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Amplifying uncertainty: Escaping the lemming’s principle — Perception and
reasoning capabilities in strategic decisions to deviate from the main field of
competitors?

Abstract:

When do strategic decision-makers follow their competitors and when do they deviate?
While prior work in this the management and psychology literature has focused on
social and cognitive pressures as well as framing of the decision situation as influencing
factors on this strategic decision, we focus on the nature of strategic decision-makers’
underlying mental activities. Building on prior work in managerial cognitive capabilities
theory, we argue that the strategic decision to follow or deviate from competitors is
contingent on how strategic decision-makers perceive uncertainty and on the way in
which they reason. Thereby, our analysis suggests that when strategic decision-makers
perceive less controllable sources of uncertainty and when the reason sensibly, the
likelihood of them taking the strategic decision to deviate from the direction of their
competitors increases. By contrast, when strategic decision-makers perceive more
controllable sources of uncertainty and reason protectively, the likelihood for strategic
decisions to follow competitors rises.
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Introduction

Whether to follow or deviate from the general direction of competitors represents a key
strategic decision that managers have to take (Dean & Sharfman, 1996; Dobrev, 2007;
Greve, 1998; Ross & Sharapov, 2015). Strategic decisions are managerial choices that
(re)allocate resources, set important precedents, and shape a firm’s general direction
(Eisenhardt, 1989a; Fredrickson, 1984; Judge & Miller, 1991; Mintzberg et al., 1976;
Mitchell et al., 2011; Nadkarni & Barr, 2008; White, 1981).

The strategic decision to deviate from competitors is argued to be particularly
challenging because it takes place under conditions of uncertainty (Schwenk, 1984;
Thompson, 1967). Uncertainty refers to “an individual’s perceived inability to predict
something accurately” (Milliken, 1987: 136) stemming from a lack of confidence in
one’s knowledge to resolve a decision-situation (Duncan, 1972; Lipshitz & Strauss,
1997). Because it can induce negative emotions, such as stress, doubt, and anxiety
(Kiefer, 2005; Lipshitz & Strauss, 1997; McKenzie et al., 2009), as well as adverse
performance effects (Michel, 2007; Miller, 1992), uncertainty represents a central
challenge in strategic decisions.

There are different theoretical perspectives on why strategic decision-makers
would choose to follow the direction of their competitors. These perspectives share the
view that strategic decision-makers, when surrounded by peers, become subject to
different social and cognitive pressures, such as conformity and legitimization pressures
that lead them to herd (e.g., Banerjee, 1992; Dobrev, 2007; Hirshleifer & Teoh, 2003;
Olusoga, Mokwa, & Noble, 1995; Olzak & Uhrig, 2001).

Yet, oftentimes, despite these pressures, strategic decision-makers deviate from
the direction of their competitors. Prominent examples include, Volvo CEQ’s strategic
decision to only produce electric vehicles from the beginning of 2019 onwards while
other incumbents in the automobile industry decided to step-incrementally change
propulsion systems (Ritchie, 2017) or Warren Buffett’s refusal to invest in technology
stocks with Berkshire Hathaway, while other fund managers invested heavily
throughout the 1990s (Schroeder, 2008).

One potential explanation for this lies in behavioral decision theory under
uncertainty (Kahneman & Tversky, 1979; Tversky & Kahneman, 1992). Absent social
and cognitive pressures, this stream of research suggests that individuals are more likely
to deviate from competitors when they expect a gain vis-a-vis their current situation
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(Kahneman & Tversky, 1979). Similarly, when strategic decision-makers are
confronted with a potential loss, they will seek to maintain the status quo (e.g., Bateman
& Zeithaml, 1989, Fishburn & Kochenberger, 1979; Kahneman & Tversky, 1979;
Laughhunn, Payne, & Crum, 1980; Tversky & Kahneman, 1992, 1986). Yet, while this
perspective has contributed invaluably to our understanding of when some individuals
are more likely to deviate from their competitors, it left open the question of why some
individuals sense gains (or losses) while others do not. Furthermore, because this stream
of research analyzed decisions of isolated individuals, it does not discuss how strategic
decision-makers manage to overcome social and cognitive conformity pressures
resulting from the presence of their peers (e.g., Dobrev, 2007; Olzak & Uhrig, 2001).

Therefore, a different line of thought that may reconcile these divergent
theoretical perspectives lies in managerial cognitive capabilities theory. The managerial
cognitive capabilities literature suggests that differences in strategic decisions stems
from heterogeneity in strategic decision-makers’ cognitive capabilities (Gavetti, 2012;
Helfat & Peteraf, 2015; Kaplan, 2008a). A managerial cognitive capability refers to “the
capacity of an individual manager to perform one or more of the mental activities that
comprise cognition” (Helfat & Peteraf, 2015: 835). Thus, because managerial cognitive
capabilities are distributed heterogeneously among individuals (Adner & Helfat, 2003;
Gavetti, 2012; Helfat & Peteraf, 2015), some strategic decision-makers, due to their
cognitive capabilities, shape the direction of their firm differently than others.

Building on this prior work, our study seeks to answer the following research
questions: (1) Which managerial cognitive capabilities make strategic decision-makers
follow or deviate from the general direction of competitors? And, (2) how do strategic
decision-makers’ cognitive capabilities influence their strategic decisions to follow or
deviate from competitors?

Hence, the purpose of this study is to explore the nature and differences in
managerial cognitive capabilities underlying the strategic decisions to follow or deviate
from the general direction of competitors. Our central thesis is that strategic decisions
differ because they are based on distinct managerial cognitive capabilities. This
perspective entails that despite managerial cognitive capabilities being distributed
heterogeneously among individuals, they may exhibit commonalities. Consequentially,
shared patterns (cf. Eisenhardt & Martin, 2000) of mental activities that underlie specific
strategic decisions may be identified.



We study our research question in the context of professional sailing races, the
Volvo Ocean Races 2014-15 and 2017-18. Professional sail races represent an ideal
context because they provide us with the opportunity to study strategic decisions within
shorter time frames compared to other business settings. Through within and cross-case
analysis at the decision-level, we study the nature of skippers’ cognitive capabilities
underlying strategic decisions to deviate from the general direction of competitors and
compare them to those salient in strategic decisions to follow rivals.

Given this context and approach, our research attempts to contribute to literature
in several ways: First, our study speaks to the literature discussing the role of cognition
in strategic decision-making (e.g., Daft & Weick, 1984; Kaplan, 2008a; Nadkarni &
Barr, 2008). By exploring the nature of managerial cognitive capabilities, we specify
how strategic decision-makers’ mental activities account for differences in their
strategic decisions. And second, we contribute to the literature on managerial cognitive
capabilities (e.g., Adner & Helfat, 2003; Gavetti, 2005; Helfat & Peteraf, 2015) by
investigating the specific nature of managerial cognitive capabilities that drive
differences in strategic decisions. This may enable managers to develop cognitive
capabilities that help them to take more effective strategic decisions.

Theoretical background

Prior research already demonstrated that uncertainty plays a central role in decision
situations (e.g., Cyert & March, 1963; Festinger, 1954; Pfeffer, Salancik & Leblebici,
1976; Thompson, 1967). Haunschild (1994: 408) acknowledged that “there are probably
few situations, [...] in which absolutely no uncertainty exists” underlining the centrality
of uncertainty in every decision-situation.

Previous studies on behavioral decision-making under conditions of uncertainty
(e.g., Kahneman & Tversky, 1979; Tversky & Kahneman, 1992) found that individuals
tend to think of a decision in terms of gains and losses vis-a-vis a reference point that
may be the status quo (Levy, 1992). Hence, individuals tend to evaluate decision
situations in terms of changes of wealth rather than absolute values (Kahneman &
Tversky, 1979).

According to this perspective, strategic decision-makers should be particularly
prone to deviate from their competitors’ direction when they expect a gain vis-a-vis a

reference point (cf. Kahneman & Tversky, 1979). Similarly, the literature discusses the
4



effect of loss aversion (Tversky & Kahneman, 1992, 1986). Loss aversion leads strategic
decision-makers to prefer inaction to action and maintenance of the status quo to change
(Kahneman, Knetsch, & Thaler, 1991; Samuelson & Zeckhauser, 1988; Tversky &
Kahneman, 1991). This is because other decision alternatives are misevaluated
overestimating their potential for losses (e.g., Kahneman & Lovallo, 1993). As a
consequence, strategic decision-makers pursue a similar direction to competitors in an
attempt to reduce uncertainty surrounding the strategic decision. Prior research termed
uncertainty reduction a “fundamental need” (Hogg & Mullin, 1999: 253), and a form of
control (Case et al., 2004; deCharms, 1968; White, 1959), and therefore the primary
guiding principal of human behavior. Hence, strategic decision-makers may only depart
from their natural tendency to reduce uncertainty inherent in every decision situation
(cf. Haunschild, 1994) when they expect a gain.

In a competitive context, this has two implications: First, strategic decision-
makers should be more likely to deviate from their rivals, the more they are lagging
behind (i.e., from market leadership). Inverted, this means that the more a strategic
decision-makers is ahead of the competition, the less likely that strategic decision-maker
will branch out from a reference group. And second, when promised higher rewards
(e.g., through incentives), strategic decision-makers should be more likely to deviate
from the direction of their competitors.

Yet, while this perspective specifies when some strategic decision-makers should
be more likely to deviate from the general direction of their competitors, it leaves open
the questions of why some strategic decision-makers sense gains or losses (e.g., Dutton
& Jackson, 1987), while others do not. Furthermore, how do they overcome social and
cognitive pressures from their peers (e.g., Dobrev, 2007; Greve, 1998), negative
emotions (e.g., Kiefer, 2005; Lipshitz & Strauss, 1997; McKenzie et al., 2009), as well
as uncertainty-induced tendencies to make prospective options appear less appealing
(e.g., Yates & Stone, 1992)?

This suggests that strategic decision-makers’ underlying mental activities may
play a central role in determining whether strategic decision-makers will follow or
deviate from the general direction of their competitors.



Managerial cognitive capabilities underlying strategic decisions

Cognition is an important element in strategic decisions that causes regularity in the
choices of individuals and organizations (Greve, 1998). Managerial cognition scholars
suggest that bounded rationality prevents strategic decision-makers from developing a
complete understanding of their environment (Daft & Weick, 1984). Thus, strategic
decision-makers make choices based on their subjective representation of the
environment (Adner & Helfat, 2003).

Managerial cognitive capabilities theory is concerned with the study of strategic
decision-makers’ mental activities. According to this perspective, individuals differ in
their ability to perform mental activities comprising cognition (e.g., Helfat & Peteraf,
2015). Thus, managerial cognitive capabilities are distributed heterogeneously among
strategic decision-makers leading to differences in resource allocation and
consequentially strategic decision content (Barr, Stimpert, & Huff, 1992; Tripsas &
Gavetti, 2000; Gilbert, 2006).

Helfat and Peteraf (2015) identified and described several distinct managerial
cognitive capabilities underlying individuals’ ability to sense and seize opportunities as
well as reconfigure organizational resources. Among these are strategic decision-
makers’ perceptions and the way they reason. These two capabilities are particularly
important in shaping strategic decisions (cf. Adner & Helfat, 2003; Gavetti, 2012).

Perception encompasses the “construction of meaningful information about a
particular environment” (Gazzaniga, Heatherton, & Halpern, 2010: 180) that help in
identifying patterns in the environment and interpreting data (Helfat & Peteraf, 2015).
Therefore, through the mental activity of perception, strategic decision-makers construe
a reality on which they base their strategic decisions. Perceptions enable strategic
decision-makers to sense and create opportunities (Baron & Ensley, 2006), or strategic
decision option spaces (McGrath, 1997; Trigeorgis & Reuer, 2017). More specifically,
depending on how strategic decision-makers perceive uncertainty may affect their
ability to identify an opportunity. For example, perception capabilities may support
strategic decision-makers in sensing first-mover opportunities for early entry into a
market prior to competitors (e.g., Klingbiel & Joseph, 2015; Lieberman & Montgomery,
1988).

Through reasoning, strategic decision-makers then evaluate the information they
perceive and draw conclusions for strategic decisions (Adner & Helfat, 2003; Gazzaniga
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et al. 2010; Helfat & Peteraf, 2015). Thus, the cognitive capability of reasoning may
support strategic decision-makers in finding solutions to decision problems (e.g.,
Colman, 2006; Nadkarni & Barr, 2008). Thereby, individuals rely more on controlled
mental processing instead of short-cuts (Stanovich, 2009). Once different strategic
decision option spaces have been identified, the cognitive capability of reasoning
provides a rationale of why one strategic option should be superior to another. Like other
cognitive capabilities, reasoning is heterogeneous among individuals. Thus, depending
on how a strategic decision-makers reasons, he or she may be more effective in
designing business models and more successful in investment decisions (Helfat &
Peteraf, 2015).

In summary, strategic decisions are shaped by how managers perceive and then
make sense of changes in their environment (e.g., Child, 1972; Eggers & Kaplan, 2013;
Weick, 1995). This suggests that studying how strategic decision-makers perceive
uncertainty and then make sense of it may provide insights into our research questions.
Thereby, we argue that the managerial cognitive capability of perception informs the
capability of reasoning by providing the information available for evaluation. As Knight
(1921: 201 emphasis in original) put it “we perceive the world before we react to it, and
we react not to what we perceive, but always to what we infer”. Consequentially, despite
managerial cognitive capabilities being separate processes (Helfat & Peteraf, 2015),
they may interact with one another.

4.3. Methods & data

Our dataset stems from two editions of a head-to-head professional sailing competition,
the Volvo Ocean Race 2014-15 and 2017-18. The Volvo Ocean Race (VOR) is one of
the world’s longest professional sailing competitions taking sailors around the world in
nine months. Seven boats with one skipper each participated in the both of the races
respectively. Overall, the races are divided into several legs that equal stages of the race
sailed continuously (i.e., without an intermediate stop on land to, e.qg., fill up supplies
and rest). The race starts and terminates in different countries in Europe while stopping
on all continents in between. Figure 1 provides an overview of the 2014-15 edition route
as an example:



Figure 1: VOR 2014-15 route and legs (Volvo Ocean Race, 2017)
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Study context

Sailing contexts are already well-established in empirical research and have rendered
valuable theoretical contributions to management literature (e.g., Boumgarden, et al.,
2012; Bouty & Drucker-Godard, 2018; McGrath et al., 2004; Ross & Sharapov,
2015). Hence, there are several reasons why a sailing race also represents an ideal
context to develop our theory around managerial cognitive capabilities in strategic
decisions:

First, the Volvo Ocean Race is one of the world's longest professional offshore
sailing competitions. This offered us two advantages: On the one hand, the duration
of the race allowed for a sufficient timeframe to study different occasions where
skippers decided to part from the main field of competitors, while others followed
competitors. Thus, professional sailing races are characterized by an accelerated pace
of decision-situations compared to other business settings, because skippers need to
select and adjust the general direction of their boats (i.e., through tacks and gybes)
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within short periods of time, sometimes on a daily basis, to sail towards their target
destination. And, on the other hand, both races were characterized by the skippers
staying close to each other with their boats. This held two advantages for our research:
It ensured that all skippers were exposed to the same objective environment to study
differences in their cognitive capabilities. And, it allowed us to more easily identify
cases of different strategic decisions where skippers decided to part from the fleet.

Second, the context provided us with the opportunity to study the managerial
cognitive capabilities of perception and reasoning of highly experienced strategic
decision-makers (cf. Heerkens & van der Heijden, 2011; Helfat & Peteraf, 2015),
professional sailing boat skippers. As this race is one of the most physically
challenging sailing races in the world, participants require ample sailing experience
and long-winded training prior to the start of the competition to be able to endure the
conditions of this around-the-world race. Skippers participating in the Volvo Ocean
Race are highly knowledgeable and skilled in their domain due to prolonged practice
and rapid feedback to their judgments (i.e., performance implications against their
competitors, speed). Thus, they are likely to command skilled intuition (Kahneman
& Klein, 2009). Skippers are the ultimate decision-makers onboard and carry the
responsibility for their teams. Thus, their hierarchical position is similar to that of a
CEO, a strategic decision-maker, whose perceptional frames are crucial in
determining the organization’s strategic choices (Gavetti, 2012; Helfat & Peteraf,
2015; Kaplan, 2008a; Knudsen, 2001).

And third, as with other sports, sailing races have pre-defined boundary
conditions and rules that are enforced as soon as an incident occurs. Sports offer the
advantage of a controlled setting where participants are not being made aware of the
context of study. Sport settings allow to eliminate noise created by differences in
institutional settings as influencing factors (Holcomb et al., 2009). Hence, the race
enabled us to focus on the cognitive capabilities of skippers to their nature in the
strategic decision to part from the main field of competitors and to compare them to
those of skippers who followed the fleet. Thereby, all participating boats are made of
one design and equipped with the same technology. Crew sizes are fixed with a pre-
defined age range of participants and maximum crew weight (resource similarity). In
addition, skippers are restricted in their information acquisition and supplied with the
same information at pre-defined points in time (information symmetry). In this



respect, they are not allowed to search for information online or interact with others
outside the race. They only receive position reports on their competitors from Race
Control every six hours. Hence, the context of the Volvo Ocean Race eliminated noise
created from heterogeneous information and resources from our data.

Furthermore, as the race enjoys public attention around the world through
diverse channels, such as live-broadcasting, TV documentaries, and press reports,
skippers have an interest in performing well. Not only is winning the Volvo Ocean
Race considered highly prestigious among sailors, it may also help skippers obtain
future sponsorship for campaigns. These are often based on performance in past races.
Thus, all skippers share an aspiration to obtain a podium position.

Tables 1 and 2 provide overviews of the participating teams and skippers in the
race as well as boundary conditions that allowed us eliminate noise in our data
analysis.
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Dataset

We used two main sources of qualitative data from the VVolvo Ocean Races 2014-15 and
2017-18 to answer our research questions:

Our dataset encompasses log book entries written by onboard reporters (OBR)
sailing with the teams in both editions and skippers, and strategic reviews of each leg
written by race experts. Drawing on Miles and Huberman’s (1984) suggestions for
analyzing data from multiple sources, we triangulated our dataset by numeric data of the
Volvo Ocean Race tracker, a tool where boats’ positions and courses can be observed at
defined intervals and in retrospect, daily blog entries (“tweets”) from the boats and the
race administration, and video interviews as well as quantitative data from the races,
including rankings of the boats at six hourly intervals.

In the Volvo Ocean Race 2014-15 edition, the sailors spent approximately 160
days at sea creating a total of 18 strategic decisions in which skippers decided to part
from the main field of competitors whereas the Volvo Ocean Race 2017-18 yielded 19
strategic decisions in which this happened. The Race was characterized by the skippers
staying close to each other in both editions. Thus, the rare occasions on where some
skippers decided to deviate from competitors represent an ideal context of study to
answer our research questions. Table 3 provides an overview of the case data:

Table 3: Description of the case data

Characteristics Volvo Ocean Race 2014-15 Volvo Ocean Race 2017-18
Number of
strategic decisions 18 19
studied*
Number of boats
. 7 7
in the race
Skippers
Onboarq reporters Onboard reporters
Informants Skippers Navi
) avigators
Sailors .
Sailors
Number of
log book entries 156 %3
Log book entries Log book entries
Database Strategic reviews Strategic reviews
Race rankings Race rankings
Race videos Race videos

13




* Strategic decision to deviate from the main field of competitors
Log book entries. We used log book entries by onboard reporters and skippers

on a total of seven boats taking part in both, the Volvo Ocean Race 2014-152 and the
2017-183 edition, to study our research questions. Onboard reporters may be considered
“neutral” observers of life onboard. They are part of the crews and day-to-day observe
skippers’ perceptions and reasoning as well as consequent strategic decisions, which
they reflect in log book entries. This allowed an up-close perspective of what happened
onboard. Furthermore, while onboard reporters sailed with the crews, they were not
permitted to interfere with the racing. They were only allowed to support daily life
onboard in terms of cooking, cleaning, pumping water for the sailors and themselves,
and preparing meals. Onboard reporters’ accounts were created on the day of
observation. Therefore, ex-post reasoning and biases are limited. We used the log book
entries to identify skippers’ strategic decisions to part from the fleet on the one hand,
and to analyze the nature of their perceptions and reasoning prior to the strategic
decision on the other hand.

Strategic reviews. We triangulated our data from the log book entries with
official Volvo Ocean Race strategic reviews by race experts identifying and analyzing
key strategic decisions made during each leg of the Race. These accounts helped us in
making sure to only include strategic decisions in our dataset where skipper consciously
decided to part from the main field of competitors.

Study design

We conducted our data analysis following a two-step approach: We first analyzed the
data from the Volvo Ocean Race 2014-15 to develop propositions on the nature of
managerial cognitive capabilities using a synthesized strategy approach (Langley,
1999). We contrasted the managerial cognitive capabilities of perception and reasoning

2 One team, Team Vestas Wind, in addition to the six boats mentioned, was forced to terminate the
race early after the second leg (stage of the race) as their boat was destroyed when hitting a reef due to
a navigating error. They re-entered the race in leg 8. Therefore, our dataset for this skipper and his
team only comprises legs 1 and 2 as well as 8 and 9.
% One team, Team Vestas Wind, in addition to the six boats mentioned, was forced to retire from leg 4
and did not participate in legs 5 and 6 due to an accident with a Hong Kong fishing vessel during leg
4. They re-entered the race in leg 7. Furthermore, Team Scallywag had to retire early from leg 7 due to
a man-over-board incidence.
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of the skipper(s) that deviated from the direction of their competitors with the skippers
that followed the fleet’s direction. Hence, our unit of analysis is the strategic decision
of skippers to leave their main field of competitors compared to strategic decisions of
skippers that followed the general direction of competitors in the same decision
situation.

Consistent with our interpretative research approach, we relied predominantly on
how onboard reporters and skippers (as well as other informants within the different
teams, if available) described perceptions and reasoning in the strategic decision
skippers took. Interpretative research of these rare accounts provides the researcher with
the opportunity to further interpret and structure the information of the informants
considering the context and contingencies in which they happened (Corbin & Strauss,
1990). Through the ranking data, we were also able to control for skippers’ ranking at
the point the strategic decision was made.

We then triangulated the developed propositions based on data collected from
the Volvo Ocean Race 2017-18. The Volvo Ocean Race 2017-18 edition is characterized
by a different incentive structure than the previous edition. This allowed us to
substantiate our findings from the VVolvo Ocean Race 2014-15 as some key dimensions
changed in the 2017-18 edition. While the 2014-15 race granted equal points for each
leg completed to the respective winner, the 2017-18 edition provided double points for
legs that include ocean crossings and extra point for passing specific geographic points,
such as Cape Horn*. Thus, some legs offered skippers more points than others.

According to our literature review and due to their shared aspiration of obtaining
a podium position, the further away skippers are from fleet leadership, the more likely
that they deviate from the main field of competitors during these legs (cf. Kachelmeier
& Shehata, 1991; Tversky & Kahneman, 1992). Therefore, the 2017-18 edition of the
race was ideal because it offered skippers higher rewards for deviating from their
competitors’ general direction than the previous race in three of the eleven legs sailed.
We were thus able to substantiate our propositions in a similar context that relaxed the

#In the Volvo Ocean Race 2017-18, bonus points were awarded to the winner of every leg, while the
two Southern Ocean legs and the transatlantic leg score double points. An additional bonus point is
awarded at the end of the race to the team with the best overall elapsed time. The respective legs with
additional points are marked in the table summarizing our analysis of the Volvo Ocean Race 2017-18
data.
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assumption of equal overall rewards per leg. This two-step approach allowed to us to
strengthen the inferences on the managerial cognitive capabilities responsible for
following or deviating from the general direction of competitors drawn from the
different datasets. This provided us with a rich context to derive even more robust
propositions than drawn from a single setting.

Analytic approach

In a first step, we analyzed each strategic decision of skippers participating in the Volvo
Ocean Race 2014-15 in detail. We coded the log book entries of each strategic decision
separately on the basis of in-vivo terms or phrases used by the informants. Thereby, we
relied on constant comparison across multiple informants (if available) and over time to
detect concept patterns (Glaser & Strauss, 1967). First order, in vivo codes reflecting
skippers’ perceptions of the environment were derived by analyzing how they key
informants described their perceptions of the environment immediately prior to a
strategic decision in the log book entries using the language of the informants whenever
possible. Furthermore, we coded for how strategic decision-makers reasoned and thus
evaluated the information they had at hand for making a strategic decision. As we
identified codes that were similar, we aggregated them into second-order concepts
(Gioia et al., 2012) to derive broader categories of perceptions and reasoning.

Once preliminary analyses had been conducted based on the respective data from
the 2014-15 edition, we combined the analyses and induced initial propositions using
methods for building theory from written accounts (Eisenhardt, 1989b; Eisenhardt &
Graebner, 2007; Glaser & Strauss, 1967). Propositions were derived from us contrasting
perceptions and reasoning of strategic decisions where skippers deviated from the
direction of competitors with those that took the strategic decision to follow the
competitor group. This allowed us to identify similarities and differences between the
skippers’ strategic decisions.

In a final step, we collected and coded data from the VVolvo Ocean Race 2017-18
to further substantiate our findings. We followed the same data coding process as
described for the 2014-15 edition. Thus, based on the derived data structure, we
triangulated our previously developed propositions in this new context. We used
existing literature to sharpen the insights from this inductive process following several
iterations between data and literature. The result of our analyses of the two datasets is a
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set of propositions about the interaction between different sources uncertainty, strategic
decision-makers’ reasoning, and the content of their strategic decisions.

Results

Our research focuses on the question of how differences in strategic decision-makers’
cognitive capabilities influence strategic decisions to follow or deviate from the general
direction of competitors. Because strategic decisions inhibit uncertainty, we study how
strategic decision-makers perceive uncertainty and reason when taking the strategic
decision to deviate from the main field of competitors and compare these mental
activities to those who decided to follow the general direction of competitors. We
controlled for differences in ranking of the individual skippers during these decisions.

While our research context eliminated noise from differences in environmental
context as well as heterogeneous resources and information of strategic decision-makers
from our data, prior research highlights the role of gains/losses vis-a-vis a reference
point (e.g., Kahneman & Tversky, 1979; Tversky & Kahneman, 1992) as a driver of
strategic decisions to deviate from the general direction of competitors.

In this respect, our data cautions the use of a more fine-grained perspective to
understand this mechanism. Skippers, independent from their ranking took the strategic
decision to deviate from their main field of competitors. Hence, our analysis of skippers’
strategic decisions in the Volvo Ocean Race 2014-15 derived that strategic decision-
makers’ perceptions of uncertainty and the way in which they reasoned were crucial
determinants of strategic decision-makers’ choices. Therefore, strategic decisions need
to be evaluated in light of strategic decision-makers’ cognitive capabilities.

Perceptions of different sources of uncertainty in strategic decisions

We identified five main sources of uncertainty that skippers were confronted with as
they sailed around the world: internal, supply, competitor, strategic, and environmental
uncertainty. While internal uncertainty is related to the team and boat, supply
uncertainty is concerned with an inability to predict sufficiency of supplies. By contrast,
competitive uncertainty relates to skippers’ own ability to compete vis-a-vis their rivals.
Strategic uncertainty describes an inability to find an appropriate course of action in a
decision situation and environmental uncertainty entails an inability to predict how

skippers’ general environment will develop.
17



Table 4 provides an overview of our conceptualization of skippers’ perceptions
and depicts the way in which the coding proceeded.
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We found that strategic decisions were contingent on the degree of controllability
of the source of uncertainty. At the point in time when skippers made a strategic decision
whether to follow their competitors or whether to deviate from the fleet, they either
seemed reassured that their decision was the right one or they perceived sources of
uncertainty that were similar in terms of their controllability depending on which
strategic decision they took.

We mapped the different sources of uncertainty according to their controllability
by strategic decision-makers (e.g., Beckman et al., 2004; McGrath et al., 2004). Whereas
internal, supply, and competitive sources of uncertainty are relatively easier to control
by strategic decision-makers, strategic and environmental uncertainty are more difficult
to control. This is due to strategic decision-makers in the races having tools and means
available to manage internal, supply, and competitive uncertainty. For example, they
may reduce competitive uncertainty through watching their competitors directly through
binoculars, the AIS® on board, or are updated through reports on their rivals’ positions
every six hours by race control.

By contrast, strategic and environmental uncertainty are more difficult to
manage. For example, while skippers possess different forecasting tools in order to map
the fastest route towards the respective destination they are aiming at, these models were
often reported by sailors to be inaccurate and unreliable, particularly in remote areas of
the ocean and for long-term predictions. Therefore, skippers only have limited ability to
reduce these sources of uncertainty. Figure 2 depicts the different degrees of
controllability assigned to the respective sources of uncertainty perceived by skippers
during both races:

SAIS refers to Automatic Identification System, an onboard software that is installed for safety
reasons, but that was frequently used by sailors to detect and follow surrounding competitors within
20 nautical miles range.

20



Figure 2: Controllability of different sources of uncertainty

Controllability of different sources of uncertainty

High
Low
Internal Supply Competitors Strategic Environment

High degrees of controllability enable strategic decision-makers to reduce
uncertainty (e.g., March & Simon, 1958; Simon, 1976). Because uncertainty reduction
Is a guiding principle of human behavior (Hogg & Mullin, 1999; Hogg & Terry, 2000),
the controllability of different sources of uncertainty plays a central role in determining
strategic decisions. The following log book entry from the Volvo Ocean Race 2014-15
by the onboard reporter of Abu Dhabi Ocean Racing (ADOR) illustrates how his
skipper, lan Walker, longed for control during the race after one of his competitors,
Charles Caudrelier from Dongfeng Race Team has managed to slip away during leg 7:

“The most stressful moment was last night in the shadow when we could
see the other boats coming and we had no wind,”” said Charles (skipper).
Like one of those dreams where you open your mouth to speak but
nothing comes out and it’s the most hopeless feeling in the world. Boom.
Boom..Boom... Splash. “It’s still very complicated and still very random
where you don’t control the race because you don’t know what’s going
to happen,” he says. (DFRT, 13 January 2015)

Our data indicates that depending on the source of uncertainty that skippers
experienced, their strategic decisions differed. Skippers that perceived more controllable
sources of uncertainty, such as internal, supply, and competitive uncertainty, followed
their main field of competitors, whereas they deviated when they perceived less
controllable sources of uncertainty, namely strategic and environmental uncertainties.

Perceptions play a crucial role in determining whether strategic decision-
makers are able to identify and create strategic decision option spaces to select from
(e.g., McGrath, 1997). For example, Charles Caudrelier, skipper of Dongfeng Race

Team (DFRT) decided to pass off the coast of Sri Lanka along India more north than
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the other skippers. Thereby, Charles Caudrelier was confronted with strategic
uncertainty on how high to pass as illustrated by the following log book entry written
by himself:

““One thing that is obsessing me at the moment is how far off India should
we pass — an almost impossible decision. The island of Sri Lanka is more
than 2000 metres high, and creates a wind shadow to its south of more
than 200km... we can head south but we'll sail many more miles, and
there isn't much wind in the south either.” (DFRT, 11 January 2015)

When facing the same decision, other skippers were more concerned with
competitive uncertainty as illustrated by the log book entries from the onboard reporters
of teams Abu Dhabi Ocean Racing (ADOR) and SCA (TSCA):

“Yes, there have been subtle differences in mode and sail changes but
everybody has pretty much sailed the same route. It is disappointing that
we haven’t gained more on Brunel as we thought we had passed them
before, but one very light period cost us everything we had gained. Still
we are happy to be in touch with them and have them on AIS for
company. As we approach the end of the second section we have some
work to do to catch Dongfeng. In reality we are only two hours behind
with two weeks of racing to go so it isn’t insurmountable.” (ADOR, 11
January 2015)

“We’ve been moving south but also across in order to line ourselves up
better with the fleet. As a result, we haven’t always been in the best wind.
However, we are all still together in our little square of Volvo Ocean
Race boats. Before leaving, our coaches said we had to remain with the
fleet until at least Sri Lanka; if we lose them before then it will be a
challenge to make up for it.”” (TSCA, 11 January 2015)

These three log book entries demonstrate that being focused on more controllable
competitive uncertainty may prevent skippers from identifying strategic decision option
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spaces, such as Dongfeng Race Team (DFRT). Thus, these skippers, different from
Charles Caudrelier of Dongfeng Race Team (DFRT), fell subject to negative effects of
uncertainty, such as foregoing prospective options (cf. McMullen & Shepherd, 2006),
and followed the direction of the majority of competitors. Thus, more controllable
sources of uncertainty led skippers to reduce and thereby control uncertainty, whereas
less controllable sources of uncertainty led strategic decision-makers to consider
different strategic option spaces and thereby generate the opportunity to deviate from
the main field:

Proposition 1a: Perceptions capabilities that induce strategic decision-
makers to experience more controllable sources of uncertainty increase
the likelihood of them following their main group of competitors.

Proposition 1b: Perception capabilities that induce strategic decision-
makers to experience less controllable sources of uncertainty increase
the likelihood of them deviating from their main group of competitors.

Protective and sensible reasoning in strategic decisions

The data from our research produced several forms of reasoning that skippers
demonstrated over the course of the race. Generally, there may be additional forms of
reasoning depending on environmental context. However, several different forms
already emerged from our analysis: control-oriented, competition-oriented, safety-
oriented, legitimization-oriented (external and internal), chance-attributing, long-term,
and opportunity-oriented reasoning.

When reasoning in a control-oriented way, skippers focused on factors they could
regulate to take a strategic decision. Competition-oriented reasoning was motivated by
rivals (e.g., matching an individual rivals’ move or not letting a specific skipper escape).
Furthermore, skippers focused on safety of their teams when taking strategic decision
or on legitimization by external (e.g., group of competitors) or internal (e.g., skippers’
team support) parties to justify their strategic decisions. Chance-attributing reasoning
was applied when skippers attributed the rationale of their strategic decision to luck or
fate. When reasoning long-term-oriented, skippers focused on benefits that would only
materialize in the long-run — often acknowledging that a strategic decision would make
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them loose out in the short-term. Opportunity-oriented reasoning was applied when
skippers became aware of a unique occasion that they deemed favorable to seize.

Overall, the forms of reasoning diverged in the way that strategic decision-
makers evaluated and drew conclusions from the information they had at hand. Whereas
some forms of reasoning were associated with strategic decision-makers being open-
minded about new ideas and alternative courses of action, independent from their main
field of competitors, others induced strategic decision-makers to arrive at a supportive
conclusion about the status quo. Thus, we clustered the different forms of reasoning
along two categories: protective and sensible reasoning.
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Reasoning was found to either be protective of the status quo or sensible to new
ideas or opportunities. Whereas strategic decisions to follow the main field of
competitors were associated with strategic decision-makers reasoning in a protective
way, sensible reasoning increased the likelihood of strategic decisions to part from the
main field of competitors.

For example, when the skippers sailed from France towards Sweden during leg
9, they needed to pass Point du Raz close to France. While Sam Davies, skipper of team
SCA (TSCA), decided to take the inshore option to pass Point du Raz, the other skippers
took the offshore route. Thereby, Sam Davies reasoned based on an opportunity-
oriented perspective as demonstrated by the following log book entry by team SCA’s
onboard reporter:

“We were the only team to choose to go this close to Point du Raz. The
rest of the fleet took a route further offshore. (...) Sam Davies explains:
"For me, and all the sailing | have done, no matter how much tide there is
and how many attempts you have to make you still get around quicker
compared to sailing all the way around on the outside, because there you
have lots of rocks and islands and quite a strong tide as well. We’ll see
whether our decision comes out right or not.” (TSCA, 17 June 2015)

By contrast, other skippers that passed offshore with the main fleet reasoned in
more protective ways and thus “insensibly” as illustrated by the following log book
entry by the onboard reporter of Dongfeng Race Team (DFRT):

“When we got to the Raz de Sein, there were already 3 knots of adverse
tide. To let our main competitors go to pass on the outside, and risk being
alone on the inside, against the strong tides, was too risky," says Charles
Caudrelier.”” (17 June 2015)

This quote demonstrates how Charles Caudrelier, due to his focus on
comceptitors, was insensible to the opportunity to pass inside as the skipper SCA
(TSCA) did. Eventually, the skipper from team SCA (TSCA) came out faster than the
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other skippers from Point du Raz. Therefore, sensible reasoning can support strategic
decision-makers in taking a strategic decision that entails irreversible resource
commitment and altering the general direction they were heading previously.

Proposition 2a: Reasoning capabilities that induce protective
argumentation increase the likelihood of strategic decision-makers
following their main group of competitors.

Proposition 2b: Reasoning capabilities that induce sensible
argumentation increase the likelihood of strategic decision-makers
deviating from their main group of competitors.

Our study uncovered that strategic decision-makers often altered the form of
reasoning depending on the source of uncertainty they experienced. More controllable
sources of uncertainty were associated with protective reasoning, whereas less
controllable sources of uncertainty lead to sensible reasoning.

For example, during leg 4 of the Volvo Ocean Race 2014-15, when approaching
the Philippines on their way from Sanya in China to Auckland, New Zealand, the
skippers were confronted with the strategic decision whether to cross the Philippines
north via Taiwan or whether to sail straight through the islands. The skippers of teams
Brunel (TBRU) and SCA (TSCA) decided to split from the main fleet and head north
via Taiwan towards Auckland. Whereas the other skippers were concerned with internal
and competitive uncertainty and competitor-oriented reasoning, the skippers of team
Brunel (TBRU) and SCA (TSCA) experienced no uncertainty at all or strategic
uncertainty respectively at the point of the strategic decision. Furthermore, they
reasoned in a sensible way.

This suggests that the managerial cognitive capabilities of perception and
reasoning may be related. Thus, when strategic decision-makers are confronted with less
controllable sources of uncertainty, this also increased the likelihood of them reasoning
in a sensible way. However, they may also reason in a sensible way without perceiving
less controllable sources of uncertainty. Hence, our research suggests a mediating role
of reasoning in the relation between perceptions of uncertainty and strategic decision
content.
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A summary of the evidence regarding this decision situation is illustrated in
Table 6 that depicts evidence and quotes from the log book entries relating to the
strategic decision taken as the skippers approached the Philippines during leg 4:
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After the strategic decision of Brunel and SCA had been made, Charles
Caudrelier, skipper of Dongfeng race team admits that he had also thought about parting
from the fleet. However, he eventually lacked the “courage” to do so as illustrated by a
log book entry from the on board reporter from Dongfeng Race Team (DFRT):

“*“It was a mistake,” admitted Charles (skipper). “We wanted to go
north but no one else was so we stayed with the group.” | didn’t say
anything, only gave him the look, which has become code for give me
something better than that. “It was a lack of courage,” he admitted.
“Like lemmings!”’ | added maybe a bit too brightly. He gave me a blank
stare.” (DFRT, 12 February 2015)

This log book entry also demonstrates how skippers needed to overcome
perceptual pressures (seeing that no one else is turning north) to take strategic decisions
that altered the current course of action vis-a-vis their peers, and how they tended to
seek out factors that they could control.

Tables 7 summarizes this study’s evidence on perception and reasoning
capabilities associated with the strategic decision to part from the main field of
competitors from the Volvo Ocean Race 2014-15:

30



VOR 2014-15

ing

to split taken dur

Strategic decisions

Table 7

. Aiunyioddo slow pue a1oyd ssa| ‘sajpIny pue Sa|oeISGO Y1IM 941
‘adodebuis 01 yinos diiy sy saxyew pue Buizibasus 3| () *dn ssed
0] poofi 00} sem Jeyl JyBIU 1Se] BIYS PUIM [I21)8US] B WO 8UNnlI0)
poob jo uq e s 1 se uejd sweb AjJea ayl ul Ja1jag e yanw se si

31 “43Indwod sy} uo uonadwod sy} 98s JaBUO| Ou Ued pue 183]4 Sy}
Yam 1|ds aA,am salouapuadap Sy UMO INo J1aAas AJSnolasuod pue

UOIIUBAUOI WOy Xealq am B3] Siyl Jo Aep 1s41) 8yl S 1edlS BIde[el pajualio-Anunuoddo “J1RJIS BIORIRI\ B J81ud A3yl Se 199)4 8y} ybuug Jau0dal
91393U-S|V Y1 Ul Aep 1sJ1J IN0 Jeyl d1Uo.I 81| B 1Ses| 18 SWass 1|, /pajuatio wial-fuo oIferens  wouy Hds 0} SBPIOSP BIIPBWIALY Wes) 4o Jaddixs ayL € WIAV ~ 8llieyD  pieoquo € GTOZTO6T 9
«eyl
a1 ,uop ap “ybia 31186 01 [11fs Uey) Xon| adow spaau Ajqeqo.d (p1ayusalo
auo Ajareuniioun pue Baj siyy Buluum 01 A8y syl ag pINod siyL "Je0q UJY}OoU ISow 8y} Se exueT] wes)
"uoIs199p 3]qissodwi 1sowe ue —ssed am pinoys s Buissed dn pua Ajjenjuans Aay) exue LIS ssed Jaljaipned Jau0dal
RIPU| O Jej MOY SI JUBWoW a3 Te aw Bulssasqo si yeyy Buly) suQ,,  parusLio wisl-buo oifarens M £33 8IS Yd1ym Uo ap1aap 031 aney siaddixs ayL T 1840 sspeyd preoquQ € SI0ZTOTT S
.’s10ds dn-Jauuna ay) ul jaunag
pue Buajbuoq uo abejueape wug e dn Buiuado ‘pes| ay) pagge.d
Buroey uesdO Igeyq NAY ey Juesw 1| “[[e Je J1 ‘skep maj e 1o} }Jo
Ked 1,up|nom Jeyl auo pue ‘aiAnaouew Asjeq e sem 31 Ing 193]} ay}
wo.j uoryesedas e axew 03 paplosp am Aym s, Jeyl — elales ofiaig
01 8502 1583 8} Ul 3 pue A11 01 SI UL3DQ URIpU| BY} Ul swnupjod "SPUIM
0M} 38U} $50.9 0} 82e|d 153q BU3 YuIy} 1,, ‘P|INGa4 03 Buiies ate apeJ} 8y} Y3ed 0} 13pJo Ul ‘Syeoq Jaylo sy} woiy Aeme ZaullelN Jayodal
Y2IYM SPUIM dpeJ} MU 8y} Yyoyed pue A1) 03 ises Buipeay aa,om (*7),,  PauaLIo wisl-fuo] a1fsrens ‘Jsea peay 0} papioap aiydel\ wes) Jo saddiys ayL z 4dVIN 191 pleoquo Z VT0Z'TTOS 14
,,’SWea) XIS J1ayio ay} uo abipa 1ybi|s e aney ||,am Jabuo|
3y} ‘sInoy Ma} 1Xau 8y} Jano spjoy puadl siyy Jabuoj ayy () ..'106
S,9U0AJ3A3 pum Jo adA) yeym ui 103aey Jofew e Buike|d ate sualund
ay1 s1 pauaddey s,yeym eyl yuiyy |,, ‘wsiwndo wiy Buialb buinos
U1 U0 paJ JO 312419 B S,843Y1 Jey) Ino siulod ue| uoiielIS ABN 3y ul "} SS040
‘1anamoH (") "yBiu ay1 Jo a|ppIW 8y Ul y1ou ay3 03 gAB no yorew 01 153q 8y} SI Aem yaIym uo s1aq J1ays adejd 03 aney Jau0dal
JOU PIp 1Sed Jaylny [res o} pajdo aney oym 18]} 8y} JO 1saJ ayl,, pajuaLio-Aunpoddo lejuswuosAug  suaddis ayy pue Buidojansp ainssald ybiy e si iyl [ doav e uej preoquQ 2 YI0Z'TTEZ €
.’ 1511J 1583 81 WO} puIm mau ay3 196 01
pabeuew pue ‘swied asay) PIOA. 0} JSea Jayliny Juam s\ "0} syods
1ybi1| pue ‘sn jo peaye puim poob yim Buidojansp waols [eardosy *U1IoU 10 ‘SpUe|SI [B43Ud U 1S 8y} Usamiaq
© MBS 9/\,, 'Te0q ay} 0} [[ed auoyd e ul JaInop\ paure|dxa ., ‘spuels| yInos ‘121uad ay ybnoay Buioh jo suondo ays pey UOS|OYdIN Jauodas
apJaA adeD ayy 240420 USXe] Sem ISea SS9 0] UOISIIPP INQ,,  PaIUSLIO Wisl-Buo] V/N siaddixs ay3 ‘spueyst apiaA ded ayy Buiyoeosdde usypn z 1S3A S1lie} preoquQ T ¥10Z2°0T6T z
‘(Jeased) ..iA|are1pawiwi 31 ysed
010U S, ‘3] 8y ul BuiylA1ana 1saAul noA §1,, ¢waa) Buoj Jenaq
SI 9A31130 aM Y2Iym ‘ABa1e.ls [eniul dno moj|o} Jo ‘Way} [041U0d
0} 15802 8y} Wou) Aeme [1es ¢0p 03 JeUM ***aWl} 8y} Je 9|qelnoe) 'spuim 1an1aq Aofua pue a1oysyo Jayiny peay staddiis (nory uueA)
910W pUe ‘340US}0 PUIM JUBIBHIP AISA © pey steoq aaiy) Jey) J3YJO0 |[B UBYM B10ysul urewas 03 sap1oap Jaddis JaljaipneD Jauodas
pamoys ,.14odau uonisod,, 1sare| sy ‘Burulow syl ‘sjdwexa 104,  pajusLio wis)-Buo PR s,BusyBuoq ‘15802 LIy dy) umop Buljres usypn z 1¥4a  sspeyd preoquQ T ¥102°0T8T 1
ajond Buluoseay Aurenaoun uondlaosap uoIsIeg  Muey je0g  Jaddiqs juewuopul  Bo aleq # UOISI08p
10 824N0S a16are41S

31



inued)

VOR 2014-15 (conti

ing

to split taken dur

Strategic decisions

Table 7

,’Sa1Ba1e.)s W8] 110ys 10} WOOJ $,818Y) pue puim ay}

Burouanjul 19843 [ewIay JO 10| B aJe 848y} ‘pue| 0] 3S0|J a4 am
se Inq ‘abejuenpe yim shejd skeme Juouy Ul 3eoq ay] '3, UOM IXau ay)
INQ ‘SN PaUnoAey S, 11US ISe| 8y} 0S ‘as|e ApogAue ueyl 1sam Jaynany
a.1e am pue ‘skep aa.1y) punoJe ‘13| sa|iw 05/ aJe aiayL "urebe yoe)

SY1e0q Jay3o ay} 0} paseduwlod 1sem auyy

pJeO0Q.IBIS UO |IeS 01 IYS PUIM JUBLI B 10) 1IeM aM 8[IUM ‘Sa]I Ma} 0} Jayuny pauoinsod mou ase Aayl reys os 1od uo el ZauIeN
15e| 9} 10} 89€. paads-ybiy e 0 UMOP S,31 MON "Pa]|0J Sey 891p ayl,, palusLo-Aunuoddo [elusWuoIIAUT auydey Jo Jaddiis ayr apew YIYs puIm a|qeIone) € 4dVIN 19 Jaddpis S ST0ZV0'€0 1T
K11069p1g [edsed - ,,'S1ay1o ay} Inoge Buikiiom oynm ‘§|asinok
10} SUOISID9P 3] NOA UaYMm Usym 153 InNoA 1 a1e NoA,, iSh puIyaq
INg ‘aul] 4No 0} 39eq awed Asyy Buluiow SIyL "aul| SUOZ UOISN|IXd
ay1 Buore pagAB am ajiym ‘1ayro yoea Burianod isnl e Ajqeqoad "SHWI| 991 8Y} Ul BUOZ UOISN|IXd
‘Y1dou Jaying pagquiijo s4aylo ay "aoey (Jorebineu) s,[eased 3y} SpJemol YInos agAB 01 paprosp Jaljaipned Ja1j2ipneD Jaodal
uo ayiws B1g e mes | ut suonisod sy} 106 am usym yBiu ise,, pajustio-Aunuoddo V/N  S8l4eyd ‘yuou Jayuiny paquul|d syeoq Jaylo auyl 8jiym € 1¥4a s8lreyd preoquo S GT0C°€0'LC (0)9
,’019Z-[euonoel4
18661q ay3 yym umop Jawwrey a4,am os ise) Bulob daay ues
am se Buo| 0S 854N0J INO YIIM JUBPIJUOI S |[IM ING ‘|[e 31 Yreaudapun
196 01 Bunyoo] Ajqeqo.d sqifl as)jews yim puimdn ‘yinos suoh
aAeY Seoq J3y3o 8y} Jo awos ‘pJey A1an--paey Bulysnd a1,am os ‘ale
ybiH ay) BuipioA. Jo SaduBYD N0 J8118q Y} 1sea 136 am Jalsey ayl
199} []IM "a1eIs Bas ay) Bunybiy skemye a1,am ‘aney am puim ajni| “yred Juaiapip
MOY 10 ydnw Moy 40 ssajpJeBal pue ‘sanem ayi ‘101oey Buniwi| ano e ansind uo sap1oap WBLIUT aljseyD INg ‘ainssad ybiy
94, A8y (") "SazI|1qeISap 11 Se USSIOM ||IM 81e1S BaS 8y} INg ‘SpuIm 8y} ploAe 03 yinos ob s1addys awos ajIyAA "PIOA. 0} Al bz Jayodal
a1 [[1M 00} OS Sapey I Se pue Wed o yred ay} Buimoj|oy 81,8/, palusLio-Aunuoddo JeuswuonAug  siaddiys ay: eyl Buiyoeoidde ainssaid ybiy e si asayL z WNIAY aljteyd pJeoquo S GI0Z'€06T 6
"199]4 U3 yum uyds 01 ap1osp
NNYE pue wOSL Jo siaddiis ayL ‘saurddijiyd ayy
. lorenbg $S0J0B 9NUIIU0J 10 (SaJnYea) Jayleam a|qeIoAe) aiow
3y yoeal am 21043q N0 Aed |]Im S3[1W OOE 4O JUBWISAAUL BY} Teyr U310 UM Ing ‘puejeaz MaN Jo uondalip alsoddo
PasuIAU09 sI aH ¢Bupyag Jaddiys puy . paureb Buiyiou ‘painjusa 8y} U1) Uemie ] SPJemo)} YHou ¥ae) Jayng :puefesz
BUIYION,, 'SNIDIAS]IN Sexoy sAes ,,‘Bunisataul 11 sayew siyL,,  ([eusaiur) pajuaiio M3N 01 peay 03 suondo omy aaey Aays ‘saurddijiyd Buppieg Japiodal
jUOISIO3P 3y} pulyaq Ajwiy puels ‘JaAsmoy ‘weal syl Jo usw ay} ||V, -uoneziwmba V/IN 3y} ul Mesis uozn- ayy yoeoudde siaddiys sy sy S nygaL amnog pseoquO ¥ ST0220°TT 8
OIS auy Buney yriom sem 3t Aym
s, Jey} 193]} 8y} Jo 1534 8y} se uonisod awes sy} A[19exa Ul IN0 aWod 1991} 8Y1 yum Njds 01 ap1oap
10 uref pjnom am Jayi1a Yeyl parewsa s\ ‘Ino pakeld sey spaed NNYg pue OS] Jo siaddiys ayL seurddijiyd ayp
ayl moy AJ3oexa aas ||IM am aw1l SAep 9 INoge Ul Ing SSO| dAISSeW $S0J9B 8NUIIU0I J0 (S3INYea) JaYleam a|qeloAe) alow
B UdYe) oM eyl 1sa1) Je Jeadde [m 11,,,, yinos peay o3 ajbue Jsnsq U3X0 YNMm Ing ‘puejeaz MaN Jo uonaalip ausoddo
©sn aAIB 1M eyl uemie] Jo 1ses syl umop Buiwod ysnd Ajusyriou 33 UI) UeMIB] SPJeMO] Y1Iou Yoe) Jayng :puejesz
' pue ainssasd mo| e yum Ajunyioddo ue 106 am pue op 03 pasu am M3N 01 peay 03 suondo omy aaey Aayy ‘sauiddijiyd Jayodal
Teym s,Jey) INq ueadQ d1J19ed a1 ul 1ses 186 01 1nd1Ip skempe s,1,, pauaio-Aunuoddo a16ayens 8y} U1 NeaiS uozn ay} yoeoadde siaddis sy sy 9 VOS.1 salneq wes pleoquQ ¥ ST0220°TT l
a1ond Buluoseay Aurepsoun uondliosap uoisidag  Muey jeog  Jaddpis  juewdoju] b a1eq # UOISIo8p
J0 824n0S RIGEICTIS

32



inued)

VOR 2014-15 (conti

ing

to split taken dur

Strategic decisions

Table 7

.a1soddo ay3 Ajje101 sem pauaddey yeym ‘Ajjenioe Ing "uondo swes
3y 104 BuloB aU0AIaA3 UIIM 11 01 011S pUR BPIS 113U} 8S00YD PINom

‘uondo usyou sy}

syeoq ay) ‘rensn aI| ‘reyl Buiyuiyl payem am ‘31 Inoge ybnoyl am (Jeusaixa) 104 s1do JaljalpneD sajIeyD “xdU0Z uoisnjoxa ayl Buoje
3]IUM ¢ UYIN0S 10 yriou 'suoido om) aney am oS “ul 0f 3,uisnw am pawialio 91N0J UJBYINOS IO UIBYLIOU 8y} el Jayyg :suondo omy Ja1j31pneD Jauodas
ey [auuey ysijBug aus Jo 8|pPIW BY} Ul BUOZ UOISN|IX3 Uk S,843YL,, olbayesis  aAey ued pue [auueyd ysijbu3 ayy yoeoidde syeoq ay L T 144a  sapeyd preoquQ 6 ST0Z'90°8T 9T
wJ0U 10
Y61 IN0 SAW0I UOISIIAP INO J3YIBYM 835 ], 9\ '||aMm Se ap1l Buols
© 31nb pue Spue|SI pue $320. JO S10] aARY NOA 343y} sneIaq ‘apIsINo
a1 uo punoJe Aem ay [e Buljres 03 pasedwod J8x2Inb punote
196 1111 NoA axew 031 aney noA sydwaire Auew moy pue si a4ay}
9pI1 Yonw Moy Jslrel ou ‘auop aney | Buljres ay e pue ‘sw 104,
:sure|dxa salAeQ WeS "SUOIIIPUOd PUIM 43118Q 39N JO 31q 31| B YIm
pue 8auR)ISIp 181J0YS INq J3U409 Y} punoJe apil Buouls Ajawslixa
JuBAW }1 SN 40 "810YS}J0 Jay1INn} 8)N0J © 400] 1834 U} JO 1534 8y L "a10ys)jo of siadds Jaylo |[e usym zey np salneq Jayodai
'zey Np Ju10d 01 85019 S1y} 06 03 8500yd 0} Wea} AJuo 8y} a4am ap,, PaualIo-Alunyoddo W/N U104 e uofido aloysul ay e} 0} Sap1oap saineq Wes 9 VOSL wes preoquQ 6 SI0Z'90°LT ST
."UBIH sa102y 8y} Jo 181U 8y} wo.y Aeme
J3YlIny 9z93.q 18133q 03Ul 186 03 sem eapl ay} ‘abesjiw [euolippe
10 SS0] deIpaWWI Uy "yriou 3gAB 03 papioap pue Buikeld aiem
193]} 8Y} JO 1534 By} swel sy} pauopuege ue| Aep-piw INoqy "souryd
jo seapi Burreoly 1snl suondo Ajuo sy yum xoed sy} Jo 39eq ayx ‘yuiou agAb
1e Bulaq — 9s00] 01 Bulylou BuiAey Ul WOPSaL) © SeM 843yl "M YIm 01 SaPI93p 1aY[eM U] ‘UBIH Sa10zy ay3 Buiyoeoidde Jau0dal
dn paj 106 |1e 8 "uoissaso.d ubisap-auo ayy yum dn pay 106 uel,, pajusiio-Alunuoddo anNedwo)  UBYAA "UogsiT] 03 J1UBY ay3 BuIssolD ale syeoq 8y L S doav 1adem uej preoquo . ST02'S0'7e i
. 19pIm 11g e 0B 01 padloy
3 yBiw am ‘awr yym BuimoaB s1 ybly ay) pue 1881} 8yl pulyaq ate "YyMou 1s18Y1ny 8y} peay o3 papiosp salneq
am asnedaq ‘Ajareunidojun "uogsiT 03 1n0J 1sax91Nb Ino s,1 Uiy} wes “waisAs ainssaid ybiy syl punoJe aue e 199|as
am asnedaq uondo S1y) axe) am awil awes ayl Je ‘.. 48yt Buimab 01 aney siaddiys ay "ybiH salozy ay1 buiyoeoidde salneq Ja1i0das
Yo, S11se2a.0) ayL,, ‘wes sAes , ‘sureb 1oj sagjuetenb ou s,},.., paluslio-Aunuoddo oibarens pue uogsi 01 A1UepRY 3yl BuIsso.Id ale sjeoq ay L 9 VOSL wes pJeoquo / ST0Z'S0'te €T
,1590 Sem yriou Bu1ab yeyl pasife sem 11 spnojo pue ured
3y |1e punoJe Bunyp ajiym ybiu sy Burinp juiod awos 1y “Aes 01
SaY1| a1]4eyD Se ., 'pue|si Ue uo,, yanw AIaA pue Jsam ayj 0} SaA|8sIno
Aq aJ4e 3\ "UOIENYIS B} JO |043UO0D 1SO| BA,8M MOU pue 133]} 3y}
910Ja( S3[IW Of Y1iou paxyael am uayy Ing (") “Aysia Aj1ressasauun
PaWaas suoIssaIdWw09-18a]4 May 0s Yim Ba) e ul Aj1es siy3 Buljqued
pue paadsyeoq 4no yum Addey Ajaaire|au a1,ap\ 'sSpnojo may e (Jeusa1xa) 'S91RIS PaluN 8yl Ul LodmaN SpJemol
1snl yum abueyd ued reyy Apyainb moy ‘siapes)| ayl yum Aes o1 Buikin pajuaLio yuou dn yed 418y} 40} 8S00Yd 03 BUB| Y2IYm Uo WbLug Jaodai
AlreJaush pue ue|d aweh aairealasuod e Buirey moy Auuny s 3., -uoneziwiba |[eIUBWILOIIAUT  8p193p 0} aAey siaddiys ay) ‘l1izedg woly Aem Jiay) uQ T WIAY allreyd pJeoquo S ST0Z10'Se T
?10nd Buluosesy Aureypsoun uondi1osap uoisioag  Muey 1e0g  Jaddiys uewaopu] Ba] areq # UOISI09p
J0 924N0S o1B31e1S

33



inued)

VOR 2014-15 (conti

ing

to split taken dur

Strategic decisions

Table 7

(sauoz Aseijiw 10 seaJe apedy Asng ade seade asayl se “H'a) 0f 03 pamoje 10U aJe S1eoq 8yl 8JaUM UBaJ0 8y} JO Seae ade SAUO0Z UOISN|IXT «

. 8AJOAS 0] PaNUIIUOD Jayyeam
ay1 se sanoy Aj4ea ayy Burinp sawi jedanas ABayeais ano pabueyo

'sjeoq Jayjo
a1 uey) sajiw a1ow Buljies a1nos 810ysyso ue 1oy pardo

Apueaiiubis am yeyy ybnous paresljdwod anbeH ayl Woaj 1xa syl bLUT s1ieyD "aaIysHO peay Jo aloysul Aels Jayls ybuug Jau0dal
‘fungerdepe pue aousired ul 8onoead € sem |8y ss1 BuiebireN,, — pausLIo Wisl-Buo |euswuosAUg  pInod siaddiis ay3 ‘yewusq Jo 1seod sy Buoje Buljres T NIAY aljeyd preoquQ 6 ST0290'TZ 8T
.‘uaddey ued Buiyihue pue aae|d wnipod e 104 Bunybiy ‘uondo ulayuou
a.e sn Jo 934y} 8y "sh uo aJe [aunig pue Busybuoq ‘yorew e Burinp ay} Joy s1do zaure| 19X "auoz uoisn|oxa ayy Buoje
sJapuayap ay3 Buijgqiip skempe 1Ssajy 817 'sh 01 3ons aJ,Aayy 91N0J UIBYINOS 10 UIBYHOU 3y} axel Jayn3 :suondo omy ZauleN Jauodal
‘pea) Aayr usym uaA3 “Busybuog ynm JH4dVIA 4O 8se 8yl s, Jeyl,, paluaLo-iomadwo) anadwo) aAey ued pue [auuey) ysiibug syl yoroidde syeoq sy z 4dVIN 19 preoquQ 6 ST02'90°8T /T
aond Buluoseay Aurenaoun uondia9sap uoisiag  Muey je0og Jaddiqs juewuopu) Bo areq # UOISID9p
0 824N0S o16e1eNS

34



Triangulating our propositions in the Volvo Ocean Race 2017-18

Our data analysis from the Volvo Ocean Race 2014-15 suggests that skippers not only
differed in the source of uncertainty they perceived when they decided to deviate from
the main field of competitors, but also in the way in which they reasoned. When skippers
perceived more controllable sources of uncertainty and/or reasoned in a protective way,
they were more likely to remain with the main field of competitors. By contrast, when
skippers perceived less controllable sources of uncertainty and/or reasoned in a sensible
way, they were more likely to deviate from competitors.

Based on these findings, we triangulated our propositions with data from the
Volvo Ocean Race 2017-18. The data from the race confirmed our initial propositions.
Independent from their prior competitive position and the incentive structure of the leg,
skippers decided to deviate from their main field of competitors when perceiving
certainty with regards to the decision or less controllable sources of uncertainty, and
when reasoning in a sensible way. By contrast, skippers who were confronted with more
controllable sources of uncertainty and who reasoned in a protective way were less
likely to branch out from their rivals.

Similar to indications from the previous race edition, our analysis suggests a
relation between the managerial cognitive capabilities of perception and reasoning. In
this respect, perceptions of more controllable sources of uncertainty reduce strategic
decision-makers’ likelihood to deviate from the main field of competitors because they
focus on controlling uncertainty. This becomes evident through protective reasoning.

For example, when the skippers crossed the Doldrums® on their way from
Melbourne to Hong Kong during leg 4 of the Volvo Ocean Race 2017-18, most skippers
were more preoccupied with resolving internal and competitive uncertainty as illustrated
by the following log book entry written by onboard reporter of team Vestas Wind
(VS11) reporting how the team felt unable to predict when they will be able to gain
speed again. Thus, reasoning is oriented towards what competitors were doing. Thereby,
they found comfort in having them around at the moment:

® The “doldrums” is a colloquial expression adopted for those parts of the Atlantic and Pacific Oceans
affected by low-pressure. They are located around the equator and characterized by slow winds.
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“(...) but today it looked like it could be and we all wondered just how
long we might float here sweating through our days. The good news is that
we’re not alone in our lack of progress and we don’t need to wait six hours
for a sked to find out. We can clearly see AkzoNobel, MAPFRE, Dongfeng
and TTOP (Turn the Tide on Plastic), and it appears like everyone’s in the
same zone of weather.” (VS11, 9 January 2018)

This is also reflected in a log book entry by the navigator, Simon Fisher, of team
Vestas Wind (VS11) later on the same day:

“We have seen gains and losses, sometimes slowly and sometimes
frustratingly fast however it seems like currently we are being rewarded
for our patience and steady focus as we can see ourselves gaining bearing
on the lights of the other boats dotted around the horizon.” (VS11, 9
January 2018)

Similarly, Dee Caffari, the skipper of team Turn the Tide on Plastic (TTOP),
discusses how she almost lost sight of her competitors and consequently worried about
regaining control of them as the following quote from her illustrates:

“Sadly as a result of this crazy cloud action, we went from heroes to
zeroes in the rankings. So we have some work to do. They are still in sight
but sadly we are not controlling them anymore. We need to fight our way
back and there is opportunity to do that as we will have more of this
activity (...).” (TTOP, 10 January 2018)

These exemplary quotes provide evidence for our hypotheses 1a and 2a. Strategic
decisions to follow the main field of competitors were more likely when strategic
decision-makers perceived more controllable sources of uncertainty and reasoned in a
protective way. By contrast, perceptions of less controllable sources of uncertainty
enable strategic decision-makers to identify strategic decision option spaces that
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increase the likelihood of sensible reasoning and strategic decisions to deviate from the
main field of competitors.

For example, in the same decision situation, the skipper of team Brunel (TBRU),
Bouwe Bekking, experienced environmental uncertainty as to how the weather will
develop. This made him sensible to alternative strategic decision option spaces.
Therefore, he reasoned in a long-term-oriented way as the following log book entry
written by himself illustrates:

“But we are enjoying it some way, somehow. Trimming all the time,
shifting gears to try to get the maximum out of each puff of breeze.
Sometimes tacking, sometimes gybing as the wind is all over the show.
So the weather forecast / models again show they suck in this area, so we
are aiming to what we think is the best course in the long term.”

(TBRU, 9 January 2018)

The quote depicts how Bouwe Bekking developed a long-term oriented reasoning
from perceiving environmental uncertainty unable to get a hold of the wind patterns or
the weather forecast. This is in line with our propositions 1b and 2b.

Our propositions become particularly salient in the strategic decision that the
skippers were facing during the last leg of the 2017-18 edition. Three skippers, those of
teams Brunel (TBRU), Dongfeng Race Team (DFRT), and Mapfre (MAPF), were tied
in overall points. Thus, winning this leg would ensure the overall win of the VVolvo
Ocean Race 2017-18.

When the skippers were facing a final exclusion zone prior to arriving in The
Hague, they had the strategic option to either pass it inshore along the coasts of
Denmark, Germany, and the Netherlands or offshore. The skipper of Brunel (TBRU),
Bouwe Bekking, being fourth decided to pass offshore early on because it was their
initial plan not perceiving any uncertainty regarding the strategic decision at that point
in time:
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“We thought we had made the right choice (to go further offshore) and
we expected a windshift. It came 90-minutes too late and that was the
race. But that’s yacht racing.” (TBRU, 28 June 2018)

By contrast, the skipper of Dongfeng Race Team (DFRT), Charles Caudrelier,
experienced strategic uncertainty when he decided. He pursued the option to go inshore
and reasoned in a long-term oriented way as illustrated by his log book entry:

“The decision hurt the team in the short term as they tumbled down the
leaderboard. But by Sunday morning, with less than 100 miles left to
race, weather routing projections had the top boats finishing within
minutes of each other. None had been able to break away overnight,
despite the significant splits on the race course. “We knew that we would
fall behind initially and that if it came good it would only be at the end.
The last position report (1300 UTC on Sunday) we were 27-miles from
the finish and they were 20-miles and we thought it was over. But then |
did a small weather routing and it showed we could end up one-mile
ahead so | woke everyone up and said, ‘let’s push!””” (DFRT, 28 June
2018).

Xabi Fernandez, skipper of team Mapfre (MAPF), however, was less decisive.
While at first, it seemed as if he sought to pursue Dongfeng Race Teams (DFRT) course,
as it was initially his plan, he decided to follow team Brunel (TBRU) last minute being
confronted with competitive uncertainty. Therefore, he reasoned that it was more
important to cover Brunel (TBRU) than Dongfeng Race Team (DFRT) as illustrated by
the following interview when he arrived second place in The Hague:

“This is very hard decisions to make (...) and once you made them, you
have to commit. First we did one decision and then we changed them (...)
we really thought we were ok with Dongfeng, but when the last sched
came, we saw that they were across (...). But we were busy enough
because we had to catch the other two.” (MAPF, 28 June 2018)
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The skipper of Dongfeng Race Team (DFRT) eventually won the leg and the
race, while the skippers of Mapfre (MAPF) and Brunel (TBRU) finished second and
third. This example demonstrates how perceptions of controllable sources of
uncertainty, such as competitive uncertainty, and protective reasoning can lead strategic
decision-makers to forgo opportunities and take the strategic decision to follow the main
field of competitors. By contrast, perceptions of less controllable sources of uncertainty
and sensible reasoning enable strategic decision-makers to take strategic decisions
idiosyncratically. Table 8 provides further evidence on perception and reasoning
capabilities associated with the strategic decision to part from the main field of
competitors from the Volvo Ocean Race 2017-18.
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Discussion

This research explored how differences in strategic decision-makers cognitive
capabilities influence strategic decisions. From our analysis of the Volvo Ocean Race
2014-15, we derived several propositions that we substantiated in the following race
edition depicted. Figure 3 summarizes our findings:

Figure 3: Relation between perception, reasoning, and strategic decision content

Uncertainty perceived by strategic decision-maker based Reasoning Strategic decision
on objectively similar environment (key mediating process)

Protective reasoning

+ +
+ Follow direction of
More controllable > main field of
competitors
Source of uncertainty
perceived
g Deviate from direction

h 4

of main field of
competitors

Less controllable

Sensible reasoning

Our propositions focus on the managerial cognitive capabilities of perception (of
uncertainty) and reasoning that are crucial mental activities in determining whether
strategic decision-makers will deviate or follow the general direction of competitors.
Thereby, we find that depending on which sources of uncertainty strategic decision-
makers perceive, they will decide one way or the other (Propositions la & 1b).
Individuals follow a natural tendency to obtain control over their perceived state of the
world through a human control system of constant comparison between perceived and
desired state of the world (Powers, 1973). As a result, when strategic decision-makers
perceived sources of uncertainty that were easier to control (e.g., internal, supply,
competitive), they followed their main field of competitors. However, when they
perceived sources of uncertainty that were more difficult to control (e.g., strategic,
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environment), strategic decision-makers decided to deviate from their main field of
competitors. We found this to be influencing the way that strategic decision-makers
reasoned. Protective reasoning was associated with following the main field of
competitors whereas sensible reasoning induced strategic decision-makers to take the
strategic decision to part from their main field of competitors (Propositions 2a & 2b).
These propositions hold independent from the size of rewards are granted suggesting
that the way in which strategic decision-makers perceive and reason influences their
strategic decision to follow or deviate from the general direction of their competitors.

Based on these findings, our research provides several implications for literature:
First, this study contributes to the literature on cognition in strategic decision-making
(e.g., Eisenhardt, 1989a; Dean & Sharfman, 1996) by identifying and specifying
cognitive capabilities that lead to differences in strategic decisions. While prior research
highlighted the role of environment its relation to cognition in strategic decisions (e.g.,
Hough & White, 2003; Mitchell et al., 2011; Nadkarni & Barr, 2008), our research
uncovered specific mental activities that strategic decision-makers share when they take
a strategic decision to follow or deviate from the general direction of their competitors.
By developing capabilities that enable strategic decision-makers to perceive the
environment as one that is less controllable as well as sensible reasoning capabilities,
strategic decision-makers may become more effective at seizing appealing opportunities
(cf. Teece, 2007).

Second, our research speaks to the managerial cognitive capabilities literature
(e.g., Adner & Helfat, 2003; Eggers & Kaplan, 2013; Gavetti, 2005; Helfat & Peteraf,
2015). In this sense, our study does not only specify the nature of the managerial
cognitive capabilities of perception and reasoning (Helfat & Peteraf, 2015) in the
strategic decision to follow or deviate from the general direction of competitors, but also
finds that these managerial cognitive capabilities are related. Thus, if strategic decision-
makers possess cognitive capabilities that allow them to perceive the world in a certain
way (Adner & Helfat, 2003), they may not only be better equipped to sense more
opportunities than others (e.g., Barr, 1998; Jackson & Dutton, 1988), but they may also
be more capable in seizing them when others cannot as their perceptions inform
reasoning. This underlines the crucial role of individual perceptions in shaping strategic
decisions (e.g., Fiol & Huff, 1992; Gavetti, 2012, 2005; Helfat & Peteraf, 2015; Huff,
1990; Walsh, 1995). Because cognitive capabilities develop through repeated practice
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(Helfat & Peteraf, 2015), strategic decision-makers may become more sensible to
sensing and seizing of opportunities, the more they are exposed to context where these
capabilities are required and trained. In this sense, our research also addresses calls for
more scholarly work on how strategic decision-makers can better identify and pursue
opportunities absent radical environmental change (Eggers & Kaplan, 2013, 2009).

Third, previous empirical work suggested that gains and losses vis-a-vis a
reference point play an important role in determining whether strategic decision-makers
may deviate from their competitors (e.g., Kahneman & Tversky, 1979; Tversky &
Kahneman, 1992, 1986). While this work has contributed invaluably to our
understanding when strategic decision-makers should be more likely to deviate the
strategic decisions of competitors, it neglected the cognitive underpinnings, such as
managerial cognitive capabilities (cf. Helfat & Peteraf, 2015), underlying such
decisions, particularly in the presence of cognitive pressures (e.g., Dobrev, 2007; Greve,
1998). Therefore, our work speaks to this perspective by going beyond understanding
strategic decision-makers’ behavior. Instead, we explore strategic decision-makers’
mental activities that account for differences in their strategic decisions. We found that
skippers that were positioned lower in rank (and thus in a gain frame) were not always
more likely to branch out from the main field of competitors than those in higher ranks
(and thus in a loss frame). This could be due to the fact that less controllable sources of
uncertainty can lead strategic decision-makers to miss out on sensing opportunities
(Teece, 2007), and thus to forego a chance to frame a decision-situation as a gain or loss
(e.g., Dutton & Jackson, 1987; Kahneman & Tversky, 1979). Similarly, even when
strategic decision-makers may sense an opportunity, they may fail to sense a reward
because of their protective reasoning. This suggests that apart from a reference point
(Kahneman & Tversky, 1979; Tversky & Kahneman, 1992, 1986) strategic decision-
makers’ cognitive underpinnings, such as cognitive capabilities play an essential role in
determining their choices.

Fourth, our work also contributes to the literature on risk-taking (e.g., Bromiley,
1991; Palmer & Wiseman, 1999; Wiseman & Bromiley, 1996). This stream of literature
suggests that managers of firms with poor performance were more likely to take risk
than managers of well-performing organizations (e.g., Bowman, 1982; Fiegenbaum &
Thomas, 1988; Singh, 1986). This is similar to the strategic decision to deviate from the
general direction of competitors that strategic decision-makers took in our study. Hence,
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specific perception and reasoning capabilities may also foster risk-taking behavior in
strategic decision-makers. Kahneman and Lovallo (1993: 17) stated that “it is the
optimistic denial of uncontrollable uncertainty that account for managers’ views of
themselves as prudent risk-takers, and for rejection of gambling as a model of what they
do”. Thus, building up perception capabilities that allow strategic decision-makers to
experience the world as less controllable may lead them to take more risk. As managerial
cognitive capabilities may be build-up through repeated practice (Helfat & Peteraf,
2015), risk-averse individuals could train these specific capabilities in order to become
more proactive risk-takers as a proactive risk-taking attitude may be essential to engage
in certain fields, such as entrepreneurship (e.g., McMullen & Shepherd, 2006), entry
into new markets (e.g., Lumpkin & Dess, 1996), and creation of new ventures (e.g.,
Gartner, 1985).

And fifth, this study also contributes to previous research on inertia (e.g., Barr et
al., 1992; Kaplan, Murray, & Henderson, 2003; Milliken & Lant, 1991) by studying
how strategic decision-makers may overcome tendencies to procrastinate or forgo
attractive strategic options because of the presence of uncertainty. In identifying
cognitive capabilities that lead strategic decision-makers to deviate from the general
direction of competitors, we specify how strategic decision-makers can overcome these
tendencies. For example, because managerial cognitive capabilities are built through
repeated practice (Helfat & Peteraf, 2015), strategic decision-makers could expose
themselves to experiences that allow them to overcome pressures to reduce uncertainty.
This could help them in better seizing appealing opportunities (e.g., Teece, 2007). In
addition, because managers are often not aware of what their organizations are capable
of doing (e.g., Eggers & Kaplan, 2013), fostering sensible reasoning may help managers
in matching resources to the opportunities they identified in the environment.

More broadly, our results may also inform the literatures on market positioning
(Dabrev, 2007; Greve, 1998), strategic positioning (Porter, 1996; Ghemawat & Rivkin,
1999), observational learning (Banerjee, 1992; Bikhchandani, Hirshleifer, & Welch,
1998; Gaba & Terlaak, 2013; Hirshleifer & Teoh, 2003), and imitation (DiMaggio &
Powell, 1983; Haunschild & Miner, 1997; Ross & Sharapov, 2015). On a firm-level,
organizations are positively influenced by what others do (Strang & Still, 2006). Thus,
prior research in these fields demonstrated that although organizations may adopt
idiosyncratic strategies, the existence of other organizations as a reference group makes
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it more likely that it adopts the strategy selected by this reference group (DiMaggio &
Powell, 1983; Dobrev, 2007; Greve, 1998; Huff, 1982; Mascarenhas, 1989; Porac,
Thomas, & Baden-Fuller, 1989; Reger & Huff, 1993). Our research adds to this view
that strategic decision-makers that command perception capabilities that lead them to
experience less or less controllable sources of uncertainty as well as sensible reasoning
may be more likely in overcoming these behavioral bounds. Furthermore, our research
makes the cognitive underpinnings of strategic decision-makers’ deliberate decisions
(e.g. Klingbiel & Joseph, 2015) explicit.

Managerial implications, limitations & future research

Our findings also suggest some practical implications. Individuals have a natural
tendency to reduce uncertainty (Hogg & Terry, 2000). Taking the strategic decision to
deviate from competitors entails uncertainty regarding the potential rewards this move
might be offering (e.g., Klingbiel & Joseph, 2015). Therefore, strategic decision-makers
often orient themselves on what competitors are doing (e.g., Dobrev, 2007).

Yet, our research demonstrates that some cognitive capabilities that strategic
decision-makers possess can help them overcome these tendencies and take action when
others cannot (yet) do so. For example, the CEO of the Swedish premium car
manufacturer, Hakan Samuelsson, presented its electrification strategy in 2017 and
announced that it would no longer manufacture traditional gasoline or diesel engines by
2019 (Ritchie, 2017). Volvo’s CEO was the first premium car manufacturer to proclaim
this strategic decision stating that “we have an ambition to be fastest in this transition
(to electrification). We want to be the first company to clear this, and we want to do this
change. It’s a very decisive decision” (Taylor, 2017). Hence, Samuelsson may possess
cognitive capabilities that helped him overcome social and cognitive pressures exerted
from competitors in his market segment and deviate from the general direction that
competitors were taking. Hence, building up cognitive capabilities through repeated
practice (cf. Helfat & Peteraf, 2015) can help managers to look beyond what their
reference group is doing and sense and seize opportunities when others cannot.

Of course, our study also has limitations that provide several avenues for future
research: First, we selected two professional sailing races as our contexts of study. The
selection of this sport context allowed us to study the nature of managerial cognitive
capabilities in strategic decisions, while holding the objective environment, information
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and resources constant. In this respect, our study was conducted in a single industry
setting that offered a similar objective environment to all skippers because they were
sailing close together. Thus, our research setting enabled us to study the mental activities
of perception and reasoning absent noise created through environmental context,
information and resource asymmetry.

Future research may want to relax these assumptions and study the interrelation
of them with managerial cognitive capabilities. For example, by studying different
industry contexts, scholars could explore whether some cognitive capabilities are
particularly present in some industry contexts than others. Less dynamic industry
contexts, such as the furniture industry, could lead strategic decision-makers to develop
perceptions of controllable sources of uncertainty and more protective reasoning making
reducing their capability to react to radical changes in the environment should the
industry be disrupted (e.g., Barr, 1998; Barr et al., 1992). By contrast, highly dynamic
environments, such as the biotechnology sector, could facilitate strategic decision-
makers development of perception capabilities for less controllable sources of
uncertainty and sensible reasoning because of repeated exogenous jolts (Meyer, 1982)
that they have to deal with in this industry context. Hence, future research could compare
managerial cognitive capabilities across industries in order to better understand what
drives capability build-up (e.g., Eggers & Kaplan, 2009).

In addition, studies could assess whether possessing superior information and
resources to others supports strategic decision-makers in identifying and seizing
opportunities, e.g., by leveraging first-mover advantages (e.g., Lieberman &
Montgomery, 1988). Because uncertainty entails the inability to predict a change in the
environment, superior information could help alleviate uncertainty. Hence, strategic
decision-makers should be able to reason in a more sensible way and seize opportunities
(e.g., Gavetti, 2012; Teece, 2007) because they are more certain that seizing an
opportunity will add value to the organization. Yet, Greve (1998) argued that
information is often difficult to attain. Thus, strategic decision-makers with a superior
resource base should be better able to search for information that may help alleviate or
preempt uncertainty. For example, early entrants into a market may build a superior
position in a geographic or technology space as well as defend and expand their position
vis-a-vis competitors (Carpenter & Nakamoto, 1989; Lieberman & Montgomery, 1998
or Zachary, Gianiodis, Payne, & Markman, 2017 for a summary). By reducing
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uncertainty, strategic decision-makers may thus be able to train their sensible reasoning
capabilities because they become accustomed to environments that support them in
overcoming uncertainty (e.g., Michel, 2007).

Second, our research focused on two strategic decisions: The decisions to follow
or deviate from the general direction of competitors. Yet, strategic decision-makers are
continuously confronted with other strategic decisions, such as governance (e.g., Carson
et al., 2006), partner choice (e.g., Beckman et al., 2004), and imitation (e.g., Gaba &
Terlaak, 2013). Thus, these different research streams could also benefit from including
a managerial cognitive capabilities perspective. Moreover, we studied the managerial
cognitive capabilities of perception and reasoning. Yet, Helfat and Peteraf (2015) also
conceptualized the capabilities of language, communication, and social cognition that
are crucial in the reconfiguration of resources and thus in overcoming resistance to
change. Hence, future research could look at situations of change in organizations to
better understand how these managerial cognitive capabilities contribute to strategic
decision-makers adapting or remaining inert in the face of change (e.g., Tripsas &
Gavetti, 2000).

And third, because our research exclusively focused on two strategic decisions
and the underlying managerial cognitive capabilities, this study does not encompass any
predictions about antecedents and outcomes of the relation between managerial
cognitive capabilities and strategic decisions. For example, while we did not explicitly
assess the performance effect of these strategic decisions in our study, our research
demonstrated that some of the strategic decisions that skippers took led other skippers
to regret that they did not seize this opportunity as well, although having sensed it. In
our example from the Volvo Ocean Race 2014-15 during leg 4, when the skippers
approached the Philippines and the skipper of teams Brunel (TBRU) and SCA (TSCA)
decided to part from the main field of competitors and head via Vietnam to Auckland,
the skipper of Dongfeng Race Team (DFRT), Charles Caudrelier, stated that he regretted
that he did not have the courage to break from the fleet, particularly as it became evident
that teams Brunel (TBRU) and SCA (TSCA) were going faster due to better winds. This
example demonstrates that following the direction of competitors to be able to play
tactics is not always the “better” option in terms of performance, but that taking strategic
decisions and overcoming cognitive and behavioral bounds may also pay off, at least in
the short-term. In this respect, future research may want to study the performance
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implications of strategic decision-makers’ cognitive capabilities underlying their
strategic decisions.

Similarly, future research may want to link strategic decision-makers traits and
such as personality (e.g., Alston, 1975; Hambrick, 2007; Hambrick & Mason, 1984;
Ruble & Dweck, 1995), environments, such as culture (e.g., Hofstede, 1980; Schneider
& De Meyer, 1991), or the way in which strategic decision-makers have been trained to
cope with uncertainty (Michel, 2007) to managerial cognitive capabilities. This could
help us in better understanding why some individuals possess or develop cognitive
capabilities that others do not command, and consequentially why their strategic
decisions differ despite being exposed to an objectively similar environment (cf.
Nadkarni & Barr, 2008).

Conclusion

By exploring the nature of managerial cognitive capabilities that leads to differences in
strategic decisions, we shed new light on managers’ mental activities that drive strategic
decisions. Thereby, we extend the relatively new stream of research on managerial
cognitive capabilities. Exploring strategic decision-makers cognitive capabilities may
help us in better understanding why strategic decision-makers decide differently and
ultimately also how their differences in cognition drives performance. Our hope is that
our study provides a first step into this direction and that it may spark future research in
this stream.
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