Strategic Management Journal

Strat. Mgmt. J., 34: 233-244 (2013)

Published online EarlyView in Wiley Online Library (wileyonlinelibrary.com) DOI: 10.1002/smj.2000
Received 1 July 2009; Final revision received 4 June 2012

RESEARCH NOTES AND COMMENTARIES

DYNAMIC MANAGERIAL CAPABILITIES:
CONFIGURATION AND ORCHESTRATION OF TOP
EXECUTIVES’ CAPABILITIES AND THE FIRM'S
DOMINANT LOGIC

YASEMIN Y. KOR* and ANDREA MESKO
Darla Moore School of Business, University of South Carolina, Columbia, South
Carolina, U.S.A.

This paper contributes to the understanding of the executive team dynamic managerial capabil-
ities by developing theory about the interplay between the firm’s dominant logic and dynamic
managerial capabilities (including managerial human capital, social capital, and cognition). We
underscore the criticality of the two key CEO-level functions: configuration and orchestration
of senior executive team dynamic capabilities. We develop theory on how these functions cre-
ate and sculpt the management team’s absorptive capacity, which in turn shapes the team’s
adaptive capacity. We present theory about the distributed nature of efforts for organizational
renewal where CEO’s dynamic managerial capabilities in concerto with senior executive man-
agerial capabilities will drive top management’s ability to revitalize the firm’s dominant logic
and to achieve evolutionary fit. Copyright © 2012 John Wiley & Sons, Ltd.

INTRODUCTION

Research on dynamic capabilities underscores the
importance of firms’ adaptation to changing envi-
ronmental conditions through integration, building,
and reconfiguration of firms’ resources and capa-
bilities (Teece, 2007; Teece, Pisano, and Shuen,
1997). Dynamic capabilities refer to the capacity
of an organization to purposefully extend, create,
or modify its resource base, enabling the firm to
achieve evolutionary fitness through adaptation to
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STRATEGIC MANAGEMENT

and/or shaping of the external environment (Helfat
et al., 2007). This line of research highlights the
importance of dynamic managerial capabilities as
the key mechanism to achieve congruence between
the firm’s competencies and changing environmen-
tal conditions (Adner and Helfat, 2003; Bergen and
Peteraf, 2002; Sirmon and Hitt, 2009). Managers
serve in this role by redefining the growth and
opportunity boundaries of a firm and by redesign-
ing its competitive positioning in changing envi-
ronments (Castanias and Helfat, 1991; Mahoney,
1995; Penrose, 1959). In this process, managers
utilize environmental scanning to identify new
trends and opportunities, and integrate new ideas
and knowledge with the firm’s existing capabili-
ties, which is instrumental for success in product
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sequencing (Helfat and Raubitschek, 2000; Iansiti
and Clark, 1994). By identifying new technologies,
product applications, and competency combina-
tions, managers act as agents of change (Tripsas
and Gavetti, 2000).

While dynamic capabilities research has been
a fertile ground in producing insights on strate-
gic renewal and dynamic fit, we have limited
understanding when it comes to how managerial
capabilities produce changes in the firm’s con-
figuration of resources and competencies (Priem
and Butler, 2001; Sirmon, Hitt, and Ireland, 2007;
Sirmon and Hitt, 2009). Creating new compet-
itive advantages are highly desirable; however,
there are countless ways and directions in which
a firm can innovate and revitalize itself (Teece,
2007). In our current definitions, dynamic man-
agerial capabilities make things happen, but they
fail to capture how the firm’s set of manage-
rial capabilities drive and are influenced by the
unique configuration of resources and competen-
cies in the firm. Thus, an in-depth understand-
ing of dynamic managerial capabilities requires
new insight about (1) how dynamic managerial
capabilities themselves are configured and orches-
trated and (2) how executives’ capabilities result
in (re)configuration of a firm’s resources and
capabilities.

In addressing these questions, we build on Pra-
halad and Bettis’s (1986) powerful concept of the
firm’s dominant logic. We argue that dominant
logic is the missing link between the senior exec-
utive team’s capabilities and renewal of the firm’s
resources and competencies. We first develop a
theoretical framework to link the key attributes
underpinning dynamic managerial capabilities (i.e.,
managerial human capital, social capital, and cog-
nition) (Adner and Helfat, 2003) to top-level man-
agers’ dominant logic and the overall dominant
logic in the firm (Prahalad and Bettis, 1986). Sec-
ond, we unpack the concept of dynamic man-
agerial capabilities by considering the configura-
tion of these capabilities and the contributions
of the chief executive officer (CEO) in build-
ing fop management team absorptive capacity. We
elaborate on the CEQO’s orchestration of senior
executive team dynamics and how these efforts
can be conducive to managerial learning and
adaptation. Third, we present theory about how
executive team configuration and orchestration
efforts produce feedback effects on managers’
collective ability to revitalize a firm’s dominant
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logic. By studying the process through which
the CEO shapes the management team absorptive
capacity, we aim to contribute to the understand-
ing of the microfoundations of dynamic capabil-
ities (Teece, 2007). In developing our theoretical
framework, we assume intentionality and purpose-
ful choices made by managers (Barnard, 1938;
Penrose, 1959).

MANAGERIAL CAPABILITIES AND
DOMINANT LOGIC

Adner and Helfat (2003: 1012) define dynamic
managerial capabilities as ‘the capabilities with
which managers build, integrate, and reconfigure
organizational resources and competencies.” They
insightfully identify the three attributes underpin-
ning dynamic managerial capabilities as (1) mana-
gerial human capital, (2) managerial social capital,
and (3) managerial cognition. Managerial human
capital includes the skills and knowledge reper-
toire of managers, which are shaped by their
education and personal and professional experi-
ences (Becker, 1993; Castanias and Helfat, 2001).
Managerial experiences in specific contexts (e.g.,
industry, technology regime, and geographical
location) allow managers to acquire and develop
specialized knowledge and skills (Harris and
Helfat, 1997; Kor, 2003). Managerial social capi-
tal involves managers’ ability to access resources
through relationships and connections (Adler and
Kwon, 2002). Managers’ formal and informal net-
work ties help acquire essential resources and
provide them with critical information for deci-
sion making (Gelatkanycz and Hambrick, 1997).
Managers’ human capital and social capital are
linked because the information and knowledge that
managers gain through various relationships can
be crucial in building and renewing their human
capital (Coleman, 1988). Further, dynamic man-
agerial capabilities are driven by managerial cog-
nition, which consists of the belief systems and
mental models that managers use for decision
making (Prahalad and Bettis, 1986). Managerial
cognition is shaped by personal and professional
experiences and managers’ interactions in internal
and external networks (Adner and Helfat, 2003).
All three elements of dynamic managerial capa-
bilities—human capital, social capital, and cogni-
tion—are intertwined.

Strat. Mgmt. J., 34: 233-244 (2013)
DOI: 10.1002/smj



In this paper, we submit that the three elements
of dynamic managerial capabilities are also vitally
linked to the notion of managerial dominant logic
such that they are the key inputs in shaping this
logic. Managers’ dominant logic refers to ‘the way
in which managers conceptualize the business and
make critical resource allocation decisions—be it
in technologies, product development, distribution,
advertising, or in human resource management’
(Prahalad and Bettis, 1986: 490). This logic rep-
resents management’s view of the world, where
the firm stands in its business environment, and
what it ought to be doing. Dominant logic is an
articulation of the fundamental strategic beliefs,
assumptions, and intentions of the CEO and senior
management (Lampel and Shamsie, 2000).

The three elements of managerial capabilities
are foundational to the managers’ dominant logic.
First, managerial cognition plays a key role in
shaping managers’ beliefs and assumptions about
a particular firm. Managerial cognition involves
schemas and mental models that include a system
of theories and propositions (Huff, 1982; Prahalad
and Bettis, 1986) that managers use to see their
way through a bewildering flow of information to
make decisions (Walsh, 1995). Based on previous
experiments, accomplishments, and failures, man-
agers develop these cognitive lenses through which
they perceive and interpret the world. Managers’
dominant logic for a firm is created as founders
and managers, more specifically their cognitive
models, interact with a particular business and
firm environment, which yields assumptions and
expectations for this firm context. Thus, managers’
dominant logic for a firm is the product of applica-
tion of managerial mental models (along with their
human and social capital) in a particular business
context.!

Second, managerial human capital plays a key
role in shaping managers’ dominant logic for
a firm. Based on prior experience with certain
resource bundles and strategies, managerial human
capital becomes partly idiosyncratic, reflecting
specificity with respect to resource deployment,
development, acquisition, and combinations (Kor

! Despite the strong link between managerial cognition and man-
agerial dominant logic, these are separate concepts. Managerial
cognition represents the broader set of schemas and mental
models of managers, whereas managerial dominant logic for a
specific firm is what is generated affer the system of managerial
human capital, social capital, and cognition is deployed in pro-
cessing and interpreting the information specific to a firm and
its environment.
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and Leblebici, 2005). The knowledge of special-
ized resource strategies and their corresponding
managerial skill set then shape the key assump-
tions and heuristics that managers use to per-
ceive, interpret, and evaluate a particular business
environment. This human capital-based manage-
rial processing of internal and external stimuli is
then converted into strategic priorities and choices
about paths and patterns of firm growth and diver-
sification, competitive positioning, and capability
acquisition and development initiatives.

Third, managerial social capital is instrumental
to managers’ dominant logic for a firm. Inter-
actions with close network members (e.g., col-
leagues, mentors, and friends,) impact how man-
agers perceive and interpret information about the
external environment and evaluate what is achiev-
able by the firm. In the presence of the overwhelm-
ing amount of information managers often receive
(Walsh, 1995), conversations with confidant col-
leagues and friends within and outside the firm
help managers decide which stimuli to focus on,
what additional information to collect, and how to
process data in an efficient and coherent manner
(Mintzberg, 2009). Thus, by providing knowledge,
heuristics, and interpretive lenses, managers’ net-
works influence the beliefs and expectations man-
agers develop for a firm (Coleman, 1988; Nahapiet
and Ghoshal, 1998). In combination, these three
elements of dynamic managerial capabilities oper-
ate as an interactive system in the development of
managerial dominant logic for a particular firm.

Proposition 1: All three elements of dynamic
managerial capabilities—managerial human
capital, social capital, and cognition—are
strongly linked and foundational to the devel-
opment of managers’ dominant logic for a par-
ticular firm. This logic is constructed when the
three elements are deployed in processing and
interpreting the stimuli and information specific
to a firm and its environment.

At the initiation of the firm, its dominant logic
is very much a reflection of managerial dominant
logic. Over time, as managers implement and inter-
act with the dominant logic and make decisions
based on its underlying assumptions and expecta-
tions, this managerial logic expands in its meaning
and scale (von Krogh and Roos, 1996). Domi-
nant logic evolves to be an organizational-level
phenomenon as a system of expectations, beliefs,
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and priorities that are embedded in the firm’s rou-
tines, procedures, and resource commitments. The
knowledge and reasoning that support the assump-
tions and priorities embedded in a dominant logic
are recorded in organizational memory through
formal routines and informally shared understand-
ings (Ouchi, 1980). This recording reflects an order
in the resulting knowledge structure but it still
allows some ambiguities and interpretive varia-
tions (Levitt and March, 1988). Thus, over time,
dominant logic extends beyond the managerial
level. An established dominant logic exhibits firm-
level properties and procedures that inform and
influence organizational participants in pursuing
their productive efforts and initiatives (Cyert and
March, 1963; Lampel and Shamsie, 2000).
Further, an established dominant logic works
as a firm-level information filter screening out
unneeded and unwanted information (Bettis and
Prahalad, 1995). This information filter helps to
economize on the time and attention of manage-
ment and employees by channeling their attention
and efforts to the implementation of the domi-
nant logic. The filter functions to scan and retain
appropriate data, so that decision makers can con-
centrate on the ‘relevant’ information input. Thus,
the filtering system helps to efficiently deploy the
cognitive resources of managers and enables them
to resolve the ambiguities they encounter (Weick,
1995). With this guidance, the corporate entity can
achieve a higher-order consistency in how different
business units approach decisions in a multidivi-
sional firm, and in the managerial pursuit of the
strategic intent in a single business firm (Lampel
and Shamsie, 2000). We illustrate these relation-
ships in Figure 1.

| Human
Dynamic | capital ™
managerial | social |
capabilities capital
 Cognition |
|

dominant logic

Proposition 2: Over time managerial dominant
logic expands in its scale and meaning and
becomes embedded in a firm’s routines, pro-
cedures, and resource commitments. An estab-
lished dominant logic, with its underlying
assumptions, priorities, and belief systems,
serves as an organizational-level information
and competency filter and guides both manage-
rial and employee actions and initiatives in con-
figuring a firm’s resources and competencies.

Thus, we emphasize here that dominant logic
influences a firm’s resource and competency con-
figuration (1) by serving as an information fil-
ter (Bettis and Prahalad, 1995), and (2) by cre-
ating a competency filter. As the initial resource
deployment decisions in the firm are shaped by
managers’ dominant logic, a resource and capa-
bility infrastructure emerges, featuring particular
resource combinations and co-specialized capabil-
ities (Teece, 1986; Tripsas, 1997). This infrastruc-
ture not only reflects commitment, priorities, and
the strategic intent of managers (Ghemawat, 1991)
but also involves an underlying network of rou-
tines, procedures, and knowledge systems that feed
ongoing capability development efforts (Nelson
and Winter, 1982). A firm’s resource and capa-
bility endowment influences the search efforts for
growth, diversification, and strategic experimenta-
tion, which then ignite the changes in the configu-
ration of the firm’s resources and competencies to
fulfill new ambitions (Penrose, 1959). Therefore,
a firm’s organization-wide search and experimen-
tation efforts are subject to path-dependencies cre-
ated by the capability stocks and information flows
that are (at least partly) intertwined with the firm’s
dominant logic.
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Figure 1.
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Managerial capabilities and the emergence of firm’s dominant logic
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This line of reasoning also suggests that an
established dominant logic can serve as a stabi-
lizing force in strategy implementation and even
influence the search for new directions of growth
and innovation. This bears a critical question. What
will then be the source of change and strate-
gic renewal in firms with an established dom-
inant logic? Exogenous factors such as change
in technology, deregulation, and competition can
invoke a change in the firm’s strategy (Gimeno
and Woo, 1996). However, these events are still
subject to interpretation by the managers. An
exogenous change can have different meanings
and consequences for each firm due to unique
resource and activity configurations within firms
(Siggelkow, 2002) and due to the subjectivism
in managerial perceptions, expectations, and pref-
erences, resulting in firm-level heterogeneity in
responses to events and shifts in the environ-
ment (Kor, Mahoney, and Michael, 2007). Here
differences in managerial alertness, responsive-
ness, and learning as part of the fop manage-
ment team absorptive capacity shape the firm’s
reaction to new internal and external information
(Boulding, 1956; Cohen and Levinthal, 1990). We
define top management team absorptive capac-
ity as the collective capacity of managers to
absorb new knowledge and combine their exist-
ing knowledge repositories with new insights,
assumptions, and knowledge systems. Such com-
binations yield fresh managerial perceptions and
realizations about the future possibility set for
the firm and the need for adjustments in the
firm’s competency portfolio. Next, we give atten-
tion to these dynamic properties of managerial
capabilities.

TWO CRITICAL FUNCTIONS OF THE
CEO: CONFIGURATION AND
ORCHESTRATION

The absorptive capacity of the management team
can be grown and modified in two ways:
(1) through reconfiguration of the executive team
dynamic capabilities, and (2) through continued
learning by the existing senior-level executives.
We consider each path in turn. Regarding the
first path, configuring senior executive compe-
tencies directly shapes the absorptive capacity of
the management team. This vital function of the

Copyright © 2012 John Wiley & Sons, Ltd.
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CEO involves identifying, recruiting, and bring-
ing together the relevant bundle of specialized
and general managerial skills, and considering the
trade-offs among them. In assembling the exec-
utive team dynamic capabilities, the CEO has
to consider the firm’s current strategy and its
specialized needs for managerial skills, network
access, and the experiential knowledge of cer-
tain competitive environments (Harris and Helfat,
1997; Sirmon and Hitt, 2009). For example, in
a particular firm, the knowledge of forming and
managing research and development alliances can
have utmost importance in terms of manage-
rial human capital, whereas in another firm, an
expertise in building infrastructure and systems
that support fast-growing franchising networks
can be the key managerial asset. Even though
managers in both firms have valuable human
capital, they cannot substitute for one another
due to the specialized nature of their capabilities
(Helfat and Peteraf, 2003; Kor, 2003). Likewise,
returns to investments in executive (and other)
human capital are likely to vary based on the
resource deployment environment contingencies,
such as the firm’s strategy domain attributes and
competitors’ resource practices (Sirmon and Hitt,
2009).

Managers also frequently utilize generic skills
such as organizing, team building, networking,
and collaborating (Mintzberg, 2009: 91). Entre-
preneurial skills such as alertness, sensing new
opportunities, scanning and interpreting informa-
tion, and constructing new business models can
also be included in this generic category (Teece,
2007) and are crucial to the sustaining of a
firm’s dynamic capabilities (Helfat et al., 2007).
Generic skills are transferable from one firm to
another, and are crucial for the process of man-
agement and in pursuing new business initia-
tives. These skills are partly driven by man-
agers’ innate analytical, cognitive, and creative
abilities, and are also learned through years of
experience and reflecting (as part of the craft of
managing) (Mintzberg, 2009). However, despite
their value and applicability in multiple settings,
generic skills are not a substitute for specialized
skills. Therefore, in configuring the senior man-
agement dynamic capability set, a major challenge
for the CEO is to achieve a dynamic alignment
between the firm’s dominant logic and the essen-
tial bundle of generic and specialized managerial
capabilities.
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During the process of recruiting and combining
different types of managerial capital and mental
models, the CEO uses ingenuity and personal judg-
ment in evaluating the current dominant logic and
anticipating changes to it. Anticipation of contin-
ued viability of the current dominant logic may
encourage the CEO to build a senior executive
team that is tightly coupled with the requirements
of that logic, because tight coupling maximizes
implementation success. If anticipating and envi-
sioning a shift in the dominant logic, on the other
hand, a CEO is likely to alter the competency
profile of the executive team and start acquiring
managerial capabilities for the next stage of firm
growth and change (Cho and Hambrick, 2006).
Alternatively, a CEO may anticipate changes to
the current logic, but still face substantial uncer-
tainties about the timing and nature of the shifts.
In that case, when recruiting and promoting, the
CEO may emphasize generic human capital over
specialized human capital, since generic skills can
be leveraged more effectively for different types
of strategic shifts and repositioning. These CEO
judgments about (1) how to achieve a balance
between generic and specialized management cap-
ital, and (2) the tight versus loose coupling of
management capabilities with the firm’s dominant
logic are likely to have a significant impact on
the executive team absorptive capacity. Manage-
rial absorptive capacity tailored to a specific strat-
egy domain can be highly effective in a particular
decision system and strategic context (Sirmon and
Hitt, 2009). Indeed, this knowledge and exper-
tise endowment may allow for speedy knowledge
acquisition in the neighboring knowledge domains
and increase the depth of expertise in the current
knowledge domain (Cohen and Levinthal, 1990),
thereby yielding even more specialized manage-
rial competence. This could be a virtuous circle
in some environments, but could also grow into
a vicious cycle or competency trap if the envi-
ronment changes or the firm enters new markets
(Levitt and March, 1988). A highly idiosyncratic
absorptive capacity may not facilitate (and may
even block) managerial learning when the firm
is faced with unexpected challenges, shifts, and
new strategic contexts. Thus, the choices regard-
ing building the executive team absorptive capacity
have vital implications on the firm’s evolution-
ary fit, and these choices are intertwined with
the CEO’s vision about the future viability of
dominant logic.

Copyright © 2012 John Wiley & Sons, Ltd.

Proposition 3a: The CEO plays the lead role
in (re)configuring dynamic managerial capabili-
ties within the senior executive team. Recruiting,
promoting, and combining various types of man-
agerial capabilities involves the interpretation
of the existing dominant logic and anticipating
changes to it.

Proposition 3b: Configuration function of the
CEO requires delicate balancing of specialized
and generic management skills, and deciding
how tightly (or loosely) to align executive man-
agerial capabilities with the firm’s dominant
logic. These decisions determine the level of
specificity of the management team’s absorptive
capacity, which in turn drives the team’s adap-
tive capacity.

Besides the executive team configuration,
absorptive capacity of the management team can
also be grown through continued learning by
the existing senior executives. This expansion in
the dynamic properties of managerial capabili-
ties is affected by the second key function of
the CEO—the orchestration of the team dynamics.
Teece (2007: 1335-1336) describes the similari-
ties between top executive functions and those of
an orchestra conductor. Similar to a conductor, a
CEO in the business context has the critical job of
continuous orchestration of firm’s assets to pro-
mote complementarities and productive exchanges
in the firm. Utilizing this analogy, we focus on a
CEQ’s orchestration of the senior executive team
that deals with the CEO’s ability to facilitate indi-
vidual and team efforts.

In an orchestra, even world-class musicians
may not suffice for the orchestra to excel in
performance. A conductor helps to induce and
integrate harmonious and synchronized perfor-
mances of individual musicians and energizes
the musicians to perform at their best. Similarly,
while executives have their individual talent and
absorptive capacities, the top management team’s
absorptive capacity is more than a collection (or
aggregation) of individual absorptive capacities of
executives. Management team absorptive capac-
ity entails the collective capacity of managers to
learn from each other (and from other sources) as
a result of the exchanges, interactions, and col-
laborations among team members. Without effec-
tive team dynamics and orchestration, management
team absorptive capacity is reduced to a set of
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atomistic individual absorptive capacities that are
deployed in isolation from one another. Emer-
gence of a team absorptive capacity requires man-
agerial interactions and co-deployment of execu-
tives’ dynamic capabilities. The strength of man-
agement team absorptive capacity lies on the pro-
ductive and synergistic nature of these interac-
tions. A strong absorptive capacity yields superior
joint decision outcomes and enhanced individual
capacities.

In this process, the CEO plays a key role
in establishing and strengthening a team culture
where ideas, perspectives, and beliefs are shared,
discussed, and negotiated (Mintzberg, 2009). In
effective executive teams, members recognize each
other’s abilities and are willing to mutually learn
and adjust. These teams show a high level and
sophistication of common knowledge, language,
and shared meaning (Arrow, 1974), which enable
them to integrate unique insights and specialized
knowledge bases (Grant, 1996). A well-nourished
and conditioned executive team absorptive capac-
ity is a precursor to the ability of the team to
learn continuously and be open to new possi-
bilities. Without social learning and integration
mechanisms that enable managers to combine
contrasting knowledge streams and capabilities
(Benner and Tushman, 2003; Kogut and Zander,
1992), the executive team’s absorptive capacity
will be lacking in knowledge utilization capabil-
ities (such as knowledge transformation, acqui-
sition, assimilation, and exploitation) (Zahra and
George, 2002).

Thus, the CEQO’s ability to mentor, teach, coun-
sel, and nurture senior managers both helps execu-
tives flourish as individual managers, and promotes
a fruitful and synergistic co-deployment of man-
agerial capabilities. This collaborative approach
involves a positive team environment that nur-
tures synergy, interactive learning, and debating,
along with a shared sense of respect and sup-
port for team members (Foss et al., 2008). This
environment fosters collective social capital among
managers, which then feeds and grows the team’s
intellectual capital (Naphiet and Ghoshal, 1998).

Effective orchestration of the senior executive
team also involves anticipating, preempting, rec-
ognizing, and resolving team process issues. These
issues may include (collective) decision making
biases or interpersonal conflicts that may distract
team members from strategic issues (Eisenhardt

Copyright © 2012 John Wiley & Sons, Ltd.
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and Schoonhoven, 1990). As the orchestra con-
ductor, a CEO can utilize techniques that min-
imize group decision making biases and make
use of social processes and tools to resolve con-
flicts. Effective orchestrators forestall unproductive
power concentrations within the team, and promote
dialectic inquiry and debating processes (Walsh
and Fahey, 1986). By supporting a team climate
that demands, rewards, and nurtures exchange
of ideas and team-based innovation, an effective
orchestrator promotes a strong management team
absorptive capacity.

Proposition 3c: The CEOQ’s ability to orches-
trate the senior executive team by fostering a
positive team environment and coaching of exec-
utive team efforts will enhance the executive
team’s absorptive capacity, and cultivate the
team’s ability to combine specialized knowl-
edge streams and contrasting insights, ideas,
and knowledge streams.

FEEDBACK EFFECTS AND
REVITALIZATION OF DOMINANT
LOGIC

Effective configuration and orchestration of exec-
utive dynamic managerial capabilities will come
to bear fruit in supplementing and reinforcing
the CEO’s own dynamic managerial capabilities.
Even those CEOs with the most extraordinary tal-
ent, intuition, and entrepreneurial judgment are
likely to benefit from a team approach to strate-
gic decision making. Yet, the product of this
effort will be as good as the overall quality
and versatility of the CEO’s internal and exter-
nal brain trust, especially the senior-level exec-
utives (Virany, Tushman, and Romanelli, 1992).
The choices and trade-offs a CEO makes in con-
figuring the bundle of senior executive capabilities
later shape the direction, versatility, and novelty
of the inputs received from them. CEOs who sur-
round themselves with cognitively diverse con-
fidants and colleagues will have access to rich
and pluralistic perceptions and interpretive lenses.
The CEQO’s cultivation of a team environment that
promotes sharing of different ideas, insights, and
viewpoints will open and maintain a channel of
communication that feeds critical information to
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the CEO, embellishing his or her dynamic man-
agerial capabilities.’

Proposition 4: Effective configuration and
orchestration of the senior executive team
dynamic managerial capabilities will reinforce
and bolster the CEO’s own dynamic managerial
capabilities.

The CEO’s use of processes to invite and incor-
porate creative and cognitive inputs of key infor-
mants such as senior executives (along with mid-
dle and lower-level managers, frontline employ-
ees, and board members) can make organizational
renewal a more distributed phenomenon.® While
dominant logic may be pre-given or predefined
at a point in time (von Krogh and Roos, 1996),
it can assume adaptive and emergent qualities
when (and if) managers perceive that assump-
tions of the dominant logic are no longer valid
(Bettis and Pralahald, 1995). We argue that the
CEQO’s dynamic managerial capabilities in con-
certo with the senior executive capabilities will
drive their ability to recognize the need to revital-
ize the dominant logic. These feedback effects of
managerial capabilities on firm’s dominant logic
suggest that a firm’s ability to achieve evolution-
ary fit is closely linked to the (1) ever evolving,
intricate architecture of (specialized and generic)
elements of dynamic managerial capabilities, and
(2) the level (degree) of internal fit between the
firm’s dominant logic and managerial capabili-
ties.

Accumulation of highly specialized manage-
rial skills, expertise, and social capital can lead
to enhanced knowledge absorption in a particu-
lar knowledge domain, but it can also weaken

2 CEOs differ in their openness to divergent views and unfa-
miliar thoughts, and thereby, in their willingness to surround
themselves with outspoken executives who have diverse skills
and expertise. This underscores the importance of the CEO’s
personality, experience repertoire, and mental model (Kisfalvi
and Pitcher, 2003; Pitcher and Smith, 2001). We thank Anne
Smith for this insight.

3 A CEO can bolster top management absorptive capacity by
regularly seeking input from a ‘dynamic periphery’ of managers
who can inject the team with needed expertise, ideas, and per-
spectives (Roberto, 2003). This dynamic periphery continuously
enriches and expands the knowledge base and idea spectrum
of both the CEO and the ‘stable core’ of executives. Likewise,
the CEO may ratify changes to lower down in the organiza-
tion, which highlights the role of lower-level managers and key
employees in making adjustments to the configuration of a firm’s
resources and competencies. We thank Associate Editor Connie
Helfat and Anne Smith for these insights.

Copyright © 2012 John Wiley & Sons, Ltd.

managers’ ability to recognize and utilize unfa-
miliar knowledge. Generic managerial skills such
as entrepreneurial skills (e.g., alertness, sensing
new opportunities), team building, collaborating,
and networking skills (Harris and Helfat, 1997;
Mintzberg, 2009; Teece, 2007) tend to be more
applicable in multiple business settings, and they
facilitate the absorption of new knowledge. Yet
because both specialized and generic managerial
skills can be vital, CEOs have to consider the
trade-offs and try to create a proper balance of
these skills in the management team. This balance
depends on contingencies such as anticipation of
strategic change, the availability of managerial tal-
ent in (internal and external) executive markets,
and the firm’s ability to acquire and combine these
managerial capabilities. Market- and technology-
based uncertainties, talent shortage in executive
markets, internal political dynamics, and the lack
of resources in the firm can constrict the abil-
ity of the CEO to make adjustments in the team
and achieve an appropriate repertoire of skills and
competencies.*

Likewise, CEOs make critical choices in devis-
ing the appropriate level of fit between the firm’s
dominant logic and managerial capabilities. A tight
coupling of dynamic managerial capabilities with
the firm’s dominant logic can create cognitive and
skill-based impediments to executives’ perception,
willingness, and ability to revise the dominant
logic. Since senior-level management makes up
a crucial portion of the CEO’s readily available
brain trust, such rigidities will also hinder the abil-
ity of the CEO to foresee the need for and pursue
modifications in the current system of assumptions,
beliefs, and priorities. CEOs may be able to miti-
gate these rigidities (Leonard-Barton, 1992) in part
with effective executive team orchestration that
encourages forward thinking, open debates, dialec-
tic inquiry, and managerial learning. Thus, these
decisions concerning configuration and orchestra-
tion of executive capabilities shape the strength
and versatility of the management team’s absorp-
tive capacity. As an interactive system, the CEO

4 Moreover, a radical shift in the environment may call for
a complete overhaul of upper management including a CEO
change (Finkelstein, Hambrick, and Cannella, 2009). Firms that
match the dramatically changed environment with a new CEO
with appropriate credentials exhibit superior performance (Datta
and Rajagopalan, 1998).
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Figure 2. Managerial capabilities, CEO-executive team
absorptive capacity, and revitalization of the dominant
logic

and senior executive dynamic management capa-
bilities drive managers’ collective ability fo recog-
nize the need for revitalization of the firm’s domi-
nant logic, and the rate of success in renewing the
dominant logic. We illustrate these relationships in
Figure 2.

Proposition 5: The CEO’s dynamic manage-
rial capabilities in concerto with senior execu-
tive dynamic managerial capabilities will shape
their collective ability to recognize the need for
revitalization of the firm’s dominant logic. Man-
agement teams with a strong team absorptive
capacity will have a better rate of success in
revising the dominant logic to achieve evolution-

ary fit.

DISCUSSION

Our paper contributes to the literatures on dynamic
capabilities and managerial competencies in three
ways. First, it connects dynamic capabilities litera-
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ture (specifically research on dynamic manage-
rial capabilities) with the notion of firm’s domi-
nant logic. In establishing this link, we develop
theory about how the underlying elements of
dynamic managerial capabilities (managerial cog-
nition, human capital, and social capital) give rise
to managers’ dominant logic, which in turn is
linked to the firm’s dominant logic. Second, we
develop theory on how the executive configura-
tion function creates and sculpts the management
team’s absorptive capacity, which then shapes the
team’s adaptive capacity. CEOs also influence the
team’s absorptive capacity through executive team
orchestration, which involves managing comple-
mentarities within the team and cultivating pro-
ductive team efforts. Third, we provide theory on
how these two key CEO functions—configuration
and orchestration of senior executive dynamic
capabilities—produce feedback effects and bol-
ster a CEO’s own dynamic managerial capabilities.
Within a dynamic capabilities framework, these
feedback effects complete a full circle of the inter-
play between dynamic managerial capabilities and
the firm’s dominant logic.

The research insights in this paper underscore
the need for a more sophisticated typology of
managerial human and social capital that iden-
tifies a large spectrum of specialized types of
skills and experiences (Harris and Helfat, 1997,
Kor, 2003), as well as generic managerial skills.
An intuitive understanding of managerial capa-
bilities requires a sophisticated system of rec-
ognizing, measuring, and evaluating specific ele-
ments of managerial human capital, social capi-
tal, and cognition. To achieve this, we may con-
sider the virtues of going beyond a demographics-
based understanding of executive human capital
to a skill-based, experience-based, relationship-
based, and cognition- and value-based understand-
ing of executive-team capital (Bailey and Helfat,
2003; Priem, Lyon, and Dess, 1999). Likewise, as
shown by Sirmon and Hitt (2009) and Kor and
Leblebici (2005), we may benefit from efforts to
identify and understand the complex interdepen-
dencies between the firm’s choices in business and
competitive strategy and its choices about manage-
rial resource development and deployment prac-
tices and investments. It is these multilevel asset-
strategy interdependencies that are at the hearth of
a firm’s ability to achieve internal fit, external fit,
and evolutionary fit. As such, asset interconnected-
ness (Cool and Dierickx, 1989) and asset-strategy
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interconnectedness are central to the dynamic ten-
sions among a firm’s internal fit, external fit, and
evolutionary fit.

Further, we encourage future research that sheds
light on coevolution of dynamic managerial capa-
bilities and the firm’s dominant logic. A range of
internal and external factors (e.g., new business
opportunities, competitive pressures, and gover-
nance issues) can act as triggers or moderators
in the coevolution of executive team configuration
and dominant logic, and there is much research
to be done to discover how an unexpected critical
event or a series of events can cause shifts in the
belief and knowledge systems of executives (Lam-
pel, Shamsie, and Shapira, 2009). A leap forward
in dynamic capabilities research hinges on an intu-
itive understanding of how managers, individually
and as a team, perceive, process, and interpret new
stimuli and information and respond to them.

In conclusion, this paper highlights the critical-
ity of connecting and codeveloping our theories
about dynamic managerial capabilities and domi-
nant logic. We look forward to future research that
further unpacks and advances these insights and
propositions.
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