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Abstract 

The transformative power of Information Technology (IT) presents many exciting 

opportunities for organizations to use IT to achieve business success. While some CEOs 

of leading organizations are taking advantage of IT’s transformative potential, others are 

not due to their lingering doubt concerning the potential of IT and the ability of IT 

executives to contribute to business value and competitive advantage. These expectancies 

of IT and IT executives, held by CEOs, are believed to be instrumental in decisions 

regarding the eventual deployment of IT. To examine this important organizational 

phenomenon, this dissertation studies the existence and nature of CEOs’ expectancies of 

IT and their IT executives  in increasing business value and strategic advantage, and 

investigates the antecedents and consequences of these value expectancies using data of 

large- and medium- sized Canadian organizations. This dissertation consists of three 

papers that are closely related. 

The first paper focuses on the nature of CEOs’ value expectancies of IT and their 

IT executives, finding that these expectancies significantly predict the strategic roles IT 

plays in organizations and, subsequently, significantly predict business performance. The 

second paper examines the social antecedents of CEOs’ value expectancies of their IT 

executives, demonstrating how social categorization and social identification can play a 

critical role in influencing these expectancies. The third paper investigates the cognitive 

antecedents of CEOs’ value expectancies of IT and their IT executives, and finds a 

spectrum of cognitive processes that significantly predict these expectancies. Based on 

prominent social and cognitive theories, the research frameworks provide a powerful lens 

for examining this organizational phenomenon. Through this lens, the dissertation 
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contributes to the theoretical underpinnings and empirical findings about CEOs’ value 

expectancies of IT and IT executives, their performance implications, their social and 

cognitive antecedents, and ultimately suggesting how managers can leverage IT resources 

and capabilities to enhance their organizational performance. 
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Chapter 1 

Introduction 

The transformative power of information technology (IT) presents many 

opportunities for organizations to increase business value and strategic advantage using 

IT. For example, research suggests that IT can be used to reduce costs by streamlining 

business, to increase revenue by developing market insights and sophistication, to foster 

innovation and growth, and to increase business speed and agility (Bharadwaj 2000; 

Melville et al. 2004; Oh and Pinsonneault 2007; Piccoli and Ives 2005; Sambamurthy and 

Zmud 2000; Sambamurthy et al. 2003; Wade and Hulland 2004). While some CEOs in 

leading organizations leverage digital technology to achieve competitive advantage, 

others doubt IT’s potential and IT executives’ ability to contribute to business value and 

competitive advantage. This doubt, first manifested in the “productivity paradox” (i.e., 

“IT is seen everywhere except in the bottom line”), and continuing with the more recent 

notion that “IT doesn’t matter” (Carr, 2003), flourishes today with business leaders 

frequently challenging the value contribution and strategic potential of IT and IT 

executives (Cramm 2010; Overby 2005; Prewitt 2005).  

In conjunction with these value expectancies of IT and IT executives, in some 

organizations, Chief Information Officers (CIOs) lack credibility (Cramm 2010), and 

oversee day-to-day operations rather than tackling longer-term strategic goals (Conz 

2008). Although recognizing that business success relies on a strong IT-business 

partnership in strategic planning (Jaska and Hogan 2006), some organizations relegate 

their CIOs to operational roles that, in almost every case, yield limited value extraction 

from their IT investment. Responses to a recent senior executive survey show that, while 
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84% of CIOs believe that technology is redefining their industries, only 16% of them feel 

that their organizations fully benefit from IT's potential (IBM 2007). With a total 

projected IT spending of over $3.3 trillion in 2010, a 3.3% increase from 2009 (Gomolski 

2009), the under achievement of IT value is clearly a concern. 

Beyond the recognition of the existence of limiting CEOs’ perceptions of IT and 

IT executives, however, little is understood about their nature, formation, and impact. 

Research is being called to address this issue.  

“The most important lesson to the IS field is that IT executives and 

academics alike have spent far too much time worrying about the ‘winning 

CIO qualities’, ‘IT benchmarking’ and developing ‘IT performance and 

operations measures’ instead of understanding the dynamics of 

perceptions in order to shape and manage them at the top management 

level” (Hirschheim et al. 2003).  

This dissertation responds to the research call, and examines the linkage between 

CEOs’ value expectancies of IT and IT executives and the behaviours enacted by CEOs, 

associates these behaviours with strategic roles of IT and organizational performance 

outcomes, and uses two well-established theoretical lenses to explain why these 

expectancies exist and persist
1
. The dissertation addresses three specific research 

questions in three papers:  

          Paper 1: Do CEOs’ value expectancies of IT and their IT executives predict 

business performance? 

          Paper 2: Do social factors predict CEOs’ value expectancies of their IT executives? 

          Paper 3: Do cognitive factors predict CEOs’ value expectancies of IT and their IT 

executives?  

                                                     
1
 Full ethics clearance was received before the study was undertaken. 
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The first paper examines how CEOs’ expectancies of IT and their IT executives in 

increasing business value and strategic advantage can ultimately shape business 

performance using the self-fulfilling prophecy theory (e.g., Pygmalion effect) (Jussim 

1986; Rosenthal and Jacobson 1968; Shapiro et al. 2007). Since the initial evidence of 

“Pygmalion in the classroom” (Rosenthal and Jacobson 1992), self-fulfilling prophecy 

theory has become a prominent research topic, which experiences consistent empirical 

support in the literature (e.g., Caplan et al. 1989; Chapman and McCauley 1993; Eden 

and Kinnar 1991; Eyring et al. 1993; Frayne and Latham 1987; Gist et al. 1989; Sutton 

and Woodman 1989). Self-fulfilling prophecy theory is particularly relevant to this 

research because the goal is to study the performance implications of CEOs’ expectancies 

of IT and IT executives.  Based on this well-developed theory, this research suggests that 

CEOs hold expectancies of IT and their IT executives with regard to their potential and 

ability to help increase business value and strategic advantage, that they act on these 

expectancies by motivating and enabling their IT executives to take on roles that 

correspond to their expectancies, leading to value outcomes that fulfill their expectancies. 

The effects were assessed with a sample of CEOs at large- and medium- sized Canadian 

companies. The results show that CEOs’ value expectancies of IT and their IT executives 

significantly predict their Information Systems (IS) leadership behaviours, which in turn 

predict their organizations’ IT strategic roles that subsequently predict the business 

performance of the organizations. Thus, results suggest that CEOs’ hold varying value 

expectancies of IT and their IT executives, that they act on these expectancies, and that 

these actions are consequential. 
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With an understanding of how CEOs’ value expectancies of their IT executives 

associate with business performance, the next question is what may influence these 

expectancies. The second paper addresses this question using social identity theory to 

examine the social antecedents of CEOs’ value expectancies of their IT executives. 

Social identity theory is considered one of the most successful applications of 

fundamental psychology in organizational contexts (Blader and Tyler 2009). Since its 

applications in organizational research were elaborated (Ashforth and Mael 1989), social 

identity theory has been considered a key theoretical perspective for studying social and 

psychological dynamics in organizations (e.g., Blader and Tyler 2009; Haslam 2004).  

An increasing body of literature in organizational research has adopted a social 

identity theoretical perspective. For example, literature in group dynamics suggests that 

perceptions that are driven by social identity and categorization forces affect the 

behaviours and performance of group members. In-group members may develop negative 

perceptions of out-group members, maintain social distance, and subordinate the out-

group members (Billig and Tajfel 1973; Locksley et al. 1980). Inter-group bias driven by 

social categorization and comparison can disrupt task-related information processing, 

create tension and conflict between members of different groups, and have negative 

effects on performance (van Knippenberg et al. 2004).  

Studies also show that team performance may be affected by social categorization 

and identification that are based on functional difference. Functional differences among 

individual members of the team may prompt the team members to interpret the task 

differently, see different key factors for successful performance, and have conflict as they 

attempt to solve different problems (Cronin and Weingart 2007). It was found that in 
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international joint venture management groups, functional differences, especially large 

ones, induce relationship conflict, heighten substantive conflict beyond its beneficial 

range, and set off a downward spiral of relationship conflict, substantive conflict, and 

behavioural disintegration (Hambrick et al. 2001).  

Furthermore, literature suggests that the effects of social categorization and 

identification on performance are more significant for members of a group whose status 

is relatively low or insecure than for members of groups whose status are well established 

(van Rooy et al. 2003). It was found that functional dissimilarity among members of 

cross-functional teams had negative impacts on performance only when the size 

difference between groups was salient (Randel and Jaussi 2003). In this process, 

performance of the larger groups is less likely affected than performance of the smaller 

groups (Ashforth and Mael 1989).  

Although the social identity perspective has been widely adopted in 

organizational research, it has been largely ignored in the IT business value literature. 

Given the prevalent IT--business divide in organizations, social identity theory offers a 

promising theoretical perspective for addressing the research question. Social identity 

theory suggests that people are inclined to perceive those who are similar to them as in-

group members, and those who are different from them as out-group members, and that 

they tend to perceive in-group members more favourably than out-group members 

(Ashforth and Mael 1989; Dutton and Dukerich 1991; Hogg and Vaughan 2002; Tajfel 

and Turner 1985). Based on the theory, the second paper examines the social antecedents 

of CEOs’ value expectancies of their IT executives. 
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The immediate relevance of social identity theory for this study derives from the 

relative distinctiveness of IT compared to other business functional areas. Compared to 

the long established business functions such as marketing and finance, IT has only 

recently emerged as a top-management function (Rockart 1988; Stephens et al. 1992). 

Rooted in computer science and engineering, IT is different from business in principle, 

and thus may be difficult to comprehend for business executives (Willcoxson and 

Chatham 2004). The perceived distinctiveness of IT executives and subsequent social 

identification may constitute a source of CEOs’ value expectancies of their IT executives. 

The research hypotheses of the second paper were strongly supported by empirical data 

of a large sample of CEOs. 

The third paper explores the cognitive antecedents of CEOs’ value expectancies 

of IT and their IT executives using illusory correlation theory, a prominent cognitive 

approach useful for understanding the formation of expectancies (Alloy and Tabachnik 

1984; Arkes and Harkness 1983; Berman and Kenny 1976; Bettman et al. 1986; 

Chapman and Chapman 1967; Fiedler 1991; Hamilton 1981; Jussim 1986; Kao and 

Wasserman 1993; Orr and Lanzetta 1980; Shanks and Dickinson 1987; Shweder 1975, 

1977). According to illusory correlation theory, novel objects are often paired with 

negative incidences following false cognitive processing, leading to unfavourable 

perceptions of these objects (Arkes and Harkness 1983; Chapman and Chapman 1967; 

Kao and Wasserman 1993). In addition, illusory correlation theory suggests that people 

tend to pair numerically rare social groups with negative incidences, along with biased 

cognitive processes, leading to unfavourable perceptions of these social groups, when 

they in fact exhibit the same proportion of positive to negative behaviours as larger social 
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groups (Hamilton and Gifford 1976; Hamilton and Sherman, 1989; Mullen and Johnson, 

1990). Given IT’s relative novelty compared to other business functions (Willcoxson and 

Chatham 2004) and the numerical rarity of IT executives compared to all other business 

executives on the executive team, illusory correlation theory is immediately relevant and 

may constitute another source of CEOs’ value expectancies of IT and IT executives. The 

research hypotheses received strong empirical support as reported in the third paper. 

  To summarize, this dissertation examines CEOs’ value expectancies of IT and IT 

executives, their business performance implications, and their social antecedents and 

cognitive antecedents. The first paper presents a theoretical framework based on self-

fulfilling prophecy theory (e.g., Pygmalion effect), associating CEOs’ value expectancies 

of IT and their IT executives with CEOs’ IS leadership behaviours, which are linked to 

IT’s strategic roles, which in turn, are linked to firm business performance. The second 

paper develops a theoretical model based on social identity theory, linking social 

categorization and social identification to CEOs’ value expectancies of their IT 

executives. The third paper builds a theoretical framework based on illusory correlation 

theory, associating a spectrum of illusory cognitive processes with CEOs’ value 

expectancies of IT and their IT executives. The results support the notion that CEOs’ 

value expectancies of IT and their IT executives can play a significant role in shaping 

IT’s business value, and that social factors and cognitive factors strongly predict CEOs’ 

value expectancies of IT and their IT executives. Taken together, the results suggest 

opportunities to enhance business value by reducing potential social and cognitive 

barriers that can influence CEOs’ value expectancies of IT and their IT executives. 
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Chapter 2 

CEO Perceptions and Business Value of IT: a Case of Pygmalion Effect 

Abstract 

Two decades ago, Stephen Roach of Morgan Stanley coined the term 

“productivity paradox” to refer to the notion that information technology (IT) 

“appears everywhere except the bottom line” (Solow 1987). Since then, the value and 

roles of IT and the Chief Information Officers (CIOs) have been continuously 

doubted and questioned. This research takes a novel theoretical perspective and 

investigates the extent to which such expectancies of IT and IT executives 

themselves may contribute to the IT value paradox. It is hypothesized that 

expectancies held by Chief Executive Officers (CEOs) about IT’s and IT executives’ 

capacity in increasing business value and strategic advantage are part of a self-

reinforcing mechanism – a Pygmalion Effect in accordance with the Self-fulfilling 

Prophecy Theory. That is, IT executives are cast in roles that align closely with 

expectancies held by CEOs. Based on data of CEOs at large- and medium- sized 

Canadian companies, the study examines the hypothesized relationships and finds 

that CEOs hold varying expectancies of IT’s potential and their IT executives’ ability 

to increase business value and strategic advantage. Furthermore, the results suggest 

that (1) CEOs’ value expectancies of IT predict CEOs’ IS leadership behaviours, (2) 

CEOs’ IS leadership behaviours predict IT’s strategic roles in their organizations, and 

(3) IT’s strategic roles predict the business performance of the organizations. These 

results have immediate implications for CEOs and IT executives, and suggest new 

and exciting avenues for future research. 
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2.1 Introduction 

The history of Management Information Systems (MIS) can be characterized as 

an uphill battle for acceptance and respectability within academic and practitioner 

communities. The first wave of computer-based automation was greeted with scepticism 

with references to the “sheer folly” of the MIS concept (Ackoff 1967). As the adoption of 

information systems spread across the primary business functions, the “folly” debate 

morphed into a challenge that IT was failing to create discernable organizational value 

(Roach 1989; Roach 1991; Strassmann 1990). This second wave reached its zenith with 

the claim that “IT appears everywhere except on the bottom line” (Solow 1987). This 

challenge persisted until eventually trumped by evidence to the contrary (e.g., 

Brynjolfsson and Hitt 1996; Brynjolfsson and Hitt 1998; Hitt and Brynjolfsson 1996). By 

the third wave, top management, while accepting the need and importance of IT, was 

questioning the ever burgeoning costs of IT and the IT executives’ ability to contribute to 

business value and drive strategic advantage (Overby 2005; Prewitt 2005). A recent 

report shows that business executives rate the value of IT in organizations at only 6 out of 

10 (Overby 2005) based on a lingering doubt about whether those in charge of 

information technology capabilities are delivering what is needed by the business at a 

reasonable cost. This challenge was galvanized by an article by Nicholas Carr titled “IT 

Doesn’t Matter” (Carr 2003) and a subsequent book titled “Does IT Matter? (Carr 2004). 

At each stage of this evolution, the IT industry (including both academic and practitioner 

communities) have responded to the challenge, but challenges remain, and chief among 

these is the potential, yet unmet, value of information technology (Cramm 2010).  
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Previous literature has attempted to respond to the challenges by examining 

questions such as how IT adds value to the business, how IT delivers a cost-effective 

service, and how to position IT as a source of sustained competitive advantage (e.g., 

Applegate and Elam 1992; Cross et al. 1997; Earl and Feeny 1994; Earl and Feeny 2004; 

Feeny and Edwards 1992; Lederer and Mendelow 1987; Mata et al. 1995; Melville et al. 

2004; Oh and Pinsonneault 2007; Piccoli and Ives 2005). In addition, the literature that 

primarily focused on the business-IT relationship emphasizes that value creation using IT 

is an organization-wide challenge (Melville et al. 2004; Peppard et al. 2000); that IT 

success depends on the joint efforts of both IT managers and business managers (Peppard 

et al. 2000; Wade and Hulland 2004); and that business success relies on a strong IT-

business partnership in strategic planning and decision making (Jaska and Hogan 2006). 

IS-business alignment has been a top management concern for over 20 years, however, 

for more than two decades, alignment of IS and business remains elusive in many 

organizations and “is clearly a persistent and pervasive challenge” (Luftman et al. 2006), 

further reinforcing the longstanding view of IT and IT executives not integral to the 

strategic planning. 

To address this research challenge, the research takes a novel theoretical 

perspective by focusing on the business side of the business-IT partnership in order to 

investigate the extent to which top managers’ expectancies of IT and IT executives in 

increasing business value and strategic advantage are instrumental for realizing the true 

transformative capability of IT. It is posited that such value expectancies of IT and IT 

executives held by CEOs create a self-reinforcing mechanism – a Pygmalion Effect – in 

accordance with the self-fulfilling prophecy theory. These expectancies cast IT 
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executives in roles that align closely with strongly held expectancies by CEOs. The focus 

on perceptions has been advocated elsewhere. Hirschheim et al (2003) suggest that “the 

most important lesson to the IS field is that IT executives and academics alike have spent 

far too much time worrying about the ‘winning CIO qualities’, ‘IT benchmarking’ and 

developing ‘IT performance and operations measures’ instead of understanding the 

dynamics of perceptions... at the top management level.”  

  Beyond the recognition of limiting perceptions towards IT and IT executives, 

however, little is understood about their theoretical underpinning and implications. The 

objective of this study is to investigate how CEOs’ value expectancies of IT and IT 

executives can shape business performance using the theoretical lens of self-fulfilling 

prophecy. In the next section, perceptions in general, and expectancies in specific, are 

first defined as they relate to information technology and IT organizations. Then the self-

fulfilling prophecy theory is explored in order to link perceptions to behaviours and 

outcomes within the CEO-IT executive relationship. Finally, previous research is 

examined to complete a conceptual model from which a set of testable hypotheses are 

derived.  

2.2 Theoretical Development 

Perceptions 

Perceptions have been defined in different ways in the literature. While perception 

is technically associated with physical sensors and sensory processes in psychophysics, 

sociologists and psychologists typically define perception as the mental grasp or 

representation of stimuli information about people or objects through attention, 

awareness, and comprehension (Oskamp and Schultz 2005; Wyer and Albarracin 2005). 
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A central concept in cognitive and social science, perceptions are key in people’s 

understanding, learning, and knowing about people or objects, and in motivating people’s 

behaviours, actions or reactions in future interaction with people or objects (Oskamp and 

Schultz 2005). The definition recognized that perception may be in the form of subjective 

estimation of traits or characteristics of people and objects, or may be in the form of 

expectancies, i.e., beliefs that certain behaviours, features, characteristics, and outcomes 

will be observed in specific people or objects in the future (Wyer and Albarracin 2005).  

As the goal is to understand how CEOs’ perceptions can drive their behaviours 

and actions, the conceptualization in this study focuses on expectancies: the beliefs of 

future states associated with people and objects. Specifically, CEO expectancies of IT are 

defined as CEOs’ beliefs of IT’s potential in helping the organizations to increase 

business value and strategic advantage. Similarly, CEO expectancies of their IT 

executives are defined as CEOs’ beliefs of their IT executives’ ability in helping the 

organizations to increase business value and strategic advantage. These definitions are 

consistent with Olson et al.’s (1996) notion that people’s expectancies or beliefs in the 

probability that some future events will occur often arise from their attention, retention, 

and interpretation of the information stimuli from various sources in the environment. 

The Expectancy-Behaviour-Outcome Linkage 

According to the self-fulfilling prophecy theory, people follow their expectancies 

to consciously or unconsciously engage in behaviours that will lead to the expected 

consequences (Cacioppo et al. 1992; Hill et al. 1989). Often people act towards people 

and objects by following their expectancies and beliefs, rather than by following the 

people or objects with whom they interact (Bruner 1957; Moskowitz 2005; Rosenthal and 
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Jacobson 1968). The literature illustrates how self-fulfilling prophecy arises in the 

context of leader-subordinate interactions, namely the “Pygmalion effect”. When leaders 

hold certain expectancies, they act accordingly, and their actions lead to outcomes that 

confirm their expectancies (Cacioppo et al. 1992; Hill et al. 1989). Perhaps the best-

known case of the effect is the “Pygmalion in the classroom” studies by Rosenthal and 

Jacobson (1968). Teachers, who were told that some of their students were expected to 

bloom in performance, actually elicited superior performance from these students, even 

though they were selected randomly from the general student population (Rosenthal and 

Jacobson 1968).  

Research shows that outcomes confirm the teacher’s expectancies because the 

expectancies led the teacher to treat the students differently (Jussim 1986; Rosenthal and 

Jacobson 1992). Individuals’ expectancies influence their behaviours by defining what 

actions are appropriate to take, motivating individuals to act in ways that are consistent 

with their expectancies, and evoking their mental representations of behaviours 

associated with the expectancies (Darley and Fazio 1980; Jones 1990). When teachers 

believe some of their students will excel, they create supportive social environments and 

direct special attention, emotional back-up, encouragement and/or awards towards these 

students (e.g., Harris and Rosenthal 1985; Rosenthal 1973). Furthermore, when 

instructors have high expectations of some of their students, they tend to teach these 

students more content, ask them challenging questions, and provide them extra time and 

opportunity to respond to the questions (e.g., Rosenthal 1973; Snyder and Swann 1978). 

Students consciously or unconsciously follow the teacher’s treatment and generate 
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outcomes consistent with the teacher’s beliefs and expectancies (Neuberg 1996; Smith et 

al. 1997). 

In the broader context of leader-subordinate interactions, outcomes confirm the 

leader’s beliefs and expectancies because the subordinate receives differential treatment 

from the leader (Jussim 1986; Rosenthal and Jacobson 1992). Since the initial evidence 

of “Pygmalion in the classroom”, self-fulfilling prophecy theory has become a prominent 

research topic and received many empirical supports in the literature (e.g., Eden 1990). 

The effects have been observed on workplace outcomes such as performing an industrial, 

clerical, sales job, or an air traffic control task, improving attendance at work, completing 

a doctorate, conducting a job search, or volunteering for elite units (e.g., Caplan et al. 

1989; Chapman and McCauley 1993; Eden and Kinnar 1991; Eyring et al. 1993; Frayne 

and Latham 1987; Gist et al. 1989; Sutton and Woodman 1989). In these contexts, 

expectancies and beliefs influence manager, leader, or trainer behaviour and treatment of 

their subordinates, ultimately leading to increased (or decreased) subordinate 

performance in accordance to the expectancies (e.g., Eden and Shani 1982).  

Similar patterns can be observed between CEOs and their IT executives. This 

study posits that CEOs’ expectancies of IT and IT executives’ capacity in increasing 

business value and strategic advantage can drive their actions. In this study, CEOs’ 

actions are conceptualized as their IS leadership behaviours, which are defined as CEOs’ 

actions that enhance (or inhibit) their IT executives’ capacity to increase business value 

and strategic advantage using IT. Consistent with the Pygmalion effect (Buruner 1957; 

Cacioppo et al. 1992; Hill et al. 1989; Moskowitz 2005; Rosenthal and Jacobson 1968), 

CEOs infer behaviours of their IT executives and formulate appropriate actions in 
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anticipation of the expected behaviours of the IT executives. When a CEO interacts with 

his/her IT executive, the interaction activates the CEO’s expectancies of the IT executive. 

Following self-fulfilling prophecy theory, based on the expectancies, the CEO displays IS 

leadership behaviours towards the IT executive in ways that are consistent with these 

expectancies. Such behaviours toward the IT executive are not necessarily based on the 

behaviours displayed by the IT executive, but are based on the CEO’s expectation of how 

that IT executive will likely behave. The interaction is most likely provoked by the 

CEO’s thoughts about the IT executive’s likely responses and actions rather than by the 

actual data observed in the IT executive. 

The process can be illustrated by a situation in which a CEO tries to decide 

whether to delegate strategic roles to his/her IT executive. The CEO interacts with his/her 

IT executive, and the interaction triggers his/her expectancies about how well the IT 

executive will be able to perform strategic roles, ranging from strongly believing that the 

IT executive will be able to help increase business value and strategic advantage using 

IT, to doubting that the IT executive is capable of doing so. If the perception is somewhat 

negative or even slightly so, it may affect the CEO’s behaviour. For example, the CEO 

may consider “what if the IT executive is incapable of undertaking strategic roles, I have 

to protect shareholders’ value so, to be safe, I’d better not delegate strategic roles to the 

IT executive”. In this process, it is the CEO’s expectancies about how the IT executive 

will behave, rather than the actual behaviour of the IT executive, that dictate the outcome. 

Having merely interacted with the CEO but not been given the opportunity for 

performing the strategic roles, the actual behaviours of the IT executive are not the 

determinant in inducing the CEO’s actions. 
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The IT executive subsequently behaves according to the CEO’s action in ways 

that are viewed as fit and suitable for the role expectation of a subordinate. Consistent 

with the CEO’s action of delegating (or not delegating) strategic roles to his/her IT 

executive, the IT executive may (or may not) undertake strategic roles, not necessarily 

because he/she is capable (or incapable) of doing so, but because the IT executive 

considers it inappropriate or offensive to deny or argue with his/her superior’s judgement 

and decision. Thus the IT executive’s behaviour is simply a reaction to the CEO’s 

actions, rather than purely driven by his/her own ability and wish. The CEO may 

subsequently interpret the IT executive’s taking on (or not taking on) strategic 

responsibilities as confirmation of his/her expectancies that the IT executive is capable 

(or incapable) of doing so. Thus the CEO’s expectancy about the IT executive has 

provoked the CEO to act in a way that lead to outcomes that confirm the expectancy, 

which may be used as the basis of future decisions and actions towards the IT executive, 

following a process of behavioural confirmation (Darley and Fazio 1980; Jussim 1986; 

Moskowitz 2005; Rosenthal and Jacobson 1992). 

The above discussion leads to the following two hypotheses: 

Hypothesis 1: CEOs’ expectancies of IT executives are positively related to 

CEOs’ IS leadership behaviours. 

Hypothesis 2: CEOs’ expectancies of IT are positively related to CEOs’ IS 

leadership behaviours. 

This research further proposes that CEOs’ IS leadership behaviours predict IT’s 

strategic roles in their organizations. IT’s strategic roles refer to the use of IT to help 

organizations increase business value and strategic advantage. Several reasons elaborate 
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why CEOs’ IS leadership behaviours influence the strategic roles of IT in their 

organizations. It is widely held theory that the key for achieving superior performance in 

organizations is the leader’s capacity of increasing their subordinates’ ability (i.e., the 

necessary knowledge, skills, information, resources, and authority), motivation (i.e., the 

desire to perform well in these roles), and opportunity (i.e., the chance to use their 

knowledge and skills to perform the roles) to perform their roles well (Appelbaum et al. 

2000). The ability, motivation and opportunity (AMO) theory is at the heart of strategic 

human resource management (Boxall and Purcell 2003; Lepak et al. 2006). Consistent 

with the AMO theory, this study posits that the extent to which IT plays strategic roles in 

an organization largely depends on CEOs’ IS leadership behaviours towards their IT 

executives.  

CEOs can provide their IT executives with necessary executive support and 

development that can enhance their IT executives’ ability to increase IT’s strategic roles. 

To make an impact on business success, IT must be combined with complementary 

organizational resources such as structure and strategies (Melville et al. 2004; Wade and 

Hulland 2004). Because CEOs, rather than IT executives, have control over many of 

these resources, their actions will affect IT executives’ ability to increase IT’s strategic 

roles. Compared to IT executives who are given stringent resources and limited 

development, IT executives who are provided more executive support (e.g., resources, 

information, decision right, etc.) and development (e.g. training, mentoring, feedback, 

etc.) are likely better able to develop creative IT solutions such as IT-enabled 

product/service/process innovations, and corporate wide synergistic and flexible IT 

infrastructures. 
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From a psychological perspective, CEOs affect their IT executives’ ability to 

perform strategic roles by communicating their expectancies to IT executives verbally 

and nonverbally. When communicated negative perceptions of their ability in certain 

domains, people often experience apprehension or fear of confirming the unfavourable 

expectancies (Shapiro and Neuberg 2007). When concerned that their performance 

outcomes could possibly prove the unfavourable perceptions true, people are inhibited 

from performing to their potential (Schmader 2002). The effect occurs because the 

concern leads them to experience a series of psychological impediments, including 

enhanced arousal and anxiety, increased number of negative thoughts, interference with 

problem solving strategies, and reduced working memory capacity (Ben-Zeev et al.  

2005; Cadinu et al. 2005; Ford et al. 2004). Prompted by the anxiety about confirming a 

negative expectancy, people tend to behave in ways that are consistent with the 

expectancy, even if the expectancy is not true of themselves, or if they don’t care about 

whether the expectancy is true (Koenig and Eagly 2005; Schmader 2002). 

Literature suggests that such performance deficit occurs in the specific domain 

areas that are directly relevant to the expectancy (Spencer et al. 1999; Steele and Aronson 

1995). For example, Stone et al. (1999) illustrate this notion by demonstrating how the 

same task can be threatening to different individuals when framed in different ways. They 

asked the participants to perform golf putting tasks, and found that depending on how the 

instructions were framed, three different outcomes emerged. When the research 

participants were told that the task measured “natural athletic ability”, White participants 

performed worse than Black participants. Conversely, when the participants were told 

that the task measured “sports intelligence”, Black participants performed worse than 
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White participants. However, when participants were told that the task measured “sports 

psychology”, which is independent of any negative expectancy about either group, Black 

and White participants performed equally. The results show that performance suffers 

because different participants were communicated different domain specific expectancies 

relevant to themselves (Steele 1997). 

In addition, CEOs can influence their IT executives’ motivation to increase IT’s 

strategic roles. Research shows that when conveyed unfavourable perceptions about their 

abilities in certain domains, people often experience a number of demotivating 

psychological processes (Aronson and Inzlicht 2004). These psychological processes 

include reduced aspiration and self-efficacy, lower desire to pursue expectancy-relevant 

careers (Davies, Spencer, Quinn, and Gerhardstein 2002; Davies, Spencer, and Steele 

2005), feelings of dejection (Keller and Dauenheimer 2003), or avoidance, 

disengagement, and disidentification with the perceived domain (Davies et al. 2002, 

2005). While such disidentification affects people in general, it was known that the 

impacts are the strongest on those individuals who care the most about or most identify 

with the domain, leading these individuals to care less and perhaps eventually withdraw 

from the domain (Steele 1997).  

These effects are explained by insights from communication theories. In order to 

communicate effectively, people need to establish mutual understanding and a shared 

reality by taking the perspectives of their communication partners (Sinclair et al. 2005; 

Tice and Wallace 2003). By doing so, an individual’s own beliefs are merged with those 

of his/her communication partner. Research suggests that the effect is particularly strong 

when the communication partner is important to the individual, or when the individual is 
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motivated to establish an affinity with the communication partner (Sinclair et al. 2005). 

Because IT executives are subordinates of CEOs, the affinitive motivation is high. In 

addition, because CEOs have control over key resources, CEOs are important to IT 

executives. Thus in communicating with their CEOs, IT executives may adopt their 

CEOs’ perspective and beliefs, which may influence IT executives’ self expectancies and 

motivation to achieve business and strategic value using IT. Consistent with the notion of 

Steele (1997), those IT executives who most identify with the strategic roles are most 

likely adversely affected by unfavourable expectancies. 

In addition to ability and motivation, CEOs can provide IT executives the 

opportunity to increase IT’s strategic roles. Such opportunity may be inviting IT 

executives to the executive table so that they are apprised of the organization’s strategic 

directions. Strategic involvement of IT executives is important for promoting IT’s 

strategic roles. Literature suggests that formal interactions with business executives on 

strategic issues allow CIOs to exchange and integrate knowledge with other business 

executives (Armstrong and Sambamurthy 1999; Nahapiet and Ghoshal 1998), afford 

CIOs the opportunities for engagement and rich communication with the CEOs and other 

executives (Smaltz et al. 2006), and obtain an organizational-wide perspective of the 

organizations’ vision, goals and strategies (Armstrong and Sambamurthy 1999; Earl and 

Feeny 1994). As indicated in a recent report, IT executives are able to make a positive 

difference when given the opportunity. Specifically, CIOs who are more involved in 

strategic decision-making demonstrate clearly higher levels of contribution to strategic 

planning and growth initiatives than strategically uninvolved CIOs (IBM 2008), 
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underscoring the importance of the strategic involvement of IT executives to increasing 

strategic roles of IT in organizations.  

Furthermore, the extent to which IT plays strategic roles largely depends on the 

roles that CEOs delegate to their IT executives. Literature suggests that IT executives are 

delegated different roles in organizations, ranging from day-to-day operations to strategic 

responsibilities. For example, Smaltz et al. (2006) conducted a survey of CIOs and top 

management team members in the healthcare industry, and found that CIOs focus the 

most on technical roles (e.g., utilities provider, information steward of operation, 

relationship with external vendors, etc.), and focus the least on strategically related roles 

(e.g., strategist, integrator and educator, etc.). As a former CIO at H & R Block and 

current president of commercial accounts suggests:  “CIOs have long been too focused on 

budget and operations as the measures of their value…(and) need to shift their focus from 

the costs of technology to the revenue potential of technology” (State of the CIO 2008).  

In contrast to the IT executives who have the luxury of focusing on strategic roles, those 

who focus on day-to-day operations have little chance to increase IT’s strategic and 

business value. Relative to those IT executives who focus on things that are remotely 

linked to business value and strategic advantage, IT executives who focus on strategically 

important tasks that are directly relevant to business value have better chances to 

mobilize IT’s strategic roles in their organizations.  

The above discussions lead to the following hypothesis: 

Hypothesis 3: CEOs’ IS leadership behaviours are positively related to IT’s 

strategic roles. 
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Further, this research postulates that IT’s strategic roles predict the firm’s 

business performance. The resource-based view of IT suggests that firms can differentiate 

themselves on the basis of their IT resources and capabilities (Bharadwaj 2000; Mata et 

al. 1995; Wade and Hulland 2004). The ability to combine and reconfigure IT resources 

to create innovative solutions is a source of competitive advantage for organizations, 

because such capabilities are valuable, rare, difficult to imitate by competitors, and non-

substitutable by other resources (Barney 1991; Bharadwaj 2000; Conner 1991). 

Organizations that use IT strategically can take advantage of new technology in creating 

innovative solutions in streamlining business processes, meeting customer needs, 

developing strategic partnerships, and taking competitive actions, etc. (Sambamurthy and 

Zmud 2000; Sambamurthy et al. 2003). In these organizations, IT is used strategically to 

help the businesses reposition their products and/or services to meet new challenges and 

opportunities that are brought by emerging technologies, such as the prevailing internet 

and mobile communication technologies, etc. 

There is some empirical support for the linkage between IT’s strategic roles and 

firm business value. One study shows that firms that have a high reputation of innovative 

or strategic use of IT also have higher firm performance measured by revenues and/or 

lower costs (Bharadwaj 2000). Furthermore, investments in growth-oriented IT 

applications were directly and positively related to firm revenue (Oh and Pinsonneault 

2007). A recent industry report (IBM 2008) shows that: 

 companies that use IT more extensively in developing new products and 

services and sharing technology across the enterprise have higher levels of 

IT-enabled product/service innovation, IT-enabled business model 
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innovation, and shared/centralized infrastructure than companies that use 

IT less extensively in these areas.  

 companies that have higher levels of IT use in designing and developing 

products/services have 44 percent higher level of net profit margin than 

companies having lower levels of IT use in these activities.  

 companies that highlight the importance of business model innovation in 

creating differentiated business value achieve higher growth in operating 

margin over a five-year period than companies overlooking business 

model innovation.  

The above discussion leads to the following hypothesis:  

Hypothesis 4: IT’s strategic roles are positively related to firm business 

performance. 

The research framework is depicted in Figure 2-1 showing each of the hypotheses 

and their inter-relationships.   

2.3 Research Method 

The goal of this study is to test the theoretical predictions in the context of actual 

business settings with a large number of CEOs in different organizations. Using a random 

sampling technique, a survey method is deemed to be advantageous to generalize the 

theoretical applications to a large number of organizations. In addition to investigating a 

relevant sample of organizations and entertaining a large sample, the method permits 

focusing on the perceptions of practicing CEOs with sufficient statistical rigour to not 

only measure the theoretical constructs, but also capture the linkage between these 

constructs as part of an integrated theoretical model. It provides a practically feasible and 
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effective way to test the theoretical predictions statistically over a large sample of 

heterogeneous organizations without sacrificing the realism of the research settings, and 

to test the validity of the construct measurements without restricting the general 

applications of the theoretical implications to a larger population of organizations. 

The population of this study included the CEOs of large- and medium- sized 

Canadian organizations in the financial, manufacturing, and services industries, as listed 

in the Dun and Bradstreet Directory. The survey was administrated following the 

procedures suggested by Dillman (2000). Surveys were mailed to a random sample of 

CEOs, followed by reminders one week, three weeks, and seven weeks after the initial 

invitation. In the invitation letter and the questionnaire, it was specified that the survey 

questionnaire needs to be completed by the CEO of the organization, and if the recipient 

was not the appropriate person to complete the survey, he/she was asked to forward the 

questionnaire to the appropriate person. The respondents were asked to specify their titles 

in the questionnaire for verification purpose. Subsequently, 482 complete CEO responses 

were received. Statistical comparisons were made between the mean of each variable of 

early and late responses, and between the firm’s characteristics (e.g., number of 

employees, sales, and industry) of respondents and non-respondents using data obtained 

from the Dun and Bradstreet Directory.  P values of T-tests on all variables are 

substantially high, providing consistent evidence that non-response bias is not likely 

present in the data. Statistical assessment of common method bias was made following 

the recommendations of Podsakoff et al. (2003) and the approach of Liang et al. (2007).  

Common method bias is absent when 1) the factor loadings of the method factor 

are statistically insignificant, and 2) each indicator’s variance explained by its substantive 
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construct is greater than that indicator’s variance explained by the method factor. As can 

be seen in Table 2-10, the factor loadings of all indicators to the method factor are 

insignificant, and all indicators’ substantive variances are substantially greater than their 

method variances, therefore common method bias is not likely a concern in this study. 

Descriptive statistics of the variables are listed in Table 2-1 and Table 2-4. 

Instrument development and validation 

This research develops measures and a model to examine the implications of the 

theoretical arguments. Existing validated scales were adapted when available. Since few 

scales exist to measure the constructs in the specific context of this research, new scales 

were developed and refined following the guidelines of Boudreau et al. (2001), Straub 

(1989), and Straub et al. (2004). Detailed interviews with senior managers in fifteen 

companies of diverse industries as well as thorough literature reviews were used to 

identify the scope and nature of the concepts in the theoretical model. The research 

and/or preliminary instruments were reviewed by twenty academic scholars and 

colleagues who have expertise in the domain area. The survey instrument was also 

assessed by five CEOs of organizations that represent the financial, manufacturing, and 

business service industries
2
. Feedbacks from these academic and industry experts were 

used to refine the measurement items to enhance their appropriateness, completeness, and 

accuracy in representing the underlying concepts and in survey implementation.  

The measures were validated following the card sorting techniques prescribed in 

Moore and Benbasat (1991) to enhance the construct validity of the instrument. 

Randomly arranged items were grouped into conceptually distinct categories by four 

                                                     
2
 Responses from these five CEOs were not included in the main survey data analysis. 
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doctoral candidates who had no prior exposure to the research. After each card sorting 

exercise, detailed debriefing was conducted with the doctoral candidates, and items that 

were not grouped as expected were modified based on the feedback. The refined items 

were then grouped into conceptually distinct categories by four different doctoral 

candidates (also without prior exposure to the research). As can be seen in Table 2-3, 95 

percent of the items were grouped as expected, and Cohen’s kappa averaged .85, 

suggesting acceptable agreement in categorizing the items (Cohen 1960). 

The purpose of the measures within the survey was to capture CEOs’ 

expectancies and behaviours. This information was elicited directly from CEOs since 

others’ assessments of one’s perceptions and behaviours are likely fraught with biases 

and difficulties. In addition, theory that supports this study primarily focuses on the 

CEOs, i.e., the business side of the IT-business relationship. In the process of leader-

subordinate interaction, the actual behaviour of the IT executive is not the most powerful 

force in inducing the CEO’s behaviours, because the IT executive merely follows the 

scripts and reacts to the CEO’s behaviours. It is therefore the CEO’s expectancies about 

how the IT executive will behave, in combination with the CEO’s behaviours and goal, 

that dictate the outcome and constitutes the primary focus.  

1. CEOs’ Expectancies of IT and IT Executives 

Recent research suggests that business managers hold different perceptions about 

the roles, value and importance of IT and IT managers, ranging from “imperative to 

success” to “not significant at all unless forced by external forces” (Kaarst-Brown 2005). 

Thus there exists much variance in CEOs’ expectancies of the value and strategic 

importance of IT and IT executives. CEOs’ expectancies are CEOs’ high level mental 
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abstraction of IT or IT executives’ prospect to contribute value. The literature suggests 

that CEOs’ expectancies of IT contain two key dimensions (Jarvenpaa and Ives 1991; 

Kaarst-Brown 2005; Porra et al. 2005). The first dimension measures how strongly CEOs 

believe that IT can help increase business value, and the second dimension emphasizes 

the sustainability of business value, and measures how strongly CEOs believe that IT can 

help increase strategic advantage. Similarly, CEO expectancies of their IT executives also 

contain two dimensions. The first dimension measures how strongly CEOs believe that 

their IT executives will help significantly increase business value, and the second 

dimension measures how strongly CEOs believe that their IT executives will help 

significantly increase strategic advantage. The expectancies were measured relative to 

CEOs’ beliefs of other typical business executives.  

2. CEOs’ IS Leadership Behaviours  

CEOs’  IS leadership behaviours measure the extent to which CEOs’ actions 

enhance their IT executives’ ability, motivation, and opportunity to perform strategic 

roles (Appelbaum et al. 2000; Jarvenpaa and Ives 1991; Kaarst-Brown 2005; Porra et al. 

2005). The construct includes six dimensions: verbal expectancy, non-verbal expectancy, 

executive support, executive development, strategic involvement, and strategic 

delegation. All items of CEOs’ IS leadership behaviours are measured as relative 

compared to CEOs’ leadership behaviours towards CEOs’ top three other business 

executives. 

a. Verbal expectancy 

CEO verbal expectancy is the explicit communication of CEO beliefs to their IT 

executives. CEOs communicate their beliefs and their trust (or lack thereof) to their IT 
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executives during personal interactions. In organizations where IT is viewed as 

unimportant, IT personnel as well as those who are associated with IT personnel “hear” 

the perceptions. For example, Kaarst-Brown (2005) found that in an insurance firm, not 

only did the IT personnel feel that their opinions were undervalued and that they were 

being marginalized from the core business for “not knowing the business”, but also a new 

senior VP of administration quickly knew that business skills (especially insurance skills) 

were perceived as superior to technology skills, and intentionally hid his IT expertise to 

avoid being labelled as a “techie”. Based on the literature, verbal expectancy is measured 

by communication items such as the CEOs conveying to the IT executive “belief in 

his/her ability to accomplish challenging business goals”, “expectation that he/she can 

help increase competitive advantage”, “anticipation that he/she can add significant 

business value”, and “trust in his/her ability to achieve important strategic objectives.”  

b. Nonverbal expectancy 

In addition to verbal communication, body language constitutes a large proportion 

of human communication (Bassili and Brown 2005) so it is reasonable to believe that 

CEOs also communicate their expectations nonverbally to their IT executives during in-

person interactions. Word et al. (1974) argued that expectancies are linked to specific 

types of nonverbal responses, and found that positive expectancies were associated with 

nonverbal behaviours such as reduced interpersonal distance, more eye contact, and 

leaning towards the person, whereas negative perceptions towards a person were 

associated with the opposite behaviours, such as terminating discussions sooner, 

increasing interaction distances, and reducing eye contact. Consistent with the literature, 

nonverbal expectancy is measured by items such as the CEO “encourages the IT 
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executive to speak up using supportive gestures such as eye contact, smiles and nodding, 

etc.”, “pays very close attention to the IT executive in meetings and/or interactions”, 

“waits sufficient time for the IT executive to share his/her opinions in interactions”, and 

“shows open gestures and sit/stand close to the IT executive in meetings and/or 

interactions.”  

c. Executive support 

Gaining executive support has been a significant challenge for IT executives. 

According to a Fortune 500 CIO: “The challenge now is building a business case that we 

are jointly accountable for with the line-of-business leaders…They want the technology 

and the ROI, but they don’t want to partner in actually achieving them” (IBM 2008). 

When top management perceives IT as non-essential compared to other business 

functions, IT budgets are most likely candidates for reduction. For example, in an 

organization where top management undermined IT performance, to cope with short-term 

financial trouble, IT personnel were permanently reduced despite the IT unit’s leading 

performance in delivering IT solutions, low IT expense compared to the peers in the 

industry, and increasing workload (Porra et al. 2005). Similarly, in another organization 

where senior management viewed IT as support rather than partner, IT executives 

constantly struggled on budgets even for basic functions such as systems maintenance 

and upgrades, were denied sufficient status and authority, and had limited decision 

making rights because senior management doubted IT executives’ ability to direct IT 

operations (Kaarst-Brown 2005). Consistent with the literature, executive support is 

measured by items such as CEOs providing IT executive “sufficient resources to achieve 

strategic IT goals”, “corporate executive power and decision rights”, “sufficient 
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information to make sound strategic IT decisions”, and “executive support in promoting 

IT initiatives.”  

d. Executive development 

In addition to executive support, another element of CEOs’ IS leadership 

behaviours is providing sufficient training and development to IT executives. Business 

success is shaped partly by the capacity of leaders to develop people so that they are able 

to use their skills to achieve organizational objectives (Appelbaum et al. 2000). While 

strategic delegation affords the IT executives opportunities to take on strategic roles, 

executive development strengthens IT executives’ ability to increase business value and 

strategic advantage using IT. Given the distinctiveness of the IT and business domains 

(Willcoxson and Chatham 2004), CEOs may provide their IT executives with 

opportunities to develop broad business skills and competencies, in conjunction with 

accurate and detailed performance feedback, and recognition for progress and 

contributions. Thus executive development is measured by items such as CEOs providing 

their IT executives “sufficient advice and mentoring when needed”, “accurate and 

detailed performance feedback”, “sufficient training and coaching when needed”, and 

“recognition for his/her progress and contributions.”  

e. Strategic involvement 

The literature suggests that IT executives have different levels of strategic 

involvement. CIOs who have a high level of strategic involvement can interact with 

CEOs and other business executives to better understand business vision, goals and 

strategies (Armstrong and Sambamurthy 1999; Earl and Feeny 1994; Nahapiet and 

Ghoshal 1998; Smaltz et al. 2006). Conversely, CEOs who doubt their IT executives’ 
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ability to add strategic and business value may not invite their IT executives to strategic 

decision making meetings, leading to important technology oversights. For example, 

Kaarst-Brown (2005) found that in an organization where IT was viewed as unimportant, 

the vice president of IT was not involved in the strategic planning process., and even 

when the decision concerned the company’s key information system, and it was only 

“after considerable political manoeuvre” that the vice president of IT was allowed to 

“only clarify technical issues rather than serve as an equal member”. Strategic 

involvement thus captures the extent to which IT executives are involved in strategic 

planning and decision making, and is measured by items such as CEOs involving IT 

executive “from the beginning of strategic decisions”, “in defining and refining business 

visions and strategies”, “in identifying customer needs and ways to meet them”, and “in 

identifying opportunities for competitive differentiation.”  

f. Strategic delegation 

The literature suggests that IT executives are delegated different roles in 

organizations, ranging from day to day operations to strategic roles. In a recent CIO 

survey, senior IT executives of diverse industries were asked to identify the activities that 

constitute their primary focus. It was found that 37 percent of the IT leaders focused on 

servicing roles (e.g., improving IT operations and system performance, and budget 

management, etc.), 51 percent focused on supporting roles (e.g., cultivating IT/business 

partnership, and implementing new systems and architecture, etc.), and only 12 percent 

had the luxury of focusing on strategic roles (e.g., understanding market trends and 

customer insight, and identifying opportunities for competitive differentiation, etc.) (State 

of the CIO 2008). The strategic roles of IT executives are those roles that are directly 
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linked to increasing business value and strategic advantage. Strategic delegation is thus 

measured by items such as CEOs frequently “delegate challenging business goals to the 

IT executive”, “invite the IT executive to undertake mission critical projects”, “challenge 

the IT executive to add significant business value”, and “assign the IT executive to tasks 

of significant strategic importance.” 

3. IT’s Strategic Roles  

Although the importance of IT’s strategic roles has long been advocated by 

industry experts and espoused within the research literature, the exact nature of these 

roles remains unclear. Also lacking are measures that are relevant to increasing business 

value and strategic advantage. A taxonomy of IT’s strategic roles was developed by 

synthesizing the different components in the literature, and includes four dimensions: IT 

for achieving operational excellence, market sophistication, fostering growth and 

expansion, and increasing speed and agility. This taxonomy links IT’s strategic roles 

directly to organizational value (i.e., earnings and growth) and to strategic advantage (i.e., 

speed and agility).  

a. Operational excellence 

By streamlining business processes, IT can be used to help achieve operational 

excellence that leads to reduced costs (Bharadwaj 2000; IBM 2008; Melville et al. 2004; 

Sambamurthy and Zmud 2000). For example, a recent Global CEO survey reveals that 

deep business model innovation, which largely relies on IT, is critical for firm 

performance, and that companies that value business model innovation achieved higher 

five-year growth in operating margin than companies that did not value business model 

innovation (IBM 2008). Based on the literature, operational excellence is measured by 
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items such as using IT to help “achieve efficiencies in internal and external business 

processes”, “optimize value chain activities and processes through collaborations”, 

“perform business functions and activities cost-effectively”, and “meet business needs in 

a secure, confidential, and reliable manner”.   

b. Market sophistication 

While reducing costs is important, recent studies indicate that it is also important 

to use IT to increase revenue. Oh and Pinsonneault (2007) found in a survey that IT 

applications focused on sales and customers not only significantly increase firm revenue, 

but also significantly increase firm profitability, whereas IT applications focused on 

operations and efficiency are significantly (but to a less degree) associated with firm 

revenue. Organizations can use IT to increase market sophistication that leads to 

increased sales and profits (Bharadwaj 2000; IBM 2008; Melville et al. 2004; 

Sambamurthy and Zmud 2000; Sambamurthy et al. 2003). For example, Amazon uses IT 

to enable its e-marketing strategy by providing personalized recommendations to 

potential customers to increase sales and customer satisfaction and loyalty. Based on the 

literature, market sophistication is measured by items such as using IT to “track and 

predict customers’ needs and preferences”, “identify and capture market trends and 

patterns”, “reach new customers and sales channels”, and “enhance customers’ 

experience and satisfaction”. 

c. Growth opportunities 

In addition to established earnings, growth determines firm value in the long run. 

Products/services innovations drive growth because new products/services allow firms to 

earn economic profits above normal rates of return. Overtime the economic profit 
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decreases as imitation and substitution are attracted to the segment by the abnormal 

returns, thus to sustain earnings growth, firms need a pipeline of innovations before their 

current product/service cycle declines. New technology enables product/service 

innovations that meet new demands or create existing products/services with lower costs, 

therefore is seen as the driver of the economy. Given IT’s complexity and rate of change, 

organizations have many opportunities to use IT to foster growth (IBM 2008; Melville et 

al. 2004; Sambamurthy and Zmud 2000; Sambamurthy et al. 2003). For example, firms 

that have a high reputation of innovative or strategic use of IT also have higher firm 

performance measured by revenues and/or lower costs (Bharadwaj, 2000). Based on the 

literature, growth opportunities are measured by the use of IT to “nurture innovations by 

combining and/or reconfiguring knowledge and capabilities effectively”,  “create new 

business models and/or reinventing ways of doing business”, “foster growth by 

facilitating global and/or virtual business”, and “achieve business expansion by enabling 

mergers and acquisitions and/or strategic partnerships”. 

d. Speed and agility 

As firms grow in size, companies face significant challenges in creating flexible 

and synergistic IT infrastructures (Ross 2003; Piccoli et al. 2005). IT can play an 

important role in a firms’ speed of execution and agility of responding to customer needs 

(Sambamurthy et al. 2003). For example, UPS developed Web-based infrastructure by 

leveraging its centralized package data and integrated core applications to enable online 

package delivery time tracking; Johnson and Johnson developed IT infrastructure that 

help coordinate information and resources among its large number of operating 

companies (Ross 2003). Synergistic and flexible IT infrastructures are cumulated 
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capabilities developed in stages (Ross 2003) and are subject to asset stock accumulation 

(Piccoli and Ives 2005). Such infrastructures help organizations gain competitive 

advantage by reducing their new products/services’ time-to-market (Piccoli and Ives, 

2005). Based on the literature, speed and agility are measured by the use of IT to help 

organizations “respond rapidly to changing business conditions with flexible IT-enabled 

business platform”, “shorten products/services’ time to market by leveraging information 

resources across different business units and regions”, “accelerate products/services 

rollout with synergistic and cooperative rather than disparate IT infrastructure”, and 

“speed up business decisions and execution with timely and high quality information 

resources”. 

4. Firm Business Performance  

Firm business performance was measured in terms of tangible and intangible 

assets (Allee 2000; McElroy 2002; Piazza-Georgi 2002; Verna 2000). Tangible assets 

provide a reliable indication of the short term performance, whereas intangible assets are 

important indicators of performance that signals the long-term vitality of the 

organization. The tangible asset dimension is measured by indicators such as 

organizations having very “high profits”, “high return on assets”, “high revenue growth”, 

“low costs”, and “up-to-date fixed assets such as technology and facilities”. The 

intangible asset dimension is measured by indicators such as companies having superior 

“unique knowledge and expertise knowledge”, “business concepts and models, work 

systems and processes”, “relationships with customers, business partners and other 

stakeholders”, “track record in product/service/process innovation”, and “speed in 
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meeting business challenges and opportunities”. The performance indicators were 

measured as relative to the most important three competitors of the organizations. 

Controls 

Variables with the potential to confound the relationships under study – the 

CEO’s age and tenure; organizational size, industry and IT-intensity – were investigated.  

Firm characteristics might influence the focal constructs. Organizational size could be a 

potential source of variation in IT intensity and firm business performance (Schroeter 

1988). Industry could be a predictor of firm performance (Dess et al. 1990), and the 

industry context in which firms operate may determine their patterns of IT usage and 

management. Firm industries specified by the respondents were classified into three 

categories: high IT intensive industries include banking and financial services, computers 

and electronics, and aerospace and engineering; low IT intensive industries include retail, 

metals and mining, and energy; and the remaining industries are medium IT intensive 

industries (Kudyba and Diwan 2002). The industry control is operationalized on a scale 

of -1 to 1, representing low, medium, and high IT-intensive industries, an approach 

consistent with that of previous studies (e.g. Venkatesh and Davis 2000; Venkatesh et al. 

2003). In addition, IT spending as a percent of revenue is also controlled as it signals the 

intensity of IT investment of an organization. 

CEOs’ characteristics were controlled as they might affect CEO’s value 

expectancies of IT and IT executives, and their IS leadership behaviours (Ashforth and 

Mael 1989; Hogg and Vaughan 2002; Tajfel 1981). Previous literature suggested that 

executives’ perception of change is a function of CEO age and tenure in the organization 

(Jarvenpaa and Ives 1991). As IT and IT executives are associated with innovation and 
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change, CEOs’ age and tenure may influence their value expectancies of IT and IT 

executives and their behaviours towards IT executives. CEO tenure is operationalized as 

the number of years that the CEO has worked in the organization. CEO age is 

operationalized on a scale of 1 to 5 representing ascending age ranges, an approach 

consistent with that of previous studies (e.g. Venkatesh et al. 2003; Venkatesh and Davis 

2000). 

2.4 Results 

Measurement Model 

Partial Least Squares (PLS) analysis (Chin 1998; Chin and Gopal 1995; Hulland 

1999) was used to test the validity of the measurement and structural models. It is 

suitable for the early stages of theory building and testing (Gregor 2006) and is helpful 

when making predictions because it specifies the variance explained in endogenous 

constructs and handles formative constructs (Chin 1998). PLS was chosen for analysis 

because some of the constructs are formative, the models are predictive and explanatory, 

and the models are explorative in nature. All constructs are modeled as reflective except 

tangible and intangible assets, and all multi-dimensional constructs are modeled as latent 

or reflective, following the criteria of measurement models (e.g. direction of causality, 

interchangeability of items, covariation among indicators, and nomological net of the 

indicators) (Jarvis et al. 2003). 

Internal consistency and convergent validity of scales were assessed following the 

recommendation of Carmines and Zeller (1979), Gefen et al. (2000), Fornell and Larcker 

(1981), and Hulland (1999) by three criteria: (1) all item factor loadings should be 

significant and exceed 0.70, (2) composite reliabilities for each construct should exceed 
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0.80, and (3) average variance extracted (AVE) for each construct should exceed 0.50, or 

in other words, the square root of AVE should exceed 0.71.  

As can be seen from Table 2-4, standardized loadings for all scale items in the 

models are significant at p < .001 and exceed the minimum loading criterion of 0.70. 

From Table 2-5, we can see that composite reliabilities of all factors also exceed the 

required minimum of 0.80. Average Variance Extracted (AVE) determines the average 

variance shared between a construct and its measures and should be greater than .50 to 

establish the convergent validity of a construct. Browsing the principle diagonal elements 

in Table 2-6, we can see that the AVEs among all constructs in the models are greater 

than the desired minimum of 0.50, with the lowest AVE being 0.68. In other words, the 

square roots of AVEs of all constructs exceed 0.71, with the lowest square root of AVE 

being 0.82.  

Discriminant validity between constructs was assessed following the 

recommendation of Chin (1998), Fornell and Larcker (1981), and Gefen et al. (2000) that 

the square root of AVE for each construct should exceed the correlations between that 

construct and all other constructs. From the data presented in Table 2-6, we can see that 

all constructs’ AVEs are greater than their covariance, or square of correlation, with all 

other constructs. In other words, the correlation between each construct and all other 

constructs are lower than square root of AVE of that construct. Results show that all 

constructs share more variance with their own measures than they share with other 

constructs, suggesting that different constructs had clearly distinctive measures. 

In addition, cross loadings were assessed (Chin 1998), and the results show that 

items load higher on their own constructs than on other constructs, with the exception of 
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one item in IT Executive Business Value Beliefs (ability to reduce cost). The item loads 

higher on IT Executive Strategic Advantage Beliefs slightly (by .02). Both first order 

constructs are reflective dimensions of the same second order construct, thus are expected 

to be correlated. Nonetheless, the AVE of the IT Executive Business Value Beliefs 

dimension is greater than its covariance with the IT Executive Strategic Advantage 

Beliefs dimension. Overall, the discriminant validity of measures of the constructs are 

quite satisfactory. 

Composite reliability and AVE were not assessed for formative constructs 

because items do not necessarily relate to each other, so the use of loadings and cross 

loadings for formative indicators is misleading (Chin 1998; Nunnally and Bernstein 

1994). The validity of a formative construct is evaluated by comparing the relative size 

and statistical significance of its estimated weights (Chin 1998; Petter et al. 2007). In 

addition, multicollinearity of the measures of a formative construct is checked by 

examining the Variance Inflation Factors (VIF) (Diamantopoulos and Siguaw 2006; 

Petter et al. 2007). As can be seen in Table 2-8, the weights of the formative constructs’ 

dimensions are all large and statistically significant, indicating that all dimensions play an 

important role in determining the constructs, supporting the presumption that tangible 

assets and intangible assets are determined by multiple factors. Further, as can be seen in 

Table 2-8, the VIFs of all measures are lower than 3.3, showing that multicollinearity is 

absent (Diamantopoulos and Siguaw 2006; Petter et al. 2007). Both formative and 

reflective construct statistics show quite satisfactory reliability and validity.  
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Structural Model 

The next step in the data analysis is to examine the significance and strength of 

each of the hypothesized effects. Results of the analysis for the model are presented in 

Table 2-9. The model examines the effect of CEOs’ expectancies of IT executives on 

CEOs’ IS leadership behaviours (H1) and the effect of CEOs’ expectancies of IT on 

CEOs’ IS leadership behaviours (H2). The results provide strong support for both 

hypotheses. CEOs’ expectancies of IT executives have a substantial and significant effect 

with a path coefficient of 0.288 on CEOs’ IS leadership behaviours (t=4.162, p<.001), 

thereby supporting H1. CEOs’ expectancies of IT also have a significant effect on their 

behaviours with a path coefficient of 0.375 (t=6.594, p<.001), demonstrating support for 

H2. The path coefficients capture the strength of the relationship between the CEO 

expectancies of IT and their IT executives’ ability in increasing business value and 

competitive advantage, and their behaviours towards their IT executives. 

The model also examines the effect of CEOs’ IS leadership behaviours on IT’s 

strategic roles (H3) and that of IT’s strategic roles on firm business value (H4). The 

survey findings provide strong support for Hypothesis 3 and 4. CEOs’ IS leadership 

behaviours have a substantial and significant effect with a path coefficient of 0.398 

(t=7.1848, p<.001) on IT’s strategic roles, thereby supporting H3. IT’s strategic roles also 

have a significant effect on firm business value with a path coefficient of 0.559 

(t=11.2811, p<.001), demonstrating support for H4. The path coefficients signal the 

strength of the relationship between the CEOs’ IS leadership behaviours and IT’s 

strategic roles, and that between IT’s strategic roles and firm business value. The model 

explains a substantial amount of variance in the dependent constructs, CEOs’ IS 
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leadership behaviours (R-Square=38.6 percent), IT’s strategic roles (R-Square=20.5 

percent), and firm business value (R-Square=36.7 percent). 

The second order constructs (e.g., CEOs’ expectancies of IT, CEOs’ expectancies 

of IT executives, CEOs’ IS leadership behaviours, IT’s strategic roles, firm business 

performance) are modeled as latent, with the higher order constructs reflecting or 

representing the commonality of their specific dimensions. The dimensional paths from 

CEOs’ IS leadership behaviours to executive support, executive development, verbal 

expectancies, nonverbal expectancies, strategic involvement, and strategic delegation are 

0.806, 0.779, 0.907, 0.684, 0.828, and 0.884 respectively. The dimensional paths from 

CEOs’ beliefs of IT executives’ in specific to IT executive business value beliefs and IT 

executive strategic advantage beliefs are 0.956 and 0.962 respectively. The dimensional 

paths from CEOs’ beliefs of IT executives’ in specific to IT business value beliefs and IT 

strategic advantage beliefs are 0.93 and 0.951 respectively. The dimensional paths from 

IT’s strategic roles to operational excellence, market sophistication, growth opportunities, 

and speed and agility are 0.862, 0.868, 0.874, 0.905 respectively. The dimensional paths 

from firm business performance to tangible assets and intangible assets are 0.905 and 

0.915 respectively. All dimensions are significant at the .001 level, suggesting that the 

latent modeling approach of the second order constructs is appropriate.  

The full model was run while all variables were controlled, the main paths were 

substantially larger in magnitude and more significant than the control paths, suggesting 

that the impact of the control variables are likely dwarfed by the overall strength of the 

main effects within the model. Among the controls, CEOs’ age is positively related to 

CEOs’ IS leadership behaviours with a path coefficient of 0.082 (t=1.8291, p<.1), 
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indicating that CEOs may display more IS leadership behaviours when they are older. 

CEOs’ tenure is positively related to IT’s strategic roles with a path coefficient of 0.136 

(t=2.4453, p<.05), indicating that the longer CEOs have served their organization, the 

more strategic roles IT play in the organization. CEOs’ tenure is positively related to firm 

business performance with a path coefficient of 0.182 (t=3.8192, p<.001), indicating that 

the longer CEOs have served their organization, the better firm performance. IT spending 

as a percent of revenue is negatively related to firm business performance with a path 

coefficient of -0.112 (t=1.8193, p<.1). The implications of the findings are discussed in 

the next section. 

2.5 Discussion 

The results suggest some interesting patterns of CEOs’ expectancies of IT and IT 

executives. For example, the IT executives’ average level of total compensation is 67% 

of that of the CFOs in their organizations, suggesting a lower value placed upon these 

executives than other typical business executives. Relative to other top business 

executives, on average, CEOs rated their IT executives’ potential as CEO candidates as 

2.75 out of 7 (where 1 represents the least potential and 7 represents the greatest 

potential), suggesting that CEOs generally lack confidence in their IT executives’ 

competence as business strategists compared to other typical business executives. It could 

be argued that such rating arise due to incompatible relationships between CEOs and 

their IT executives. However, the data suggest that on average CEOs and their IT 

executives had a compatibility level of 5.1 out of 7, much higher than the previous rating 

of 2.75. Yet this finding comes as little surprise, as it corroborates the findings of other 
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studies, which found that limited perceptions of IT and IT executives tend to exist and 

persist. 

The findings suggest that CEOs seem to differentiate IT and their IT executives in 

terms of their capacity to create organizational value, having slightly stronger 

expectancies in IT’s potential to increase business value and strategic advantage than in 

their IT executives’ ability in achieving these objectives benchmarked against other 

business executives. The CEOs have slightly lower expectancies of their IT executives 

(4.4 on a scale of 1 to 7) than of IT (5.2) to increase business value, and had slightly 

lower expectancies of their IT executives (4.5) than of IT (5.4) to increase strategic 

advantage. CEOs might increasingly recognize the value potential of IT but lacked 

confidence that their IT executive can produce these results. A gap in CEOs expectancies 

of IT and their IT executives might further contribute to CEOs’ dissatisfaction in their IT 

executives if their expectations were unmet. 

While many IS studies use behavioural intent (Agarwal and Prasad 1998; 

Karahanna et al. 1999; Koufaris 2002; Plouffe et al. 2001; Wixom and Todd 2005) as a 

proxy of behaviours, prior research indicates that intention is weakly correlated to 

behaviours at a level of 0.5 (Sheppard et al. 1988). Thus the study measures CEOs’ 

leadership behaviours rather than their behavioural intent. Among the CEO leadership 

behaviours (benchmarked against CEOs’ leadership behaviours towards other business 

executives), the most frequent behaviour is providing executive support. The least 

frequent CEOs behaviour towards their IT executives is communication of nonverbal 

expectancies. Because nonverbal behaviours are spontaneous and difficult to control, they 

may be closely linked to CEOs’ expectancies of IT and IT executives. While individual 
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CEOs’ leadership behaviours may vary in levels, these behaviours are most likely 

mutually reinforcing as a holistic whole. For example, communication of positive 

expectancies to IT executives is reinforced by actions of delegating and involving IT 

executives in strategic endeavours, which are reinforced by providing the IT executives 

with sufficient executive support and development. The notion is supported by the 

dimensional loadings to the second order construct (ranging from 0.684 to 0.907, all at 

the .001 significance level).  

Regarding the potential organizational roles that IT can play, the data demonstrate 

that, while some roles are more frequent than others, none dominates. Among the 

strategic roles, the usage of IT to achieve operational excellence is the highest, followed 

by deploying IT to achieve speed and agility, growth opportunities, and finally market 

sophistication. The results suggest that despite its overall potential, on average, IT plays 

less roles related to the market and growth opportunities (e.g., tracking and predict 

customers’ needs and preferences, identifying and capturing market trends and patterns, 

reaching new customers, achieving business expansion, and enabling international and 

virtual business, etc.). While individual strategic roles of IT may vary in emphasis, these 

roles likely reinforce each other and function as a holistic construct. For example, 

reducing costs help to lower prices and thus lead to increased market share. This notion is 

supported by the dimensional loadings to the second order construct (ranging from 0.862 

to 0.905, all at the .001 significance level).  

Overall the results provide consistent support for the theoretical framework. 

While prior literature has focused on IT and IT managers in addressing IT’s business 

value, little attention has been paid to the business side of the IT-business partnership that 
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are essential for IT and business success. This study aims to fill the research gap by 

studying how business executives may influence IT business value. Seldom has the 

literature studied CEOs explicitly in the creation of organizational value with IT. These 

results have considerable implications for research and for practice in enhancing the 

business value of IT investments as will be explained. 

Consistent with self-fulfilling prophecy theory, the findings provide strong 

support to the hypotheses. The findings support the notion that CEOs’ expectancies of IT 

and IT executives can drive their IS leadership behaviours, which can shape IT’s strategic 

roles, which can ultimately impact firm business performance. The theoretical framework 

validated in this study suggests that CEOs have expectancies and beliefs about IT, that 

they act on these expectancies and beliefs, and that these actions have implications for 

organizational performance. The findings provide strong support of the theoretical 

argument, with a path coefficient of 0.288 (t=4.162, p<.001) from CEOs’ expectancies of 

IT executives to CEOs’ IS leadership behaviours, a path coefficient of 0.375 (t=6.594, 

p<.001) from CEOs’ expectancies of IT executives to CEOs’ IS leadership behaviours, 

and a path coefficient of 0.398 (t=7.1848, p<.001) from CEOs’ IS leadership behaviours 

to IT’s strategic roles. The results support the theoretical prediction of Pygmalion effect 

of business leaders’ expectancies on IT’s business value.  

The results of this study corroborate the self-fulfilling prophecy’s argument that 

CEOs’ behaviours are consistent with their expectancies; that is, if the CEOs expect 

certain IT business value outcomes, they most likely will behave accordingly to create 

outcomes that match the expectancies. The findings support the theory’s prediction that 

behaviours are based on one’s expectancies of others, rather than by behaviours of others. 



53 

 

As teachers will behave differently towards those students whom they believe will excel 

(Rosenthal and Jacobson 1968, 1992), in similar fashion, CEOs will provide the 

resources and support that are necessary for IT success when they believe in the value of 

IT and the capability of the IT executives. It is important to note that teachers were 

simply told which students were expected to excel and thus formed their expectancies 

before they even had a chance to interact with the students. By the end of the school term, 

the same “average” students became super students because of the prior existing 

expectancies arbitrarily instilled within the teachers. There is every reason to expect 

leaders to behave in the same fashion. 

The model explained 38.6 percent of the variance in CEOs’ IS leadership 

behaviours, and 20.5 percent of variance in IT’s strategic roles. Given that the present 

study intentionally sampled diverse organizations to test the generalizability of the 

theory, the proportion of variance explained demonstrates strong predictive power of the 

theoretical model. Interestingly, CEOs’ expectancies of IT have a stronger influence on 

CEOs IS leadership behaviours than CEOs’ expectancies of their IT executives. The 

results indicate that CEOs’ IS leadership behaviours are associated with their value 

expectancies of both IT and of IT executives, and slightly more with their value 

expectancies of IT.  This finding may imply that while it is important to convince CEOs 

about their IT executives’ ability, it’s also (and perhaps more) important to convince 

them the value of IT. 

The results of the study also suggest that IT’s business value mostly derives from 

the organizational roles that IT executives play – roles that are largely dictated by CEOs 

through their actions in accordance with their expectancies. In fact, 36.7 percent of the 
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variance in firm performance is associated with IT strategic roles. IT’s strategic roles 

have a significant effect on firm business value with a path coefficient of 0.559 

(t=11.2811, p<.001). Given that firm performance is usually considered a construct that is 

difficult to alter, the large percent of variance explained by IT’s strategic roles suggests 

the pervasive influence of IT to business and organizations, and more importantly, the 

substantial positive effect of directing IT’s efforts to the strategic roles conceptualized in 

this study.  

As reviewed in earlier sections, IT executives have been criticized for decades for 

failing to achieve a level of organizational transformation commensurate with 

expectations. The literature has assumed that limited IT business value outcomes are due 

to the innate nature of IT and inadequacies of the IT executives, and has resigned itself to 

identifying the circumstances under which IT can be least damaging (e.g., adopting 

conservative IT management), and circumstance under which IT managers can better 

contribute to business (e.g., the contingency view of IT performance). Contrary to the 

assumption, the theoretical argument of Pygmalion effect and the empirical support of 

this research suggest that there may be value to examine how CEOs’ expectancies of IT 

and their IT executives can unleash the potential beneficial effects of IT for the business.  

Existing perspectives on IT business value have generally not specified whether 

and how CEOs’ expectancies may affect IT’s business value. Research suggests that 

shared views on IT roles between top management and CIOs can lead to alignment of IT 

and business strategies. But these shared views may simply be the result of a self-

fulfilling prophecy (i.e., a Pygmalion effect) resulting in strategies which are highly 

unproductive and perhaps even damaging to the organization. The present study 
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contributes to the existing literature by explaining how this phenomenon may occur; that 

is, CEOs’ expectancies of IT and IT executives may lead to IT’s business value outcomes 

that are consistent with these expectancies.  

The full model was run while all variables were controlled. The results show that 

the main paths are substantially larger in magnitude and more significant than the control 

paths, suggesting that the strength of the main effects within the model likely overrule the 

control effects. Implications of the significant control paths will be discussed in greater 

detail. CEOs’ age is positively related to CEOs’ IS leadership behaviours with a path 

coefficient of 0.082 (t=1.8291, p<.1), indicating that older CEOs likely display more IS 

leadership behaviours than younger CEOs, perhaps given time and experience, CEOs 

have learned to adopt more effective leadership strategies. The effects of CEOs’ 

expectancies of IT and IT executives on CEOs’ IS leadership remain strong with CEOs’ 

age controlled, suggesting that given the same age, CEOs who hold more positive 

expectancies of IT and IT executives display higher levels of IS leadership behaviours 

than CEOs who hold less positive expectancies.  

CEOs’ tenure is positively related to firm business performance with a path 

coefficient of 0.182 (t=3.8192, p<.001), indicating that the longer CEOs have been with 

their organization, the better their firm performance. The results indicate that CEOs with 

extensive experience in their organizations may have developed a deeper understanding 

of their business and organizational structures, thus are better able to manage for 

performance than CEOs who have shorter tenures in their organizations. CEOs’ tenure is 

positively related to IT’s strategic roles with a path coefficient of 0.136 (t=2.4453, 

p<.05), indicating that the longer CEOs have served their organization, the more strategic 
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roles IT plays in the organization. Perhaps the longer tenure in their organizations allows 

the CEOs to know their business and organizations in greater depth, be better positioned 

to understand how IT can add value to their organization, and allow more strategic roles 

of IT.  

IT spending as a percent of revenue is negatively related to firm business 

performance with a path coefficient of -0.112 (t=1.8193, p<.1). The results suggest that 

higher IT spending likely increases costs while reducing profits and return on assets. Yet 

it may not necessarily affect performance in the long term. Drill down analysis confirms 

that IT spending as a percent of revenue is negatively related to tangible assets with a 

path coefficient of -0.267 (t=3.964, p<.001), but is not significantly related to intangible 

assets. Varying IT spending as percent of revenue might reflect industries of different IT-

intensity, thus the results might suggest that higher IT-intensive industries may have a 

more challenging cost structure than lower IT-intensive industries. It is important to note 

that IT spending as percent of revenue does not correspond to strategic use of IT, because 

firms may not invest wisely on IT, and the same level of IT spending in different 

organizations can have different outcomes depending how IT is used. It would be 

interesting future research to further explore the intricate relationships among these 

variables. 

Overall, the findings have several implications for research and practice on IT and 

business management. The long-standing questioning of the contribution of IT and IT 

executives has led business leaders to avoid using IT for strategic purposes. The results of 

the present study suggest that IT’s strategic roles are significantly and positively linked to 

business performance. While it is clear that the ability to maximize IT value is thwarted 
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by limiting IT to day-to-day operations, the results should not be interpreted as 

suggesting that CEOs can achieve superb business value from their IT investment by 

simply putting their IT executives in strategic roles. It is also not realistic to expect 

positive business outcomes from IT, when IT executives are not provided with the 

necessary information, resources, involvement, and training, etc. In addition, the results 

suggest that CEOs’ negative expectancies of IT and IT executives, when communicated 

to the IT executives, likely initiate a downward spiral. CEOs’ beliefs of IT and their IT 

executives likely create positive effects when they are genuine, based on deep knowledge 

and understanding of IT and IT executives, as otherwise negative expectancies would be 

communicated to the IT executives nonverbally. 

This study represents the first research effort to examine the Pygmalion effect in 

IT business value. The literature suggests that there is a great need for self-fulfilling 

prophecy research in real management contexts, and for such studies in business settings 

(McNatt 2000). Extant IT business value research primarily focuses on characteristics of 

IT and IT managers. In contrast, this study focuses on how CEO expectancies may exert 

an influence on IT’s strategic roles and business value outcomes. By doing so, the 

findings can contribute to the literature by providing a deeper understanding of the 

variations of IT business value in organizations as the linkages unfold. The studies 

reviewed in support of the arguments consist primarily of experiments replicated in 

relatively contrived situations. The existing research provides a strong theoretical basis 

for the predictions that are highly relevant to CEO expectancies of IT and IT executives. 

This study develops psychometrically validated measures and tests the measures within a 

comprehensive model, and examines the theoretical model in business settings of a 
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variety of organizations in various industries, thereby contributing to the theory’s 

generalizability and external validity. 

The research also has important implications for management practice. First, it 

highlights the importance of CEO expectancies of IT and IT executives, because the 

results indicate that CEOs who have more favourable expectancies of IT ultimately 

achieve higher levels of business value and strategic advantage than CEOs who have less 

favourable expectancies. In addition, it indicates that CEOs can potentially enhance firm 

performance by influencing their IT executives’ ability, motivation, and opportunity to 

increase IT’s strategic roles. Thus the study provides senior managers reasons and means 

to attend to their expectancies and their IS leadership behaviours. Furthermore, the results 

suggest that IT’s strategic roles are strongly linked to business performance, indicating 

that organizations may enhance IT’s business value by directing IT effort towards 

business relevant and strategically important activities rather than focusing on irrelevant 

activities such as day to day operations and maintenance.  

Some limitations that suggest opportunities for future research also deserve 

acknowledgement and discussion. First, like most research on perceptions and 

behaviours, the study uses CEOs’ self-reports. The use of CEOs’ self-reports was a 

balanced decision to optimize direct access to the primary data, the size, 

representativeness and responsiveness of the sampling frame, and the robustness of 

construct measurement. In an attempt to counter any possible bias, measures were 

designed to tap CEOs’ knowledge on a spectrum of specific and detailed process level 

variables, permitting the collection of data that are otherwise unavailable or difficult to 

obtain. Steps were taken to maximize the accuracy of measures. CEOs were assured 
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confidentiality of their responses, were not revealed the relationships to be tested, were 

reminded that there are no right or wrong answers, and were motivated to provide 

accurate and true responses to ensure the usefulness of the results. Results show that no 

unrealistic estimation of the means (which were not extremely high) and standard 

deviations (which were not low) of the measures was observed, suggesting that CEOs 

provided meaningful information based on their true knowledge. 

Studies have shown that senior executives’ responses to perceptual measures of 

firm performance are reliable and accurate (Deanne et al. 2004; Dess and Robinson 1984; 

Ketokivi and Schroeder 2004; Khatri 2000; Ngo et al. 1998; Venkatraman and 

Ramanujam 1987), especially when different types of organizations across different 

sectors are studied (Guest et al. 2003), perhaps because they have first hand information 

and are intimately familiar with firm performance measures, and have no incentive to 

provide untruthful responses in research studies. In addition, research found that senior 

executives’ responses to measures of IT’s value contribution at the process level are 

sufficiently accurate and reliable (Tallon and Kraemer 2007), and are especially useful 

when IT’s business impact is studied across organizations with different industry- and 

firm-specific process parameters (Barua et al. 2005). It was found that in measuring IT’s 

value contribution in organizations, inter-rater reliability of responses made by executives 

of the same organization is consistently high in all organizations studied, suggesting that 

responses from multiple executives yield the same results (Tallon and Kraemer 2007), yet 

have the negative effects of significant losses in responses and statistical power. 

The use of CEOs’ self-reports may invite a concern for common method bias. 

Although common method bias has been found to artificially inflate the relationships in 
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some studies, research finds that it occurs infrequently in practice (Crampton and Wagner 

1994) and that the threat may be minimal (Spector 2006). Further analysis found that the 

path relationships among theoretically unrelated variables are nil and insignificant (Aiken 

and West 1991; Lindell and Whitney 2001) and that there are significant moderating 

effects, which would not exist if the relationships were a result of artificial inflation, 

suggesting that common method bias is not likely a concern in this study. Results of 

statistical tests following the recommendations of Podsakoff et al. (2003) and Liang et al. 

(2003) show that little variance is explained by the addition of the common method 

construct, and all loadings on the method construct are insignificant, further suggesting 

that common method bias is not likely a concern in this study. Future studies that use 

other measurement scales can contribute to additional knowledge and understanding. 

Second, this study sampled large- and medium- sized Canadian firms in the 

financial, manufacturing, and service industries. This sample may not be representative of 

extremely large organizations or, for that matter, similar organizations from other 

countries and geographical regions. The results of this research provide a possible avenue 

for future research; that is, to study organizations of different sizes and/or in other 

industries and/or in other geographic areas to see if the relationships can be corroborated. 

Future research could also extend the theoretical framework developed in this study to 

examine the influence of CEOs’ expectancies of IT and IT executives in smaller firms 

and in other geographic areas.  

The research shows that the self-fulfilling prophecy theoretical approach provides 

a useful analytical framework for understanding the impacts of CEOs’ value expectancies 

of IT and IT executives in organizations. Many other IT outcomes, such as IS software 
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development, management of IT staff, IT outsourcing, enterprise systems 

implementation, and outcomes of a variety of other IT management areas may depend on 

leader expectancies and behaviours. If organizations are to benefit from their IT 

investment, which are becoming a “must have” in today’s business environment, we need 

to have a better understanding of how business outcomes of IT is affected by the business 

leaders, in addition to the IT leaders. 

Conclusion 

The intent of this study was to examine the impact of CEOs’ expectancies of IT’s 

potential and their IT executives’ ability to increase business value and strategic 

advantage. The study finds evidence that CEOs not only harbour varying levels of 

expectancies and beliefs of IT and of their IT executives, but also take actions on these 

expectancies and beliefs that can ultimately impact their bottom lines. These findings are 

of conceptual and practical importance. They contribute to our understanding of the 

nature of CEOs’ expectancies of IT and IT executives, the diverse range of CEOs’ IS 

leadership behaviours that can be driven by these expectancies, the spectrum of IT’s 

strategic roles that can be shaped by CEOs’ IS leadership behaviours, and how these IT’s 

strategic roles can ultimately impact business performance. This research also presents 

opportunities for future research, and provides management practitioners with an 

indication of additional ways in which IT business value may be advanced.  
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Table 2-1: Descriptive Statistics 

Variables Mean Standard 

Deviation 

Firm size (number of employees) 2363.074 8767.435 

IT spending as percent of revenue 4.914  5.791 

Industry  

(-1 represents low IT-intense industry, 0 represents medium 

IT-intense industry, 1 represents high IT-intense industry)  0.169 0.555 

Years CEO and IT Executive worked together 8.102 6.830 

CEO age (1 represents 30 and below, 2 represents 31-41, 3 

represents 41-50, 4 represents 51-60, 5 represents above 60) 3.730 0.795 

CEO’s tenure in the company (in years) 15.572 10.803 

CEO’s belief that his/her IT executive would make a good 

candidate for a CEO on a scale of 1 to 7 (1 represents 

Strongly Disbelieve, 7 represents Strongly Believe) 2.750 1.774 

IT executive’s total compensation as a percent of that of the 

most important business executive (total compensation 

includes salary, bonus, stocks and options, etc.) 66.709 24.062 
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Table 2-2: Tests for Non-Response Bias 

T-Test for Equality of Means Between Variables of Early Responses and Late Responses 

 Variables T-Value Significance  

(2-tailed) 

 Variables T-Value Significance  

(2-tailed) 

TFP1 -0.726 0.468 ITFP1 -0.926 0.355 

TFP2 -0.172 0.863 ITFP2 -0.421 0.674 

TFP3 -1.280 0.202 ITFP3 0.075 0.940 

TFP4 -1.824 0.069 ITFP4 -1.330 0.184 

TFP5 -0.945 0.345 ITFP5 -0.643 0.521 

OE1 -1.297 0.195 GO1 0.711 0.477 

OE2 0.146 0.884 GO2 0.667 0.505 

OE3 -0.737 0.461 GO3 0.028 0.978 

OE4 0.102 0.919 GO4 -0.549 0.584 

MS1 -0.736 0.462 SA1 0.227 0.820 

MS2 -0.723 0.470 SA2 -0.383 0.702 

MS3 -0.587 0.557 SA3 -0.027 0.979 

MS4 0.542 0.588 SA4 -0.292 0.770 

ITBV1 -0.488 0.626 ITEV1 -0.156 0.876 

ITBV2 -0.083 0.934 ITEV2 0.553 0.580 

ITBV3 -0.505 0.614 ITEV3 -0.416 0.678 
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ITBV4 0.173 0.863 ITEV4 1.018 0.310 

ITSA1 0.612 0.541 ITESA1 0.587 0.558 

ITSA2 0.166 0.868 ITESA2 0.372 0.710 

ITSA3 -0.134 0.893 ITESA3 -0.058 0.954 

ITSA4 -0.296 0.767 ITESA4 -0.048 0.961 

VE1 0.470 0.639 NE1 -0.191 0.849 

VE2 0.379 0.705 NE2 0.352 0.725 

VE3 0.337 0.736 NE3 -1.011 0.313 

VE4 0.567 0.571 NE4 -0.039 0.969 

IV1 0.890 0.374 DG1 -0.860 0.390 

IV2 0.103 0.918 DG2 0.008 0.993 

IV3 -0.180 0.857 DG3 -0.480 0.631 

IV4 0.198 0.843 DG4 -0.231 0.818 

SP1 1.048 0.295 DV1 1.387 0.166 

SP2 0.424 0.672 DV2 0.614 0.539 

SP3 -0.894 0.372 DV3 -0.066 0.948 

SP4 0.281 0.779 DV4 1.208 0.228 

CEO Tenure 0.231 0.818 CEO Age -0.223 0.824 

 

 

T-Test for Equality of Means Between Firm 

Characteristics of Early Responses and Late 

T-Test for Equality of Means Between Firm 

Characteristics of Respondents and Non-
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Responses respondents 

 Variables T-Value Significance  

(2-tailed) 

 Variables T-

Value 

Significance  

(2-tailed) 

Firm Size -0.013 0.990 Firm Size -0.049 0.961 

Industry 0.191 0.849 Industry 0.403 0.687 

IT Spending as 

Percent of 

Revenue 0.502 0.616 Sales 0.087 0.931 

 

  



84 

 

Table 2-3: Inter-Judge Agreements 

Cohen's Kappa 

 

Round1 

 

 

0.79 

 

 

Round 2 

 

 

0.89 

0.76 0.85 

0.71 0.82 

0.73 0.84 

0.69 0.83 

0.68 0.85 

Average 0.73  Average 0.85 

Placement Ratios 

Construct Round 1 Construct Round 2 

ITBV           0.75  ITBV           0.94  

ITSA           0.75  ITSA           1.00  

ITEBV           0.88  ITEBV           0.94  

ITESA           0.88  ITESA           1.00  

OE           0.75  OE           1.00  

MS           0.88  MS           0.94  

GO           0.75  GO           0.94  

AS           0.88  AS           1.00  

ES           0.88  ES           0.94  

ED           0.88  ED           1.00  

NE           0.75  NE           0.94  

VE           0.88  VE           0.88  

SD           0.88  SD           0.88  

SI           0.88  SI           0.94  

Average           0.83  Average           0.95  



85 

 

 

Table 2-4: Descriptive Statistics and Indicator Loadings by Construct* 

CEO Expectancies Indicators Items  

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as CEOs’ beliefs of IT, and 

of their own IT executives in specific compared to 

CEOs’ beliefs of their top three other business 

executives.) 

Mean Standard 

Deviation 

Loading 

IT Business Value 

Beliefs (Jarvenpaa and 

Ives 1991; Kaarst-

Brown 2005; Porra et al. 

2005) 

ITBV1 I believe that IT will help us significantly reduce 

costs. 4.942 1.427 0.715 

ITBV2 I believe that IT will help us significantly enhance 

revenue.  4.853 1.287 0.842 

ITBV3 I believe that IT will help us significantly enhance 

business agility.  5.568 1.066 0.855 

ITBV4 I believe that IT will help us significantly foster 

business growth. 5.168 1.230 0.879 

IT Strategic 

Advantage Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

ITSA1 I believe that IT will help us significantly increase 

competitive advantage. 5.523 1.153 0.871 

ITSA2 I believe that IT will help us significantly increase long 

term strategic viability.  5.461 1.200 0.888 

ITSA3 I believe that IT will help us significantly identify and 5.104 1.305 0.878 
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capture opportunities for competitive differentiation.  

ITSA4 I believe that IT will help us significantly gain an edge 

in the business competition.  5.312 1.213 0.904 

IT Executive Value 

Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

ITEV1 I believe that my IT executive will help me 

significantly reduce costs. 4.458 1.478 0.794 

ITEV2 I believe that my IT executive will help me 

significantly increase revenue. 3.994 1.389 0.869 

ITEV3 I believe that my IT executive will help me 

significantly increase business agility. 4.849 1.451 0.893 

ITEV4 I believe that my IT executive will help me 

significantly foster business growth. 4.421 1.500 0.892 

IT Executive Strategic 

Advantage Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

ITESA1 I believe that my IT executive will help me 

significantly create and execute compelling IT visions. 4.945 1.500 0.818 

ITESA2 I believe that my IT executive will help me 

significantly increase competitive advantage. 4.673 1.470 0.897 

ITESA3 I believe that my IT executive will help me 

significantly define and refine business visions and 

strategies. 4.251 1.513 0.910 

ITESA4 I believe that my IT executive will help me 

significantly identify and capture opportunities for 

strategic differentiation. 4.286 1.543 0.920 
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IT’s Strategic Roles Indicators Items 

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as IT’s roles compared to 

those of the firm’s three most important competitors.) 

Mean Standard 

Deviation 

Loading 

Operational Excellence 

(Bharadwaj 2000; 

Sambamurthy et al. 

2003; Sambamurthy and 

Zmud 2000) 

OE1 Our IT enables us to achieve operational excellence in 

internal and external business processes. 4.540 1.361 0.897 

OE2 Our IT enables us to optimize value chain activities 

and processes through collaborations.  4.306 1.345 0.858 

OE3 Our IT enables us to perform business functions 

and activities cost-effectively. 4.714 1.345 0.868 

OE4 Our IT enables us to meet business needs in a secure, 

confidential, and reliable manner. 5.084 1.321 0.822 

Market Sophistication 

(Bharadwaj 2000; 

Sambamurthy et al. 

2003; Sambamurthy and 

Zmud 2000) 

MS1 Our IT enables us to effectively track and predict 

customers’ needs and preferences.  3.891 1.417 0.864 

MS2 Our IT enables us to effectively identify and capture 

market trends and patterns.  3.911 1.460 0.888 

MS3 Our IT enables us to effectively reach new customers, 

audiences, and sales channels.  3.831 1.487 0.871 

MS4 Our IT enables us to effectively enhance customers’ 

experience and satisfaction.  4.400 1.413 0.837 

Growth Opportunities GO1 Our IT allows us to achieve business growth by 3.922 1.541 0.815 
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(Bharadwaj 2000; 

Sambamurthy et al.  

2003; Sambamurthy and 

Zmud 2000) 

 

facilitating global and/or virtual business.  

GO2 Our IT allows us to nurture innovations by combining 

and/or reconfiguring knowledge and capabilities 

effectively.  4.048 1.367 0.887 

GO3 Our IT allows us to create new business models and/or 

reinvent ways of doing business.  4.093 1.483 0.896 

GO4 Our IT allows us to achieve business expansion by 

enabling mergers and acquisitions and/or strategic 

partnerships.  3.896 1.535 0.777 

Agility and Speed 

(Bharadwaj 2000; Ross 

2003; Sambamurthy et 

al.  2003; Sambamurthy 

and Zmud 2000) 

 

SA1 Our IT enables us to respond rapidly to changing 

business conditions with flexible IT-enabled business 

platforms.  4.128 1.479 0.896 

SA2 Our IT enables us to shorten products/services’ time-

to-market by leveraging information resources across 

different business units and regions.  4.018 1.431 0.858 

SA3 Our IT enables us to accelerate products/services 

rollout with synergistic and cooperative (rather than 

disparate) IT infrastructures.  4.110 1.457 0.889 

SA4 Our IT enables us to speed up business decisions and 

execution with timely and high quality information 

resources. 4.430 1.435 0.851 
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CEOs’ IS Leadership 

Behaviours 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as CEO’s patterns of 

interaction with his/her IT executive, compared to the 

CEO’s interaction with his/her top three other business 

executives.) 

Mean Standard 

Deviation 

Loading 

Verbal Expectancy 

(Appelbaum et al. 2000; 

Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

VE1 I frequently convey to my IT executive my belief in 

his/her ability to accomplish challenging business 

goals.  4.810 1.362 0.909 

VE2 I frequently convey to my IT executive my expectation 

that he/she can help increase competitive advantage.  4.907 1.367 0.927 

VE3 I frequently convey to my IT executive my anticipation 

that he/she can add significant business value. 4.977 1.353 0.929 

VE4 I frequently convey to my IT executive my trust in 

his/her ability to achieve important strategic objectives.  4.906 1.419 0.912 

Nonverbal Expectancy 

(Appelbaum et al. 2000; 

Bassili and Brown 2005; 

Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

NE1 I frequently encourage my IT executive to speak up 

using supportive gestures such as eye contact, smiles 

and nodding, etc.  4.173 1.625 0.785 

NE2 I frequently pay very close attention to my IT 

executive in meetings and/or interactions.  4.366 1.445 0.881 

NE3 I frequently wait sufficient time for my IT executive to 4.674 1.337 0.812 
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share his/her opinions in interactions.  

NE4 I frequently show open gestures and sit/stand close to 

my IT executive in meetings and/or interactions.  4.178 1.463 0.867 

Executive 

Development 

(Appelbaum et al. 2000; 

Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

DV1 I frequently give my IT executive sufficient advice and 

mentoring when needed. 4.751 1.370 0.889 

DV2 I frequently give my IT executive accurate and detailed 

performance feedback.  4.728 1.372 0.878 

DV3 I frequently give my IT executive sufficient training 

and coaching when needed. 4.786 1.280 0.888 

DV4 I frequently give my IT executive recognition for 

his/her progress and contributions. 5.175 1.174 0.877 

Executive Support 

(Appelbaum et al. 2000; 

Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

SP1 I frequently provide my IT executive with sufficient 

resources to achieve strategic IT goals.  5.052 1.197 0.838 

SP2 I frequently provide my IT executive with significant 

corporate executive power and decision rights.  4.785 1.342 0.839 

SP3 I frequently provide my IT executive with sufficient 

information to make sound strategic IT decisions.  5.255 1.117 0.930 

SP4 I frequently provide my IT executive with executive 

support in promoting IT initiatives.  5.398 1.099 0.895 

Strategic Involvement 

(Appelbaum et al.2000; 

IV1 I frequently involve my IT executive from the 

beginning of strategic decisions.  4.398 1.732 0.943 
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Armstrong and 

Sambamurthy 1999; 

Earl and Feeny 1994; 

Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 2005) 

IV2 I frequently involve my IT executive in defining and 

refining business visions and strategies. 4.448 1.676 0.940 

IV3 I frequently involve my IT executive in identifying 

customer needs and ways to meet them.  4.398 1.604 0.920 

IV4 I frequently involve my IT executive in identifying 

opportunities for competitive differentiation.  4.534 1.592 0.898 

Strategic Delegation 

(Appelbaum et al.2000; 

Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al.2005) 

DG1 I frequently delegate challenging business goals to my 

IT executive.  4.307 1.679 0.845 

DG2 I frequently invite my IT executive to undertake 

mission critical projects.  4.878 1.551 0.919 

DG3 I frequently challenge my IT executive to add 

significant business value.  4.867 1.525 0.886 

DG4 I frequently assign my IT executive to tasks of 

significant strategic importance.  4.802 1.534 0.927 

*Note: All loadings are significant at the .001 level.
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Table 2-5. Composite Reliability of Constructs 

Second Order Constructs First Order Constructs Composite 

Reliability 

CEO Expectancies of IT IT Business Value Beliefs 0.889 

IT Strategic Advantage Beliefs 0.936 

CEO Expectancies of IT 

Executives 

IT Executives Business Value Beliefs 0.907 

IT Executives Strategic Advantage Beliefs 0.939 

CEOs’ IS Leadership 

Behaviours 

Verbal Expectancy 0.960 

Nonverbal Expectancy 0.903 

Executive Development 0.932 

Executive Support 0.924 

Strategic Involvement 0.963 

Strategic Delegation 0.941 

IT’s Strategic Roles Operational Excellence 0.922 

Market Sophistication 0.925 

Growth Opportunities 0.909 

Agility and Speed  0.924 

Note: Composite reliability is not assessed for formative constructs. 
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      Note: Diagonals are AVEs and off diagonals represent covariance between constructs.   

      +++ AVE for this construct is not assessed, because it is formative. 

 

Table 2-6: Discriminant Validity of Constructs 
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IT BV Beliefs 0.667 

               IT SA Beliefs 0.593 0.785 

              IT Executives BV Beliefs 0.332 0.326 0.711 

             IT Executives SA Beliefs 0.229 0.358 0.702 0.794 

            Verbal Expectancy 0.266 0.303 0.269 0.292 0.857 

           Nonverbal Expectancy 0.133 0.176 0.094 0.104 0.317 0.700 

          Executive Development 0.117 0.110 0.104 0.100 0.368 0.238 0.774 

         Executive Support 0.128 0.147 0.097 0.114 0.416 0.274 0.493 0.754 

        Strategic Involvement 0.161 0.212 0.185 0.271 0.523 0.194 0.271 0.288 0.868 

       Strategic Delegation 0.228 0.240 0.214 0.261 0.596 0.252 0.323 0.354 0.566 0.801 

      Operational Excellence 0.097 0.092 0.140 0.132 0.112 0.048 0.102 0.145 0.093 0.085 0.747 

     Market Sophistication 0.152 0.116 0.109 0.118 0.114 0.053 0.070 0.080 0.127 0.101 0.416 0.754 

    Growth Opportunities 0.176 0.139 0.131 0.126 0.091 0.061 0.055 0.083 0.100 0.076 0.389 0.520 0.715 

   Agility and Speed  0.178 0.140 0.117 0.127 0.111 0.075 0.091 0.110 0.097 0.102 0.563 0.461 0.543 0.754 

  Tangible Performance 0.041 0.025 0.027 0.036 0.025 0.002 0.018 0.055 0.020 0.021 0.212 0.152 0.153 0.132 +++ 

 Intangible Performance 0.050 0.033 0.048 0.053 0.062 0.023 0.044 0.087 0.040 0.037 0.333 0.187 0.163 0.181 0.398 +++ 
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Table 2-7: Item Loadings and Cross Loadings 
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OE1 0.90 0.63 0.61 0.69 0.31 0.31 0.36 0.35 0.32 0.18 0.25 0.34 0.30 0.26 0.03 0.08 0.05 0.13 -0.03 

OE2 0.86 0.62 0.60 0.64 0.27 0.28 0.33 0.34 0.29 0.20 0.26 0.31 0.27 0.26 0.09 0.04 0.06 0.10 -0.02 

OE3 0.87 0.51 0.47 0.61 0.20 0.18 0.28 0.28 0.23 0.17 0.26 0.30 0.23 0.23 -0.03 0.13 -0.02 0.20 -0.03 

OE4 0.82 0.43 0.45 0.59 0.29 0.27 0.31 0.28 0.31 0.21 0.34 0.37 0.25 0.26 0.08 0.14 -0.03 0.19 -0.06 

MS1 0.54 0.86 0.60 0.60 0.32 0.26 0.24 0.25 0.29 0.21 0.24 0.24 0.31 0.28 0.07 0.04 0.14 0.05 0.01 

MS2 0.51 0.89 0.64 0.55 0.30 0.26 0.27 0.30 0.26 0.14 0.19 0.21 0.32 0.25 0.10 0.02 0.13 0.04 -0.03 

MS3 0.51 0.87 0.63 0.54 0.34 0.29 0.27 0.27 0.26 0.14 0.20 0.20 0.25 0.26 0.12 0.11 0.14 0.03 0.01 

MS4 0.66 0.84 0.63 0.65 0.39 0.37 0.35 0.35 0.35 0.29 0.28 0.32 0.34 0.30 0.07 0.10 0.13 0.03 -0.03 

GO1 0.48 0.58 0.82 0.57 0.36 0.30 0.29 0.25 0.22 0.16 0.15 0.20 0.21 0.20 0.01 0.10 0.13 0.08 -0.04 

GO2 0.62 0.66 0.89 0.68 0.34 0.33 0.33 0.35 0.27 0.21 0.20 0.25 0.30 0.24 0.01 0.04 0.15 0.02 0.01 

GO3 0.57 0.67 0.90 0.67 0.36 0.33 0.33 0.34 0.31 0.28 0.27 0.31 0.34 0.30 0.05 0.13 0.25 -0.01 -0.03 

GO4 0.43 0.51 0.78 0.55 0.36 0.30 0.26 0.26 0.22 0.19 0.16 0.20 0.21 0.17 0.09 0.07 0.09 0.10 -0.07 

AS1 0.68 0.63 0.68 0.90 0.36 0.34 0.30 0.32 0.33 0.25 0.29 0.33 0.28 0.29 -0.02 0.13 0.13 0.12 -0.01 

AS2 0.60 0.61 0.66 0.86 0.40 0.34 0.30 0.32 0.29 0.23 0.24 0.29 0.28 0.29 0.05 0.12 0.18 0.12 -0.02 

AS3 0.62 0.55 0.62 0.89 0.35 0.35 0.28 0.30 0.28 0.26 0.25 0.27 0.26 0.29 0.08 0.15 0.16 0.11 -0.02 

AS4 0.69 0.57 0.59 0.85 0.34 0.27 0.30 0.29 0.25 0.21 0.26 0.26 0.26 0.24 0.00 0.06 0.06 0.13 -0.04 

ITBV1 0.23 0.25 0.31 0.34 0.71 0.46 0.37 0.25 0.36 0.29 0.28 0.30 0.24 0.31 0.06 0.06 0.10 -0.01 -0.10 
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ITBV2 0.22 0.35 0.37 0.36 0.84 0.59 0.44 0.38 0.34 0.26 0.24 0.22 0.32 0.35 0.07 0.10 0.17 0.07 -0.06 

ITBV3 0.28 0.31 0.32 0.29 0.86 0.71 0.50 0.41 0.49 0.32 0.32 0.35 0.37 0.45 0.06 0.07 0.02 0.00 -0.07 

ITBV4 0.28 0.36 0.36 0.39 0.88 0.72 0.56 0.50 0.47 0.32 0.28 0.30 0.37 0.43 0.04 0.12 0.15 0.06 -0.08 

ITSA1 0.29 0.34 0.32 0.36 0.70 0.87 0.51 0.51 0.50 0.38 0.34 0.37 0.38 0.45 -0.02 0.10 0.05 0.06 -0.03 

ITSA2 0.27 0.28 0.34 0.34 0.69 0.89 0.56 0.55 0.55 0.41 0.35 0.44 0.44 0.48 0.05 0.11 0.13 -0.04 -0.05 

ITSA3 0.27 0.33 0.35 0.32 0.61 0.88 0.47 0.52 0.41 0.33 0.22 0.26 0.40 0.38 0.02 0.02 0.12 -0.14 -0.12 

ITSA4 0.24 0.26 0.30 0.30 0.64 0.90 0.47 0.53 0.47 0.35 0.26 0.28 0.40 0.41 0.00 0.06 0.10 -0.08 -0.13 

ITEBV1 0.33 0.26 0.32 0.31 0.50 0.46 0.79 0.62 0.45 0.30 0.32 0.28 0.33 0.39 0.10 0.04 0.09 -0.04 -0.08 

ITEBV2 0.28 0.30 0.31 0.26 0.52 0.52 0.87 0.72 0.46 0.26 0.26 0.22 0.39 0.40 0.05 0.09 0.19 0.00 -0.01 

ITEBV3 0.35 0.27 0.31 0.31 0.47 0.49 0.89 0.77 0.46 0.28 0.30 0.31 0.38 0.44 0.06 0.10 0.07 0.04 -0.01 

ITEBV4 0.32 0.29 0.31 0.29 0.50 0.51 0.89 0.77 0.43 0.23 0.24 0.25 0.38 0.37 0.05 0.10 0.14 0.05 0.01 

ITESA1 0.34 0.25 0.30 0.35 0.45 0.50 0.69 0.82 0.52 0.30 0.32 0.36 0.41 0.50 0.05 0.07 0.07 0.08 0.04 

ITESA2 0.37 0.31 0.33 0.35 0.52 0.63 0.81 0.90 0.51 0.29 0.30 0.35 0.48 0.46 0.06 0.11 0.12 0.05 0.00 

ITESA3 0.27 0.31 0.30 0.28 0.36 0.46 0.73 0.91 0.43 0.25 0.25 0.23 0.47 0.43 0.11 0.06 0.15 0.00 0.03 

ITESA4 0.30 0.33 0.34 0.28 0.37 0.53 0.75 0.92 0.46 0.30 0.26 0.26 0.48 0.43 0.08 0.03 0.14 -0.05 0.00 

VB1 0.33 0.28 0.24 0.30 0.42 0.45 0.45 0.46 0.91 0.48 0.59 0.59 0.64 0.66 0.05 0.03 0.09 -0.02 0.05 

VB2 0.31 0.34 0.29 0.32 0.51 0.54 0.47 0.50 0.93 0.57 0.58 0.61 0.66 0.68 0.08 0.11 0.17 0.06 0.04 

VB3 0.28 0.31 0.28 0.28 0.52 0.53 0.49 0.49 0.93 0.53 0.56 0.61 0.69 0.69 0.01 0.09 0.18 -0.06 0.00 

VB4 0.32 0.31 0.30 0.32 0.46 0.51 0.51 0.54 0.91 0.49 0.50 0.58 0.67 0.69 0.05 0.09 0.12 0.03 0.07 

NV1 0.10 0.17 0.17 0.19 0.30 0.29 0.16 0.18 0.39 0.79 0.32 0.32 0.31 0.37 -0.07 -0.01 0.14 -0.08 -0.05 

NV2 0.18 0.20 0.22 0.23 0.29 0.31 0.26 0.25 0.45 0.88 0.39 0.44 0.36 0.38 -0.02 0.11 0.12 0.01 -0.01 

NV3 0.24 0.22 0.23 0.26 0.36 0.45 0.34 0.36 0.56 0.81 0.48 0.53 0.42 0.50 -0.04 0.10 0.04 0.06 0.00 

NV4 0.18 0.16 0.20 0.22 0.26 0.33 0.24 0.26 0.45 0.87 0.40 0.42 0.36 0.41 -0.06 0.10 0.08 -0.05 -0.02 

DV1 0.29 0.25 0.24 0.30 0.33 0.33 0.31 0.28 0.57 0.51 0.89 0.62 0.51 0.55 -0.02 0.11 0.10 0.01 0.00 
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DV2 0.24 0.17 0.14 0.19 0.27 0.24 0.27 0.25 0.49 0.40 0.88 0.59 0.44 0.44 -0.04 0.11 0.08 0.02 -0.03 

DV3 0.28 0.25 0.21 0.26 0.28 0.28 0.25 0.28 0.47 0.37 0.89 0.59 0.43 0.48 0.04 -0.01 0.05 0.11 0.03 

DV4 0.31 0.25 0.23 0.30 0.33 0.31 0.30 0.30 0.59 0.41 0.88 0.67 0.44 0.52 0.02 0.05 0.08 -0.01 -0.03 

SP1 0.38 0.31 0.31 0.34 0.31 0.28 0.24 0.24 0.44 0.37 0.54 0.84 0.34 0.40 0.06 0.08 0.07 0.15 0.00 

SP2 0.29 0.25 0.24 0.25 0.26 0.33 0.26 0.32 0.60 0.49 0.58 0.84 0.58 0.58 0.11 0.12 0.10 0.02 0.07 

SP3 0.36 0.24 0.24 0.31 0.31 0.32 0.27 0.29 0.59 0.48 0.66 0.93 0.50 0.53 0.05 0.11 0.05 0.10 0.03 

SP4 0.30 0.20 0.21 0.27 0.37 0.40 0.30 0.31 0.58 0.47 0.65 0.90 0.43 0.54 0.07 0.10 0.00 -0.01 -0.06 

IV1 0.26 0.28 0.25 0.25 0.35 0.39 0.40 0.45 0.67 0.38 0.51 0.50 0.94 0.69 0.06 0.16 0.21 0.00 0.08 

IV2 0.27 0.32 0.29 0.31 0.37 0.40 0.40 0.49 0.67 0.44 0.49 0.51 0.94 0.69 0.07 0.13 0.24 0.01 0.09 

IV3 0.27 0.34 0.32 0.27 0.38 0.41 0.39 0.45 0.67 0.39 0.45 0.49 0.92 0.67 0.01 0.09 0.18 -0.01 0.06 

IV4 0.33 0.37 0.32 0.33 0.39 0.51 0.42 0.54 0.68 0.42 0.48 0.49 0.90 0.68 0.05 0.14 0.23 0.06 0.05 

DL1 0.22 0.28 0.20 0.24 0.32 0.31 0.38 0.41 0.63 0.37 0.44 0.43 0.65 0.85 0.04 0.17 0.19 0.00 0.15 

DL2 0.28 0.26 0.24 0.29 0.43 0.45 0.38 0.43 0.64 0.47 0.52 0.54 0.69 0.92 0.02 0.12 0.18 0.02 0.13 

DL3 0.26 0.30 0.27 0.31 0.48 0.47 0.42 0.45 0.68 0.48 0.54 0.61 0.67 0.89 0.05 0.10 0.16 -0.01 0.00 

DL4 0.28 0.29 0.27 0.30 0.46 0.51 0.47 0.54 0.69 0.46 0.51 0.54 0.69 0.93 0.04 0.10 0.17 0.01 0.09 

Size 0.05 0.10 0.04 0.03 0.07 0.01 0.07 0.08 0.05 -0.06 0.00 0.08 0.05 0.04 1.00 -0.08 0.04 -0.03 -0.02 

Industry 0.11 0.08 0.10 0.13 0.11 0.08 0.10 0.07 0.09 0.10 0.07 0.12 0.14 0.14 -0.08 1.00 0.39 0.07 -0.03 

IT Spending 0.02 0.15 0.18 0.15 0.14 0.11 0.14 0.14 0.15 0.11 0.09 0.06 0.23 0.20 0.04 0.39 1.00 -0.05 0.08 

Tenure 0.18 0.04 0.05 0.14 0.04 -0.05 0.02 0.02 0.00 -0.01 0.04 0.07 0.02 0.01 -0.03 0.07 -0.05 1.00 0.22 

Age -0.04 -0.01 -0.04 -0.03 -0.09 -0.10 -0.02 0.02 0.04 -0.02 -0.01 0.01 0.08 0.10 -0.02 -0.03 0.08 0.22 1.00 
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Table 2-8: Indicator Weights, T-Values and VIFs 

Firm Business 

Value 

Indicators Items  

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as firms’ business performance compared to that 

of the firms’ three most important competitors.) 

Mean STD Weight T-Value VIF 

Tangible Assets 

(Allee 2000, 

McElroy 2002, 

and Piazza-Georgi 

2002) 

TFP1 Our company has very high profits.  4.309 1.680 0.125 2.590 2.853 

TFP2 Our company has very high returns on assets.  4.547 1.588 0.344 5.573 3.214 

TFP3 Our company has very strong revenue growth.  4.392 1.600 0.302 6.931 1.805 

TFP4 Our company has very low costs. 4.058 1.470 0.183 4.128 1.285 

TFP5 Our company has up-to-date fixed assets (e.g. technology 

and facilities, etc.).  4.789 1.465 0.433 10.012 1.711 

Intangible Assets 

(Allee 2000, 

McElroy 2002, 

and Piazza-Georgi 

2002) 

ITFP1 Our company has superior unique knowledge and 

expertise.  5.247 1.304 0.249 6.445 2.295 

ITFP2 Our company has superior business concepts and models, 

work systems and processes.  4.921 1.314 0.352 9.241 2.345 

ITFP3 Our company has great relationships with customers, 

business partners and other stakeholders.  5.589 1.193 0.139 3.228 1.585 

ITFP4 Our company has a very strong track record in 

product/service/process innovation.  5.250 1.360 0.194 4.998 2.028 

ITFP5 Our company has a very fast speed in meeting business 

challenges and opportunities.  4.911 1.354 0.343 7.926 2.325 
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Table 2-9: Path Coefficients of Structural Model (T-Statistics) 
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CEO IS Leadership 

Behaviours 

0.375*** 

(6.594) 

0.288*** 

(4.162) 

      0.003 

(0.080) 

0.047 

(1.071) 

0.082* 

(1.829) 

0.006 

(0.134) 

0.065 

(1.371) 

IT’s Strategic Roles 

    0.398*** 

(7.185) 

    0.053 

(1.014) 

0.03 

(0.545) 

-0.087 

(1.480) 

0.136** 

(2.445) 

0.08 

(1.287) 

Firm Business 

Performance 

      0.559*** 

(11.281) 

  -0.071 

(1.149) 

-0.074 

(1.512) 

-0.039 

(0.795) 

0.182*** 

(3.819) 

-0.112* 

(1.819) 

IT Business Value 

Beliefs 

0.93*** 

(97.336) 

                  

IT Strategic 

Advantage Beliefs 

0.951*** 

(135.975) 

                  

IT Executives 

Business Value Beliefs 

  0.953*** 

(162.681) 

                

IT Executives 

Strategic Advantage 

Beliefs 

  0.964*** 

(215.486) 

                

Executive Support 

    0.806*** 

(29.793) 
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* (p<0.1) 

** (P<0.05) 

*** (P<0.01)  

Executive 

Development 

    0.779*** 

(23.528) 

              

Verbal Expectancies     

0.907*** 

(65.440)               

Nonverbal 

Expectancies     

0.684*** 

(17.850)               

Strategic Involvement     

0.828*** 

(42.173)               

Strategic Delegation     

0.884*** 

(78.108)               

Operational 

Excellence       

0.862*** 

(55.615)             

Market Sophistication       

0.868*** 

(56.237)             

Growth 

Opportunities       

0.874*** 

(42.300)             

Speed and Agility       

0.905*** 

(93.131)             

Tangible Asset         

0.905*** 

(90.114)           

Intangible Asset         

0.915*** 

(85.703)           
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Table 2-10: Common Method Bias Check 

Construct Indicators Substantive Factor 

Loading (R1) 

R1-Square T Statistics Method Factor 

Loading (R2) 

R2- Square T Statistics 

Operations 

Excellence 

OE1 0.865 0.748 11.904 0.040 0.002 0.426 

OE2 0.820 0.672 8.699 0.043 0.002 0.408 

OE3 0.928 0.862 11.532 -0.079 0.006 0.722 

OE4 0.841 0.706 7.390 -0.005 0.000 0.046 

Market 

Sophistication 

MS1 0.882 0.777 9.826 -0.022 0.001 0.226 

MS2 0.948 0.899 13.386 -0.085 0.007 0.976 

MS3 0.929 0.864 13.489 -0.082 0.007 0.892 

MS4 0.700 0.489 6.754 0.196 0.039 1.806 

Growth 

Opportunities 

GO1 0.855 0.732 8.393 -0.061 0.004 0.576 

GO2 0.863 0.745 11.902 0.029 0.001 0.345 

GO3 0.840 0.706 11.853 0.083 0.007 0.979 

GO4 0.821 0.674 6.774 -0.065 0.004 0.498 

Speed and 

Agility 

SA1 0.855 0.731 11.384 0.061 0.004 0.737 

SA2 0.851 0.723 10.009 0.010 0.000 0.086 

SA3 0.919 0.844 12.301 -0.043 0.002 0.445 

SA4 0.869 0.754 9.324 -0.029 0.001 0.287 

IT Value 

Beliefs 

ITBV1 0.788 0.621 6.645 -0.093 0.009 0.756 

ITBV2 0.911 0.829 10.247 -0.100 0.010 0.973 
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ITBV3 0.779 0.607 7.744 0.114 0.013 1.125 

ITBV4 0.833 0.693 11.227 0.058 0.003 0.699 

IT Strategic 

Advantage 

Beliefs 

ITSA1 0.808 0.653 8.595 0.082 0.007 0.835 

ITSA2 0.772 0.596 6.695 0.157 0.025 1.518 

ITSA3 0.976 0.952 14.026 -0.130 0.017 1.487 

ITSA4 0.984 0.968 13.419 -0.108 0.012 1.039 

IT Executives 

Business 

Value Beliefs 

ITEBV1 0.782 0.611 10.747 -0.031 0.001 0.361 

ITEBV2 0.846 0.716 19.156 -0.043 0.002 0.725 

ITEBV3 0.926 0.858 23.835 0.063 0.004 1.125 

ITEBV4 0.896 0.802 19.740 0.007 0.000 0.102 

IT Executives 

Strategic 

Advantage 

Beliefs 

ITESA1 0.880 0.775 14.575 0.098 0.010 1.169 

ITESA2 0.896 0.803 16.190 0.002 0.000 0.032 

ITESA3 0.886 0.785 19.042 -0.046 0.002 0.758 

ITESA4 0.893 0.798 22.034 -0.044 0.002 0.792 

Verbal 

Expectancy 

VE1 0.940 0.883 8.025 -0.030 0.001 0.243 

VE2 0.884 0.782 8.030 0.055 0.003 0.453 

VE3 0.938 0.880 8.620 -0.007 0.000 0.055 

VE4 0.933 0.871 7.717 -0.019 0.000 0.135 

Nonverbal 

Expectancy 

NE1 0.862 0.743 6.570 -0.085 0.007 0.639 

NE2 0.935 0.874 15.268 -0.068 0.005 0.779 

NE3 0.666 0.443 4.403 0.199 0.039 1.403 
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NE4 0.897 0.805 12.776 -0.037 0.001 0.420 

Executive 

Development 

DV1 0.835 0.698 7.362 0.073 0.005 0.518 

DV2 0.971 0.942 11.458 -0.126 0.016 1.169 

DV3 0.913 0.834 8.592 -0.041 0.002 0.336 

DV4 0.812 0.659 6.566 0.092 0.008 0.699 

Executive 

Support 

SP1 0.908 0.824 8.158 -0.072 0.005 0.569 

SP2 0.719 0.517 5.596 0.143 0.021 1.078 

SP3 0.947 0.896 11.946 -0.030 0.001 0.313 

SP4 0.920 0.847 12.355 -0.037 0.001 0.383 

Strategic 

Involvement 

IV1 0.999 0.998 16.521 -0.072 0.005 0.891 

IV2 0.936 0.877 13.269 0.006 0.000 0.067 

IV3 0.930 0.866 12.745 -0.012 0.000 0.140 

IV4 0.836 0.698 7.111 0.082 0.007 0.675 

Strategic 

Delegation 

DG1 0.941 0.886 8.444 -0.109 0.012 0.755 

DG2 0.923 0.852 9.992 0.001 0.000 0.013 

DG3 0.799 0.639 5.336 0.110 0.012 0.659 

DG4 0.935 0.874 9.578 -0.009 0.000 0.075 

Tangible 

Assets 

TFP1 0.917 0.841 9.096 -0.206 0.042 1.589 

TFP2 0.849 0.721 7.706 -0.026 0.001 0.213 

TFP3 0.742 0.550 7.043 -0.055 0.003 0.324 

TFP4 0.522 0.273 3.598 -0.030 0.001 0.176 
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TFP5 0.538 0.289 4.056 0.241 0.058 1.514 

Intangible 

Assets 

ITFP1 0.807 0.652 6.785 -0.025 0.001 0.155 

ITFP2 0.745 0.555 5.835 0.062 0.004 0.468 

ITFP3 0.808 0.652 5.910 -0.172 0.030 0.974 

ITFP4 0.759 0.577 5.327 0.014 0.000 0.083 

ITFP5 0.733 0.537 6.631 0.091 0.008 0.664 
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Chapter 3 

Social Identity Theory and CEO Perceptions of IT Executives 

Abstract 

This paper explores the antecedents of CEOs’ perceptions of IT 

executives by taking a social identity theory perspective. The study 

conceptualizes two theoretical components of social identity theory – self-

categorization and social identification -- and examines the prediction of 

social identity theory, namely in-group favouritism. Based on data of CEOs 

at medium- and large- sized Canadian organizations, the study finds that 

CEOs’ social categorization derived from the functional difference between 

IT and business predicts their social identification with business executives 

versus IT executives, which predicts perceptions of IT executives in general, 

which in turn predict CEOs’ expectancies of their own IT executives. 

Results suggest that 1) the more CEOs socially categorize themselves and 

IT executives based on the IT-business functional difference, the more they 

socially identify with business executives rather than with IT executives, 2) 

the more they socially identify with business executives rather than with IT 

executives, the less favourable perceptions they hold towards IT executives 

in general, and 2) the more favourably CEOs perceive IT executives in 

general as a social group, the more strongly they believe that their own IT 

executives have the ability to help their organizations enhance business 

value and strategic advantage. The paper concludes with implications of 

these results for practitioners and academics.  
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3.1 Introduction 

The first paper demonstrated that CEOs’ expectancies of their IT executives’ 

ability in increasing business value and strategic advantage are important to their firms’ 

business performance. It is found that CEOs holding varying expectancies of their IT 

executives act on these expectancies by engaging in leadership behaviours that influence 

their organizations’ IT strategic roles, which have direct implications on firm 

performance. The findings suggest that IT’s business value in organizations is largely 

determined by the roles that IT plays in their organizations, and that IT is often cast in 

roles that align closely with CEOs’ expectancies of their IT executives.  

Given the significant implications of CEOs’ expectancies of their IT executives, it 

is important to understand what contribute to these expectancies. Knowledge about why 

some CEOs believe while others doubt their IT executives’ ability to add significant 

value would inform effective strategies to manage the expectancies to achieve greater 

business value. The importance of understanding what may drive CEOs’ expectancies of 

their IT executives also derives from the fact, as pointed out in the literature, that these 

expectancies can be persistent. For example, in an organization where the top 

management held unfavourable expectancies of its IT unit for over forty years, despite 

the fact that the IT unit consistently delivered excellent technological solutions and 

performed better than the organization’s industry peers under significant resources 

shortage (Porra et al. 2005).  

Industry experts have long advocated managing business leaders’ perceptions of 

CIOs. As a CIO elaborated in a leadership forum: “we’re redefining our role and our 

contributions, yet the organization hasn’t quite caught on” (IBM 2008). A recent CIO 
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leadership survey found that “misperception about the CIO is the number one barrier 

preventing CIOs from having greater influence as business leaders” (IBM 2007). Harvard 

Business Review contributor, a president and former CFO and CIO, Cramm (2010) 

explicated the lack of mutual understanding between business and IT and highlighted the 

imperative need to “improve the quality of interactions with the IT organization and the 

impact from their IT-enabled investments” and make IT leadership “a core competence 

throughout the organization so that senior-level direction is executed effectively and 

frontline innovation occurs as a natural course of business”. According to a recent 

Gartner global CIO survey, 66 percent of the respondents “see their jobs at risk based on 

CEOs negative views of IT and its performance” (Prewitt 2005). Noting that the majority 

of these views are due to poor communication of IT’s value contribution rather than poor 

IT services, leading consulting firms, McKinsey Associates and Gartner Group, urge 

CIOs to manage business leaders’ perceptions about IT and CIOs (Prewitt 2005).  

Beyond the recognition of limited, and perhaps inaccurate, perceptions of IT 

executives’ ability in increasing business value and strategic advantage, little is 

understood about their antecedents. Knowing what may drive CEOs’ expectancies of 

their IT executives’ strategic and business value adding capacity is an initial step before 

effective strategies can be derived to manage these expectancies. In addressing this 

research question, social identity theory provides a promising theoretical avenue through 

of its identification and establishment of a causal structure for perception formation. 

Based on social identity theory, this research builds a model that integrates two critical 

elements of the theory – self-categorization and in-group favouritism, to explain how 
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social psychology factors can influence CEOs’ expectancies of the strategic importance 

and business value adding capacity of their IT executives. 

3.2 Theoretical Development 

Perceptions have been defined in different ways in the literature. While perception 

is technically associated with physical sensors and sensory processes in psychophysics, 

sociologists and psychologists typically define perception as the mental grasp or 

representation of stimuli information about people or objects through attention, 

awareness, and comprehension (Oskamp and Schultz 2005; Wyer and Albarracin 2005). 

A central concept in cognitive and social science, perceptions are key in people’s 

understanding, learning, and knowing about people or objects, and in motivating people’s 

behaviours, actions or reactions in future interaction with people or objects (Oskamp and 

Schultz 2005). The definition recognized that perception may be subjective estimation of 

traits or characteristics of people and objects, or may be in the form of expectancies or 

beliefs that certain features, outcomes, and behaviours will be observed in specific people 

or objects in the future (Wyer and Albarracin 2005). Thus CEO perceptions of IT 

executives in general are defined as CEOs’ subjective estimation of the traits or 

characteristics of IT executives as a social group, whereas CEOs’ expectancies of their IT 

executives in specific refer to CEOs’ beliefs that their own IT executive’s will help 

increase business value and strategic advantage.  

Social categorization is defined as the perceived distinctiveness, differences or 

boundaries between social groups (Ashforth and Mael 1989; Tajfel and Turner 1985; 

Turner 1985). By cognitively categorizing self and others in the social environment, 

people can define self and others in an orderly manner (Hogg and Terry 2000; Tajfel and 
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Turner 1985; Turner 1985). For example, CEOs may perceive that IT people and 

business people are saliently different and thus belong to distinct social groups. In 

addition, they may see salient differences between business executives and IT executives, 

and socially categorize them as different groups.  

Social categorization not only enables people to locate others, but also to define 

themselves in the social environment (Ashforth and Mael 1989; Hogg and Terry 2000). 

The social categorization that contains salient group characteristics becomes part of an 

individual’s identity (Tajfel and Turner 1985). Thus social identification is defined as an 

individual’s sense of belongingness to or membership of certain social groups (Ashforth 

and Mael 1989; Tajfel 1972). Social identification originates from the concept of group 

identification (Tolman 1943), and is used interchangeably with group identification 

(Ashforth and Mael 1989). CEOs may socially identify themselves as business 

executives, rather than IT executives, and feel that they more belong to business 

executives as a social group than with IT executives.  

Theorists suggest that social categorization and social identification are essential 

in driving organizational behaviours and for understanding organizational phenomena 

(Haslam et al. 2003). Social categorization and social identification are at the core of 

social identity theory. Social identity theory is one of the most successful applications of 

fundamental psychology in organizational contexts (Blader and Tyler 2009). Since its 

applications in organizational research were elaborated (Ashforth and Mael 1989), social 

identity theory has become a key theoretical perspective for studying social and 

psychological dynamics in organizations (e.g., Blader and Tyler 2009; Haslam 2004). 

While earlier literature on social identity theory emphasizes the prediction of in-group 
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favouritism (Ashforth and Mael 1989), recent development of the theory also includes 

self-categorization theory as an integral component and extension of social identity 

theory (Hogg and Terry 2000). The following sections describe the two social 

psychological mechanisms: self-categorization and in-group favouritism that manifest the 

social identity theory. 

A) Self-categorization 

Self-categorization theory suggests that people routinely classify themselves and 

others into social categories to simplify their views of the social environment (Hewstone 

et al. 1991; Shah et al. 1998; Tajfel and Turner 1985; Turner 1985; Turner 1987). Social 

categorization of self, or self-categorization, is motivated by a need to reduce uncertainty 

by answering questions such as: who we are, what we like, and what we do, etc. (Hogg 

and Abrams 1993; Hogg and Mullin 1999). Reducing uncertainty of self-concept is one 

of the most important human motivations, providing people clear meaning for existence, 

certainty about their physical and social environment, and confidence in coping with their 

environment (Hogg and Abrams 1993; Hogg and Mullin 1999; Hogg and Terry 2000). 

The social classification, along with the salient group characteristics, becomes the social 

identity of individuals (Ashforth and Mael 1989). 

Turner (1985) suggests that once people categorize themselves and others into 

social groups, they tend to form prototypes that cognitively represent the groups’ central 

features. Prototypes may be in the form of a set of key common attributes of members of 

the group, or may be in the form of an exemplar of the social group (Hogg and Terry 

2000). As prototypes simplify the social world by representing people by groups with 

distinct characteristics, members of a group are often viewed in light of the prototype, 
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rather than as independent individuals (Hogg and Terry 2000; Turner 1985). Self-

categorization allows people to cognitively assimilate themselves to the prototype that is 

simple, clear, and consensual (Brewer and Harasty 1996; Hamilton and Sherman 1996). 

By reducing and abstracting information about members of social groups for cognitive 

efficiency, prototype maximizes in-group similarities and out-group differences, a 

process that promotes biased perceptions (Hogg and Terry 2000; Moskowitz 2005). 

Research shows that people can form biased perceptions about members of 

categories that are labelled with differentiating features. As an initial test, in their now 

classic study, Tajfel and Wilkes (1963) demonstrated that categorizing the lines into two 

groups leads to biased perceptions of the length of the lines. Specifically, the researchers 

arranged 8 lines from the shortest to the longest. The first half of the participants saw that 

the first four lines were labelled A, and that the second four lines were labelled B. The 

second half of the participants saw that the odd-numbered lines were labelled A, and that 

the even-numbered lines were labelled B. When asked to compare the lengths of line 4 

and line 5, the first half of the participants perceived that line 5 is much longer than line 4 

than did the second half of the participants.  

In accounting for the results, Tajfel and Wilkes (1963) suggested that when 

people mentally classify the lines into meaningful categories (e.g., short line group A 

versus long line group B), the individual lines were associated with the meanings that 

were attached to the groups, and the similarity of objects in the same group and the 

difference between objects in different groups were exaggerated, thus the line from the 

short-line group was seen as shorter, and the line from the long-line group was seen as 

longer than they actually were.  
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In addition to categorizing objects, research shows that categorizing people into 

social groups also leads to an accentuation of within-category similarities (e.g., Krueger 

and Clement 1994; McGarty and Penny 1988; McGarty and Turner 1992) and between-

category differences (e.g., Corneille and Judd 1999; Eiser 1971; Krueger and Rothbart 

1990; Queller et al. 2006). For example, Taylor et al. (1978) asked research participants 

to listen to a discussion between three White people and three Black people, with each 

person in the conversation making a statement. Participants were then asked to recall 

each person’s statement. Interestingly, participants made a much higher rate of intra-

category errors (i.e., a person from one group was confused with another person from that 

same group) relative to inter-category errors (i.e., a person from one group was confused 

with a person from another group). Their results demonstrated that social categorization 

leads to an accentuation of perceived similarity among in-group members and perceived 

difference from members of out-groups. 

B) In-group favouritism 

In addition to self-categorization, the key prediction of social identity theory is in-

group favouritism. In-group favouritism refers to the phenomenon that people tend to 

establish or reinforce positive distinctiveness in favour of in-groups relative to out-groups 

(Festinger’s 1954; Moskowitz 2005; Smith 1983; Tjfel 1978, 1981). Social identity 

theory draws on Festinger’s (1954) social comparison theory, which suggests that a 

person’s identity is clarified through comparison between in-groups and out-groups. 

While categorization exaggerates inter-group differences and intra-group similarities, 

social comparison accentuates inter-group differences with a positive bias towards in-

groups. Festinger (1954) suggests that people naturally tend to assess their own opinions 
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and abilities, and such assessment is often achieved by comparing their opinions and 

abilities with those of other people, when objective and non-social criteria of opinions 

and abilities are not available. As people compare with others in understanding and 

evaluating their own abilities, opinions, performance, or status, the evaluation of an in-

group is a relative concept with the out-group as the comparative standard. 

In explaining in-group favouritism, Tajfel et al. (1971) suggest that an 

individual’s identity is partially derived from an individual’s membership in a social 

group. Not only does group membership have cognitive value by clarifying who the 

individual is, it also has emotional and social importance for members of the social group 

by evoking the sense of belongingness to a social group (Tajfel 1972). Sharing a social 

group membership with others brings a sense of belongingness, involvement and pride 

that is valuable independent of any material reward (Abrams and Hogg 1990). As group 

membership constitutes part of an individual’s identity, the individual most likely seeks 

positive distinctions in favour of the in-group members, driven by the desire for positive 

self-evaluation.  

Research suggests that maintaining a positive self view is an important motive for 

people. While recognizing the importance of the need to assess and seek accuracy and to 

verify and maintain consistency, Sedikides (1993) argued that people most want to build 

enhance their self-esteem. According to Brewer (1991), by linking an individual to social 

groups, social identities constitute the “social self”, thus, to maintain a positive sense of 

self, the individual positively evaluates not only information that is self-relevant, but also 

information about the groups to which they are linked. Thus according to Tajfel and 

Turner (1986), esteem enhancement can influence people’s evaluation of self and others, 
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in that they strive to maintain a positive self-concepts, attach value implications to social 

categories and the associated group membership, and assess one’s own social category or 

group with reference to other social groups. 

Social comparison with the goal of enhancing self-esteem is not only reflected by 

a positive bias in evaluating in-group members, but also by a negative bias toward out-

group members (Brewer 1979; Brewer and Kramer 1985; De-Cremer 2001; Dutton and 

Dukerich 1991; Hagendoorn and Hraba 1987; Tajfel et al. 1971). Once people are 

categorized as part of a group, the association of one’s own identity with the group 

motivates people to think and behave in ways to achieve the positive distinctiveness of 

the in-groups compared to an out-group (Tajfel and Turner 1985). To the extent that the 

in-group is perceived as both different and better than the out-group, one’s social identity 

is enhanced (Ashforth and Mael 1989; Hogg and Vaughan 2002). As individuals are 

motivated to achieve positive social identity, such inter-group comparison is often 

illusory rather than real (Hogg and Terry 2000). 

Research demonstrates that the effect of in-group favouritism is so pervasive that 

even membership in a “minimal group” (categorization based on no meaningful criteria 

or a trivial feature as evidenced in the following study) is sufficient to evoke the in-group 

favouritism (Tajfel et al. 1971). In a classic study, Tajfel et al. (1971) examined the 

impact of randomly assigning people to groups. In the study, participants (14 and 15 

year-old boys) were told that they were assigned to one of the two groups based on their 

preferences for paintings. The participants were instead randomly assigned to a group, 

represented by a participant code and a group code. Participants were then instructed to 

allocate “virtual money” to other participants, given the choices of 1) maximizing all 
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members’ points, 2) maximizing their own group members’ points, or 3) maximizing the 

difference between their own group’s and the other group’s points. Surprisingly, 

participants chose the third option. That is, participants acted in ways to favour their own 

group over the other group, such their in-group members look better than the out-group 

members, at the cost of increasing inequality between the groups, and at the cost of 

reducing the absolute benefit for their own group. The effects of in-group favouritism 

have been replicated in many (even more) minimal group settings, demonstrating that the 

effect does not require strong leadership or member interdependence, interaction or 

cohesion, but random assignment of individuals to meaningless groups is sufficient to 

evoke negative perceptions and discrimination against out-groups and increased intra-

group cooperation and cohesion (Ashfoth and Meal 1989; Billig and Tajfel 1973; Brewer 

1979; Locksley et al. 1980; Tajfel 1982; Turner 1975). 

CEOs’ social categorization and social identification 

To the extent that even trivial or meaningless features can trigger social 

categorization, given the long-standing divide between business personnel and IT 

personnel documented in the literature (Hirschheim et al. 2003), it is reasonable to 

suspect that social identity theory would apply readily within the current research 

context. Previous research has applied the theory in understanding the impact of 

functional differences on strategic decision making in organizations. This literature 

suggests that the difference between functional areas is often used as a basis for social 

categorization in organizations (Tsui et al. 1992; Useem and Karabel 1986; Westphal and 

Milton 2000). Individuals from similar functional areas usually have a shared knowledge 

base and similar experiences (Cohen and Levinthal 1990). Shared experience and 
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background are often associated with similar perceptions, values, and beliefs (Markides 

1997; Tsui and O’Reilly 1989; Yound and Buchholtz 2002). Executives with similar 

functional backgrounds are thought to develop common belief structures for strategic 

decision making (Dearborn and Simon 1958; Walsh 1988). Specifically, they may have 

similar perceptions and beliefs when they identify company problems (Beyer et al. 1997; 

Dearborn and Simon 1958), sense changes of organizational effectiveness (Waller et al. 

1995), diagnose strategic issues and choose solutions (Hambrick and Mason 1984), 

evaluate acquisition candidates (Hitt and Tyler 1991), and select generic firm strategy or 

corporate diversification strategy (e.g., Fligstein and Brantley 1992; Smith and White 

1987). 

To the extent that functional differences provide a salient basis for social 

categorization (e.g., Tsui et al. 1992; Useem and Karabel 1986; Westphal and Milton 

2000), functional differences between business and IT may lead CEOs to categorize IT 

personnel as a distinct social group from business personnel. With origins in computer 

science, IT principles are distinctively different from business principles. Willcoxson and 

Chatham (2004) suggest that CEOs who have little training and experience in IT may 

find these principles foreign and unfamiliar, and view IT as intuitively different from 

other resources (e.g., human resources and financial resources), and/or as a black box 

only comprehensible by IT personnel. Following the functional differences, the practices 

and norms of IT personnel and business personnel are likely different, forming the basis 

of social categorization.  

When CEOs perceive IT people and business people as distinct social groups, and 

perceive IT executives as distinctively different from business executives, CEOs may 
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socially identify with business executives more than they identify with IT executives. The 

literature suggests that the distinctiveness between groups increases the likelihood of 

group identification (Oakes and Turner 1986; Tolman 1943). For example, perceived 

distinctiveness of a college’s values and practices were found to predict the college’s 

alumni’s identification with the college (Mael 1988). The results hold partly because 

distinctiveness of social categories accentuates the perceived similarity of in-group 

members and perceived differences from out-group members. Distinctiveness between 

the social groups clarifies the group identity, making their group identity appear more 

unique (Ashforth and Mael 1989). Following social categorization, people assimilate 

themselves to the prototype that describes and prescribes the key features, feelings, and 

behaviours of their social group (Turner 1984, 1985), a process of depersonalizing selves 

as representative of the social group rather than as unique individuals (Hogg and Terry 

2000). This depersonalization process increases the perceived similarity among in-group 

members.  

Where members of the in-group are perceived as more similar to each other, the 

members of the group experience higher levels of social attraction (Hogg and Terry 

2000). Distinctiveness of social categories may also induce the in-group members to 

adopt group values and norms and similarity in attitudes and behaviour, leading to social 

cohesion, cooperation, and altruism, and other positive behaviours towards the members 

of the in-group (Ashforth and Mael 1989, Turner 1982, 1984). When group differences 

are salient, in-group members are liked more than out-group members (Ashforth and 

Mael 1989). Dion (1973) demonstrated that people may like in-group members better 

because of the common group membership, despite the fact that these members have 
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negative personal attributes. When group differences are not salient, likes or dislikes are 

based on personal relationship or preferences (Hogg and Turner 1985). The salience of 

social categorization can change the patterns of social identification and attraction 

radically (Hogg and Terry 2000), predictions that have been supported by studies in a 

variety of settings (Hogg et al. 1993; Hogg et al. 1995; Hogg and Hains 1996; Hogg and 

Hardie 1991, 1992). 

The linkage of social categorization and social identification help to explain the 

persistent social barrier between IT executives and business executives. A recent industry 

report found that, while 53 percent of CIOs at leading organizations consider “promoting 

collaboration between IT and lines of business” their highest priority, only 15% of the 

CIOs believe that they are extremely effective in doing so, and 23% of them rated their 

effectiveness at or below the average level (IBM 2007). Furthermore, the literature 

suggests that social identification with in-group members becomes stronger when the out-

group becomes salient, because the salience of the out-group serves as a comparative 

standard that makes the existence of the in-group identity seem more meaningful (Hogg 

and Terry 2000). As IT becomes more prevalent in organizations, CEOs’ may become 

more aware of their distinct social identity. For example, CEOs may see themselves as 

typical business executives (e.g., I am a business executive; I am not an IT person).  The 

clarity of social identity may prompt CEOs to socialize more with business executives 

with similar backgrounds and shared goals and interests than with IT personnel, further 

increasing the social distance between business and IT personnel (Ashfoth and Meal 

1989). 
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Hypothesis 1: CEOs’ social categorization is positively related to CEOs’ social 

identification with business executives versus IT executives. 

CEO perceptions of IT executives as in-group favouritism 

Social identity theory suggests that social identities are maintained by intergroup 

comparison, which leads to positive differences in favor of their own group (Tjfel 1978, 

1981; Smith 1983), often by developing negative stereotypes of the out-group (Horwitz 

and Rabbie 1982; Wilder 1981). For example, Hewstone et al. (1982) studied British 

schoolboys of private and state secondary schools representing distinct social groups, and 

found that groups perceived themselves and other groups differently, and that perceptions 

of out-group members were generally negative. Not only did people perceive out-groups 

negatively, but also they used biased attribution to suggest that the in-group was 

responsible for its success rather than failure, and the out-group was responsible for its 

failures rather than its success, thus explaining that the out-group deserved its negative 

perceptions (Deschamps 1983). Such biased perceptions justified distancing and 

subordinating the out-group members socially (Smith 1983; Sunar 1978).  

Social identity theory has become a prominent theoretical lens in explaining 

organizational behaviour, because in-group favouritism can arise under minimal 

conditions (e.g., when there is no interpersonal cohesion or interaction, when members of 

the groups are unknown and anonymous, and when there is no profit attached to the 

group membership) (e.g., Billig and Tajfel 1973; Locksley et al. 1980; Turner 1984). For 

this reason, in-group favouritism is frequently observed in organizations. For example, by 

studying functional units of 12 firms, Perrow (1970) found that members were more 

likely to condemn performance of other functional units than that of their own unit in 
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their particular organization, questing for authority for their in-groups. Similarly, by 

studying board members, administrators, doctors, and nurses of 12 hospitals, Bates and 

White (1961) found that each of these different groups thought that they deserved more 

power than the other groups did. By studying five departments of a company, Brown et al. 

(1986) found that members rated that their own department contributed the most to the 

company.  

To the extent that CEOs socially identify with business executives more than with 

IT executives, unfavourable perceptions of IT executives may arise. In a case study, 

Kaarst-Brown (2005) found that in an organization where IT personnel is viewed as 

“different” from the business personnel, many IT personnel were viewed as not 

understanding the business problems or business strategy, although they had worked for 

the company for decades and well understood business and industry issues. Technical 

problems were attributed to IT personnel’s inferior abilities rather than other situational 

factors. Consequently, IT executives had “lower power status” than other executives in 

the organization, including a VP of IT who had been with the company for two decades 

and was highly regarded for his expertise by industry peers. Furthermore, IT executives 

had stringent budgets and struggled to obtain resources for “basic maintenance and 

upgrades.”  

In contrast, IT executives who have successfully established strategic roles in 

their organizations usually have learned to overcome the barrier by tackling business 

executives’ social identification. For example, Watts and Henderson (2006) showed that 

IT executives in organizations leading in innovative use of IT spent a significant 
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proportion of time “with business heads on business problems”, working to be viewed as 

colleagues by their business peers. These IT executives claimed that  

 “business managers have to be convinced that you are a colleague of theirs and 

that you share common values and beliefs, common objectives, and that you have 

common interests and a common orientation ... you changed the way you dress” 

 “I’m assigning a full week a month ... on what I call ‘working the precincts’” 

 “I have worked hard at trying to get my people out ... It’s helped a lot in their 

relationships”. “I made them shake hands.” “I spent three years just getting a wall 

down so they’d talk to each other.”  

Similarly, Stephens et al. (1992) interviewed five CIOs who had established strategic 

roles as business leaders and obtained resource allocation authority in large organizations, 

and found that these CIOs spoke business language instead of technical jargon, delegated 

technical expertise to others, avoided adversarial positions with and sought informal 

acceptance by business peers, showed empathy, read situations carefully, and defused 

conflict to maintain good relationships with peers. In short, these CIOs worked 

strategically to become accepted members of the business echelon (i.e., the business in-

group). 

Theoretical reasoning and empirical evidence lead to the following hypothesis: 

Hypothesis 2: CEOs’ social identification with business executives versus IT 

executives is negatively related to CEOs’ perceptions of IT executives in general. 

Once group perceptions are formed, people often infer that individual members of 

a social group also share group’s characteristics (Wyer and Albarracin 2005). Individuals 

often assume that group perceptions apply to the individual members of the group, even 
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in the absence of supporting evidence (Park et al. 1992). Such perceptual bias likely arise 

especially when people perceive out-group members, whom are assumed to share the 

attributes of the group’s individual members with whom they have encountered (Park and 

Hastie 1987). Extensive empirical evidence in the literature provide support to this 

notion. For example, Bodenhausen and Wyer (1985) let individuals read a script 

describing an incident of assault in a bar, and found that when the alleged defendants’ 

name indicated that they belonged to a social group commonly perceived as being 

“aggressive”, they were judged as more guilty than the actual evidence warranted. The 

results suggest that people tend to perceive that members of a social category with some 

stereotyped traits share the features that are attached to the social group, even though 

evidence indicates that the members do not have these features. 

Following the same reasoning, CEOs’ perceptions of IT executives in general are 

likely transferred to CEOs’ expectancies of their own IT executives. Application of group 

perceptions to individual members of the group mostly occurs when the perceiver is 

unfamiliar with the social group. Research suggests that the more people become familiar 

with a group, the more differentiated their perceptions of the social group become. 

People’s mental categorizations of their own group are often highly differentiated with 

many detailed distinctions because they are familiar with members of their own group.  

For example, Allport (1954) illustrated the mechanism by noting that an outsider will see 

a Lutheran simply as a Lutheran, “but to an insider it makes a difference whether he is a 

member of one Synod or another.” In contrast, because people have more generalized 

representations about out-groups, they make more extreme evaluations of out-group 

members than members of their own group (Linville and Jones 1980). Compared to other 
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business functions such as marketing and finance, the development of IT function and 

emergence of IT executives is relatively recent in organizations and, as a result, it is 

common for CEOs who have little if any training and experience in IT to find IT and IT 

executives unfamiliar (Willcoxson and Chatham 2004). When unfamiliar with IT 

executives, CEOs likely project their general perceptions of IT executives onto their own 

IT executive.  

The above discussion leads to the following hypothesis: 

Hypothesis 3: CEO’s perceptions of IT executives in general are positively 

related to CEO’s expectancies of his/her own IT executive. 

The research framework is depicted in Figure 3-1, showing each of the 

hypotheses and how they related to other hypotheses.  

3.3 Research Method 

The goal of this research is to test these hypotheses and the research framework’s 

predictive validity within real business settings across a variety of organizations and 

industries. A survey method is deemed to be advantageous to increase the generalizability 

and external validity of the theoretical framework. In addition to allowing the 

investigation of a relevant sample of organizations (i.e., IT-intensive) by means of a large 

sample size, the methodology permits focusing on the perceptions of practicing CEOs 

with sufficient statistical rigour to not only measure the theoretical constructs, but also 

capture the linkage between these constructs as part of a larger integrated theoretical 

model.  

The population of this study included the CEOs of large- and medium- sized 

Canadian organizations in the financial, manufacturing, and services industries, as listed 
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in the Dun and Bradstreet Directory. The survey was administrated following the 

procedures suggested by Dillman (2000). Surveys were mailed to a random sample of 

CEOs, followed by reminders one week, three weeks, and seven weeks after the initial 

invitation. In the invitation letter and the questionnaire, it was specified that the survey 

questionnaire needs to be completed by the CEO of the organization, and if the recipient 

was not the appropriate person to complete the survey, he/she was asked to forward the 

questionnaire to the appropriate person. The respondents were asked to specify their titles 

in the questionnaire for verification purpose. Subsequently, 482 complete CEO responses 

were received. Statistical comparisons were made between the mean of each variable of 

early and late responses, and between the firm characteristics (e.g., number of employees, 

sales, and industry) of respondents and non-respondents using data obtained from the 

Dun and Bradstreet Directory. P values of T-tests on all variables were substantially high, 

providing consistent evidence that non-response bias is not present in the data.  

Statistical assessment of common method bias was made following the 

recommendations of Podsakoff et al. (2003) and the approach of Liang et al. (2007). 

Common method bias is absent when 1) the factor loadings of the method factor are 

statistically insignificant, and 2) each indicator’s variance explained by its substantive 

construct is greater than that indicator’s variance explained by the method factor. As can 

be seen in Table 3-9, factor loadings of all indicators to the method factor are 

insignificant, and all indicators’ substantive variances are substantially greater than their 

method variances, therefore common method bias is not likely a threat in this study. 

Descriptive statistics of the variables are listed in Table 3-1 and Table 3-4. 

 



124 

 

Instrument development and validation 

This research develops measures and model to examine the implications of the 

theoretical arguments. Existing validated scales were adapted when available. Where 

scales did not exist to measure the constructs in the specific context of this research, new 

scales were developed and refined following the guidelines of Boudreau et al. (2001), 

Straub (1989), and Straub et al. (2004). Detailed interviews with senior managers in 

fifteen companies of diverse industries as well as thorough literature reviews were used 

to identify the scope and nature of the underlying concepts. The research and/or 

preliminary instruments were reviewed by twenty academic scholars and colleagues who 

have expertise in the domain area. The survey instrument was also assessed by five CEOs 

of organizations representing the financial, manufacturing, and business service 

industries. Feedback from these academic and industry experts were used to refine the 

measurement items to enhance their appropriateness, completeness, and accuracy in 

representing the underlying concepts and in survey implementation. Responses from 

these five CEOs were not included in the main survey data for analysis. 

The measures were validated following the card sorting techniques prescribed in 

Moore and Benbasat (1991) to enhance the construct validity of the instrument. 

Randomly arranged items were grouped into conceptually distinct categories by four 

doctoral candidates who had no prior exposure to the research. After each card sorting 

exercise, detailed debriefings were conducted with the doctoral candidates, and items that 

were not grouped as expected were modified based on the feedback. The refined items 

were then grouped into conceptually distinct categories by four different doctoral 

candidates who also did not have prior exposure to the research. As can be seen in Table 
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3-3, 96 percent of the items were grouped as expected, and Cohen’s kappa averaged .87, 

suggesting acceptable agreement in categorizing the items (Cohen 1960). 

CEOs’ Social Categorization 

Social categorization plays a central role in the process of social identity (Hogg 

and Terry 2000). Social categorization cognitively simplifies the social world and 

provides people with a basis for making decisions and predictions. CEOs’ social 

categorization captures the categorization component of social identity theory (Ashforth 

and Mael 1989; Dutton and Dukerich 1991; Hogg and Vaughan 2002; Tajfel and Turner 

1985), and is operationalized by two mutually-reinforcing dimensions: business-IT 

people categorization and business-IT executive categorization. Although the IT-business 

categories are implied by the functional difference, the extent to which CEOs categorize 

themselves and IT executives is based on the perceived distinctiveness of the social 

groups (Ashforth and Mael 1989). CEOs’ social categorization is modeled as a reflective 

construct, with the dimensions manifesting the latent construct (Jarvis et al. 2003). 

a. Business-IT People Categorization 

The first dimension of the social identity construct is business-IT people 

categorization. Driven by the desire for an ordered, coherent, and meaningful world, 

people tend to use salient distinctiveness among people for classifying or categorizing 

themselves and others. In this sense, categorization (especially group categorization) is 

often based on perceived differences rather than actual differences (e.g., Kraiger and 

Ford 1985; Pulakos and Wexley 1983; Turban and Jones 1988). 

To the extent that the minimal group paradigm suggests that any trivial or 

meaningless feature can trigger social categorization, people are even more prone to 



126 

 

categorizing each other on the basis of salient differences (Aquino and Bommer 2003). 

Salience refers to the “conditions under which (an identity) becomes cognitively 

prepotent in self-perception to act as the immediate influence on perception and 

behaviour” (Turner 1987). The notion of salience is relevant to social categorization, as 

Taylor et al. (1978) suggest that since “the main function of categorization is to reduce 

the complex object world to a more simple and manageable structure...(People) may 

select salient social or physical dimensions to use as discriminating variables for 

grouping and managing person information.”  

The salience of perceived difference between business personnel and IT personnel 

has been documented in the literature (Hirschheim et al. 2003). In the early 1960’s, 

according to one senior manger, the computer department was “a bunch of techies” who 

were “so different” that they had to be isolated from other members of the organization. 

The manager’s solution was to “build a wall around the computer department” to 

minimize the interaction between IT personnel and other personnel in the organization 

(Pettigrew 1973). Ward and Peppard (1996) also noted the existence of a “cultural gap” 

between the IT unit and the rest of the firm. They argued that the IT unit was “culturally 

outsourced” before it was actually outsourced to a third party. Hirschheim and Klein 

(2000) also noted the “disconnect” of expectations and beliefs about the IT function 

between IT people and business people.  

These observations suggest that CEOs may perceive distinct social categories 

based on the salient differences between business personnel and IT personnel in 

organizations. Based on the literature, the business-IT people categorization dimension 

measures CEOs’ perceived difference between IT people and business people, and the 
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extent to which CEOs perceive IT people and business people as distinct social groups. 

Business-IT people categorization is measured by items such as when thinking of IT 

people in general, in CEOs’ mind, “IT people are dissimilar to business people”, and “IT 

people and business people represent distinct groups of people”, etc. 

b. Business-IT Executive Categorization 

To the extent that CEOs perceive IT people and business people as distinct social 

groups, they may also perceive IT executives and business executives as saliently 

different social groups. Social categorization accentuates the perceived differences 

between out-group members and in-group members (e.g., Corneille and Judd 1999; Eiser 

1971; Krueger and Rothbart 1990; Queller et al. 2006; Tajfel 1959; Tajfel and Wilkes 

1963). Thus IT executives may be seen as more different from business executives than 

they actually are. This is because once people categorize self and others into social 

groups, they tend to form a cognitive simplification of the groups’ central features 

(Turner 1985), often in the form of representations of exemplary members or typical 

types (Hogg and Terry 2000). Such cognitive simplification reduces information about 

members of social groups (Corneille and Judd 1999; Hogg and Terry 2000; Queller et al. 

2006). By embodying IT executives with key attributes that characterize IT people, and 

distinguishing them from business people, CEOs may maximize the perceived difference 

between IT executives and business executives. The perceived difference between IT 

executives and business executives also reinforce the social categorization of IT people 

and business people. Business-IT executive categorization measures CEOs’ perceived 

difference between IT executives and business executives, and is measured by items such 

as when thinking of IT executives in general, in CEOs’ mind, “IT executives are usually 
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not considered typical business executives”, “IT executives are dissimilar to typical 

business executives”, etc. 

CEOs’ Social Identification 

Social categorization of self and others into distinct social groups leads to an 

individual to see themselves and others as representatives of the group prototypes, a 

process called “depersonalization” (Hogg and Terry 2000). Depersonalization leads an 

individual to socially identify with members of the in-group because the group 

membership and identity become part of the person’s self perceptions. In addition to 

accentuation of perceived similarities among members of the in-group (Krueger and 

Clement 1994; McGarty and Turner 1992; Tajfel 1959; Tajfel and Wilkes 1963), social 

identification is also reflected as sense of belongingness to members of the in-group, 

positive attitude and affect about in-group members, and more social cohesion with in-

group members than with out-group members, etc. (Byrne et al. 1966; Wayne and Liden 

1995; Williams and O'Reilly 1997). CEOs’ social identification thus measures CEOs’ 

perceived similarity, social cohesiveness and sense of belongingness with other business 

executives. The social/group identification measures validated in Hogg and Hains (1996) 

were adapted and modified to suit the current context. For example, whereas the original 

items are worded as “how much an individual identifies with a team”, the revised items 

are worded as “how much a CEO identifies with other typical business executives versus 

IT executives”. CEOs’ social identification is measured by items such as the extent to 

which CEOs perceive that they “are more similar to”, “identify more with”, “have 

stronger ties with”, and “have more cohesive social relationship with” other typical 

business executives than with IT executives, they “like other business executives better” 
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than they like IT executives, and they “belong more to other business executives as a 

social group” than to IT executives. 

CEO Perceptions of IT Executives (General)  

Social identity theory suggests that intergroup social comparisons often lead to in-

group-favouring evaluative distinctiveness, motivated by a positive self-concept as a part 

of normal psychological functioning (Turner 1975; Spears et al. 1997; Van Rijswijk and 

Ellemers 2002). In perceiving social groups, people characterize other social groups 

using dimensions that put themselves in a positive light (Festinger 1954). Differentiation 

is likely greater on dimensions of particular importance to the in-group, especially 

dimensions on which the in-group is stereotypically positive (Ashforth and Mael 1989; 

Hogg and Vaughan 2002). For example, groups that perceive themselves to be of high 

status on particular dimensions compared to members of other groups tend to choose 

those as the basis of comparison.  

Consistent with the mechanism of social comparison, Tesser (1988) proposed a 

model of self-evaluation, suggesting that people can be systematically biased in how they 

evaluate others. These out-group perceptions (referred to earlier as prototypes) are 

consistent with the notion of stereotypes. Allport (1954) defines a stereotype as a set of 

beliefs about the personal attributes of a group that can structure the behaviours, 

characteristics, and traits of a particular social group, and are used to categorize and make 

predictions about the members of that category when forming impressions. Research 

suggests that individuals tend to develop negative stereotypes of out-groups and evaluate 

the ability and skills of out-group members negatively with reference to those of in-group 

members (Miller and Brewer 1996; Tajfel et al. 1964). 
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CEO perceptions of IT executives in general measure CEOs’ perceptions of IT 

executives as a social group. As predicted by social identity theory, CEOs are likely to 

characterize IT executives on dimensions of business and strategic competence since 

these would positively distinguish business executives from IT executives. As cited 

previously, Kaarst-Brown (2005) found that senior management perceived the IT 

personnel on the bases of being “different”, and as not understanding business problems 

or strategy despite contradictory evidence. This is supported by the literature which 

suggests that IT executives are stereotyped as being technically oriented and technology 

savvy, rather than business astute and strategically oriented (Cramm 2010). The 

perceptions of IT executives are measured relative to perceptions of other typical 

business executives.  

CEO Expectancies of their IT Executives (Specific) 

CEO expectancies of their own IT executives is an important construct, as 

demonstrated in paper one, because CEOs act on their expectancies to influence IT’s 

strategic roles and business performance. Unlike CEOs’ perceptions of IT executives in 

general, CEOs’ expectancies of IT executives in specific measure CEOs’ beliefs of their 

own IT executives. These two constructs, CEOs’ perceptions of IT Executives (General) 

and CEOs’ expectancies of IT Executives (Specific) are conceptually distinctive in two 

ways. The first construct is the subjective estimation of IT executives’ general traits and 

characteristics, whereas the second construct is CEOs’ predictions that their IT executive 

will (or will not) help the organizations significantly increase business value and strategic 

advantage. In addition, the first construct is perceptions about IT executives as a social 
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group in general, whereas the second construct is beliefs about CEOs’ own IT executives 

in specific.  

The respondents were asked to think about IT executives in general when 

answering the questions that measure the CEOs’ perceptions of IT executives (in general) 

construct.  They were asked to think about their own specific IT executives when 

answering the questions that measure the CEOs’ expectancies of their own IT executives 

(specific) construct. Questions for these constructs were placed in different sections on 

different pages. The construct of CEOs’ expectancies of their own IT executives 

(specific) was measured using two dimensions – business value beliefs and strategic 

advantage beliefs. The first dimension measures how strongly CEOs believe that their IT 

executives will help significantly increase business value, and the second dimension 

measures how strongly CEOs believe that their IT executives will significantly help 

increase strategic advantage.  

Controls 

Variables that may potentially affect CEO perceptions of IT executives or 

confound the relationships were identified and measured so that their effect could be 

controlled statistically. The control variables include organizational size, industry, IT 

spending, the CEO’s years of higher education and years of experience in IT, age, tenure, 

the IT executive’s years of higher education and years of experience in business (non-IT 

related), the length of time the CEO and IT executive have worked together, and the 

compatibility between the CEO and the IT executive, which are discussed in greater 

detail in the following sections. 
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a. Organizational variables 

Organizational size might be a potential source of extraneous variation in IT 

budget and firm business value (Schroeter 1988), and is operationalized as the total 

number of employees in the organization. Industry might be an important predictor of 

firm performance (Dess et al. 1990), and the industry context in which firms operate may 

determine their patterns of IT usage and management. Firm industries specified by the 

respondents were classified into three categories: high IT intensive industries include 

banking and financial services, computers and electronics, and aerospace and 

engineering; low IT intensive industries include retail, metals and mining, and energy; 

and the remaining industries are medium IT intensive industries (Kudyba and Diwan 

2002). The industry control is operationalized on a scale of -1 to 1, representing low, 

medium, and high IT-intensive industries, an approach consistent with that of previous 

studies (e.g. Venkatesh and Davis 2000; Venkatesh et al. 2003). In addition, IT spending 

as a percent of revenue is also controlled as it signals the intensity of IT investment of an 

organization. 

b. Experience 

 The literature suggests that people may develop behavioural scripts or norms 

associated with a particular role in which they have extensive experience (Bandura 1976; 

Gioia and Manz 1985), and are likely to display such behavioural schemas later in other 

contexts and roles (Gioia and Manz 1985). If an IT executive has extensive prior 

experience in business, then the CEO might empathize with the IT executive, as common 

experience provides a basis for perceived similarity and in-group categorization. The 

literature has shown that people tend to empathize with individuals whom they perceive 
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to be similar (Byrne 1971; Wellman and Wortley 1990). Therefore, out-group biases 

toward IT executives might be low when IT executives have extensive business 

experience. In the absence of such biases, CEOs likely accept IT executives into the 

social in-group, and to have more favourable perceptions of them. Therefore, prior 

business experience of the IT executive is controlled, and operationalized as the number 

of years during which an IT executive had previously had experience in business (non 

IT). In addition, individuals may come to recognize social categories through experience 

(Miller and Brewer 1996; Westphal and Milton 2000). When a CEO has considerable 

prior experience in IT, he or she might come to identify with the cognitive scripts 

associated with IT. CEOs likely see themselves as having more in common with the IT 

executives, and likely come to emphasize with the IT executives through experience. 

Accordingly, prior IT experience of the CEOs is controlled, and operationalized as the 

number of years during which a CEO had previously had experience in IT. 

c. Education 

The literature suggests that educational background differentiates managers’ 

underlying attitudes and taken for granted beliefs. For example, top managers’ type of 

graduate degree was found to explain how they evaluated acquisition candidates (Hitt and 

Tyler 1991). Management education predicts a preference for “administrative complexity” 

(Hambrick and Mason 1984). Higher educational level was associated with increased 

ability for information processing, tolerance for ambiguity (Dollinger 1984; Schroder et 

al. 1967), rate of corporate innovation, and likelihood of strategic change (e.g., Bantel 

and Jackson 1989; Wiersema and Bantel 1992). In addition, it was suggested that 

educational background itself can provide a salient basis for group identification (Tsui et 
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al. 1992) that influences perceptions. For example, certain aspects of advanced 

management education were found to play an important role in categorizing people for 

promotion (Useem and Karabel 1986; Zajac and Westphal 1996). To the extent that these 

criteria are salient in management selection, they can also provide a basis for an in-

group/out-group categorization of executives.  Thus IT education of the CEOs is 

controlled, and operationalized as the number of years during which a CEO had higher 

education in IT. Similarly, prior business education of the IT executives is controlled, and 

operationalized as the number of years during which an IT executive had previously had 

higher education in business (non IT). 

d. Relationship 

A CEO’s relationship with his/her IT executive might influence his/her social 

identification and perceptions of his/her IT executive. It has been suggested that social 

ties between individuals that extend across different contexts lead to particularly high 

levels of social cohesion (Emirbayer and Goodwin 1994; Westphal and Milton 2000). A 

CEOs’ relationship with their IT executive may influence their perceptions of their IT 

executives. Feeny et al. (1992) interviewed 14 CEOs and CIOs to identify common 

attributes of CEOs who have successful relationships with CIOs. They found the most 

differentiating factor is that these CEOs perceive IT as a critical agent of business 

transformation. The CEO’s compatibility with his/her IT executive reflects their intrinsic 

relationship that is independent of extrinsic social influences. CEO’s compatibility with 

his/her IT executive is controlled and operationalized as a variable on a scale of 1 to 7, 

representing ascending levels of compatibility. 
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In addition, CEOs’ length of working together with their IT executives is 

controlled. The greater familiarity with each other might lead executives to make more 

individuated assessments of others, rather than basing the assessments on inter-group 

differences (Gaertner et al. 1989; Messick and Mackie 1989). The greater familiarity 

resulting from working together with their IT executives over an extended time period 

might lead CEOs to make more individuated assessments of IT executives, reducing the 

tendency toward negative perceptions associated with out-group categorization. CEO’s 

length of time working with his/her IT executive is operationalized as the number of 

years a CEO has worked with his/her IT executive. 

e. CEO age and tenure 

Given that previous literature suggests that CEOs’ age and tenure are related to 

perceptions of IT, CEOs’ tenure and age were controlled. For example, Jarvenpaa and 

Ives (1991) discovered that perception of change is a function of executive background, 

related to top management team member’s age and tenure in the organization. Further, 

they found that the top management team members with excellent relationships with 

CIOs were both older and longer in tenure than those with poor relationships. CEO tenure 

is operationalized as the number of years that the CEO has worked in the organization. 

CEO age is operationalized on a scale of 1 to 5 representing ascending age ranges, an 

approach consistent with that of previous studies (e.g. Venkatesh and Davis 2000; 

Venkatesh et al. 2003). 

3.4 Results 

Partial Least Squares (PLS) analysis (Chin 1998; Chin and Gopal 1995; Hulland 

1999) was used to test the validity of the measurement and structural models. PLS is 
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deemed appropriate based on a number of factors including the fact that it can be used to 

handle, in an integrated manner, complex measurement and structural models; it is 

suitable for the early stages of theory building and testing (Gregor 2006); and it is helpful 

when making predictions because it specifies the variance explained in endogenous 

constructs (Chin 1998). PLS is ideal for the analysis since the models are predictive in 

addition to explanatory, and the models are explorative in nature. Following the criteria 

of measurement models (e.g. direction of causality, interchangeability of items, 

covariation among indicators, and nomological net of the indicators) (Jarvis et al. 2003), 

all constructs are modeled as reflective, and all multi-dimensional constructs are modeled 

as latent or reflective. 

Internal consistency and convergent validity of scales were assessed by criteria 

following the recommendation of Hulland (1999), Carmines and Zeller (1979), Gefen et 

al. (2000), and Fornell and Larcker (1981): (1) all item factor loadings should be 

significant and exceed 0.70, (2) composite reliabilities for each construct should exceed 

0.80, and (3) average variance extracted (AVE) for each construct should exceed 0.50, or 

in other words, the square root of AVE should exceed 0.71.  

As can be seen from Table 3-4, standardized loadings for all scale items in the 

models are significant at p < 0.001 and exceed the minimum loading criterion of 0.70. 

From Table 3-5, we can see that composite reliabilities of all factors also exceed the 

required minimum of 0.80. Average Variance Extracted (AVE) determines the average 

variance shared between a construct and its measures and should be greater than .50 to 

establish the convergent validity of a construct. Browsing the principle diagonal elements 

in Table 3-6, we can see that the AVEs among all constructs in the models are greater 
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than the desired minimum of 0.50, with the lowest AVE being 0.68. In other words, the 

square root of AVE of all constructs exceeds 0.71, with the lowest square root of AVE 

being 0.82.  

Discriminant validity is established when a construct shares more variance with 

its measures than it shares with other constructs in a model. Discriminant validity 

between constructs was assessed by the recommendation of Chin (1998), Gefen et al. 

(2000), and Fornell and Larcker (1981) that the square root of AVE for each construct 

should exceed the correlations between that and all other constructs. From the data 

presented in Table 3-7, we can see that all constructs’ AVEs are greater than their 

covariance, or square of correlation, with all other constructs. In other words, the 

correlation between each construct and all other constructs are lower than square root of 

AVE of that construct. Results show that all constructs share more variance with their 

own measures than they share with other constructs, suggesting that different constructs 

had clearly distinctive measures. 

In addition, cross loadings of all variables were assessed (Chin 1998), and results 

show that items loaded higher on their own constructs than on other constructs, with the 

exception of one item in IT Executive Business Value Beliefs (ability to reduce cost). 

The item loaded higher on IT Executive Strategic Advantage Beliefs slightly (by .02). 

Both these constructs are reflective dimensions of the same second order construct, thus 

are expected to be correlated. Nonetheless, the AVE of the IT Executive Business Value 

Beliefs dimension is greater than its covariance with the IT Executive Strategic 

Advantage Beliefs dimension. Overall, the discriminant validity of measures of different 

constructs is quite satisfactory. 
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The next step in the data analysis was to examine the significance and strength of 

each of the hypothesized effects. The model examines the effect of CEOs’ social 

categorization on CEOs’ social identification (H1), CEOs’ social identification on CEOs’ 

perceptions of IT executives in general (H2), and the effect of CEO perceptions of IT 

executives in general on CEO expectancies in their own IT executives’ ability to help 

their organization to increase business value and competitive advantage (H3). Results of 

the analysis for the model, including standardized path coefficients, path significances for 

each dependent construct, are reported in Table 3-8. 

Hypothesis 1 is supported by a path coefficient of 0.495 (t=10.346, p<.001) 

between CEOs’ social categorization and CEOs’ social identification. The strong 

relationship indicates the more CEOs socially categorize business personnel and IT 

personnel, the higher level of CEOs’ socially identification with business executives as 

in-group members. Hypothesis 2 is supported by a path coefficient of -0.376 (t=6.668, 

p<.001) between CEOs’ social identification and CEOs’ perceptions of IT executives in 

general. The strong relationship indicates the effect of in-group favouritism, as the more 

CEOs socially identify with business executives (as in-group members) rather than with 

IT executives (as out-group members), the less favourably they perceive IT executives in 

general. Hypothesis 3 is supported by a significant and substantial path coefficient of 

0.333 (t=7.609, p<.001), demonstrating that CEOs tend to project their perceptions of IT 

executives (in general) onto their beliefs of their own IT executives’ ability to help 

increase business value and competitive advantage.  The model explains 28 percent of the 

variance in the dependent construct CEOs’ social identification, 21.5 percent of the 
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variance in CEOs’ perceptions of IT executives in general, and 27.7 percent of the 

variance in CEOs’ expectancies of their own IT executives.  

The second order constructs (e.g., CEOs’ social categorization, and CEOs’ 

expectancies of IT executives’ in specific) are modeled as latent or reflective, with the 

higher order constructs manifesting their specific dimensions. The dimensional paths 

from CEOs’ social categorization to business-IT people categorization and business-IT 

executive categorization are 0.919 and 0.905 respectively, and the dimensional paths 

from CEOs’ expectancies of IT executives’ in specific to IT business value beliefs and IT 

strategic advantage beliefs are 0.956 and 0.962 respectively, all significant at the .001 

level, suggesting that the latent modeling approach of the second order constructs was 

appropriate.  

The full model was run while all variables were controlled. The main paths are 

substantially larger in magnitude and more significant than the control paths, suggesting 

that the impacts of the control variables are likely dwarfed by the overall strength of the 

main effects within the model. Among the controls, IT executives’ business education is 

positively related to CEOs’ general perceptions of IT executives with a path coefficient 

of 0.082 (t=1.677, p<.1), suggesting that IT executives’ business educational background 

serves to increase the CEOs’ perceptions of IT executives in general. CEOs tend to have 

more positive perceptions of IT executives if their IT executives have more years of 

formal education in business. IT expenditure as a percentage of sales is positively related 

to CEO expectancies of their own IT executives in specific with a path coefficient of 0.11 

(t=1.979, p<.05), suggesting that the IT expenditure as percent of revenue correspond to 

CEOs’ beliefs that their IT executives will significantly help increase business value and 
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strategic advantage. Companies in IT intensive industries tend to have large IT 

investment, and CEOs in these industries likely hold positive value expectancies of their 

IT executives. IT expenditure as a percentage of sales is negatively related to CEO 

perceptions of IT executives in general with a path coefficient of -0.101 (t=2.143, p<.05), 

suggesting that CEOs perceive IT executives less favourably as IT expenditure as 

percentage of revenue increases. CEO/IT executive compatibility is positively related to 

CEO expectancies of their own IT executives in specific with a path coefficient of 0.308 

(t=4.777, p<.001), suggesting that positive intrinsic relationship between CEOs and their 

IT executives help to enhance CEOs’ value expectancies of their IT executives. 

3.5 Discussion 

Overall the results provide consistent support for the theoretical framework. The 

results suggest some interesting patterns of CEOs’ expectancies of IT and IT executives. 

For example, the IT executives’ average level of total compensation is 67% of that of the 

CFOs in their organizations, suggesting a lower value placed upon these executives than 

other typical business executives. Relative to other top business executives, on average, 

CEOs rated their IT executives’ potential as CEO candidates as 2.75 out of 7 (where 1 

represents the least potential and 7 represents the greatest potential), suggesting that 

CEOs generally lack confidence in their IT executives’ competence as business 

strategists compared to other typical business executives. It could be argued that such 

rating arise due to incompatible relationships between CEOs and their IT executives. 

However, the data suggest that on average CEOs and their IT executives have a 

compatibility level of 5.1 out of 7, much higher than the previous rating of 2.75. Yet, this 
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finding comes as little surprise, as it corroborates the findings of other studies, which 

found that limited expectancies of IT and IT executives tend to exist and persist. 

The findings suggest that CEOs displayed interesting patterns of social 

categorization and social identification. The data suggest that on average, CEOs have a 

slightly greater tendency to see IT people as members of a social group distinct from 

business people (4.32 on a scale of 1 to 7) than to see IT executives as members of a 

social group distinct from business executives (4.08). This differentiation suggests that 

business-IT categorization and business executives-IT categorization are two individual 

dimensions of the second order construct. However, the two dimensions most likely 

reinforce each other, demonstrated by the high loading paths to the second order 

construct of social categorization (0.919 and 0.905, both significant at the .001 level). 

CEOs’ perceived distinctiveness between IT people and business people likely contribute 

to their mental classification of IT executives and business executives, because IT 

executives are likely seen as embodying the key characteristics of IT people. On the other 

hand, perceived differences between IT executives and business executives likely 

reinforce the social categorization of IT people versus business people.  

Compared to CEOs’ level of social categorization, the data suggest that CEOs 

displayed a slightly higher level of social identification with business executives versus 

IT executives (4.6). The relatively high level of CEO social identification with business 

executives rather than with IT executives may derive from the fact that perceived social 

categorization can elevate CEOs’ social identification with in-group members. Social 

categorization leads to accentuated in-group similarity and cohesion. Thus CEOs who 

socially categorize business personnel and IT personnel as distinct group may feel that 
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they are more similar to other business executives than with IT executives, and 

experience more social cohesion and bonding with other business executives as a social 

group. The data suggest the existence of CEOs’ social categorization and social 

identification, and the relevance of social identity theory in this context. 

While the literature has mainly focused on IT and IT managers in addressing IT’s 

business value, little attention has been paid to the business side of the IT-business 

partnership that are essential for IT and business success. As leaders who influence IT 

executives’ ability, motivation, and opportunity to perform their roles, CEOs can play a 

crucial role in influencing IT value outcome. This study aims to fill the research gap by 

studying the social dynamics of CEOs’ expectancies of IT executives that are underlying 

CEOs’ actions and treatment of their IT executives. The findings of this research support 

the notion that pervasive social forces can significantly influence CEOs’ perceptions of 

IT executives in general, which in turn can significantly affect CEOs’ value expectancies 

of their own IT executives in specific.  

In general, the results support the self-categorization prediction, CEOs’ social 

categorization is associated with accentuated social identification with other business 

executives rather than with IT executives. Following the in-group favouritism prediction 

of social identity theory, CEOs’ social identification with business executives rather than 

with IT executives is associated with their perceptions of IT executives in general. 

Specifically, the findings provide consistent evidence that CEOs’ perceived differences 

between IT personnel and business personnel can affect their social identification with 

business executives as in-group members, rather than with IT executives. CEOs’ social 

identification predicts how favourably they perceive IT executives concerning their 
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strategic and business competencies, which in turn predicts the expectancies CEOs hold 

about their IT executives’ ability to help increase business and strategic value. 

This pattern of results suggests that social categorization and social identification 

have the potential to uniquely affect CEOs’ perceptions of IT executives. As reviewed in 

the first paper, IT executives have been criticized for decades for failing to achieve a 

level of organizational transformation commensurate with expectations. The literature has 

assumed that limited IT business value outcomes are due to the innate nature of IT and 

inadequacies of the IT executives, and has resigned itself to identifying the circumstances 

under which IT can be least damaging (e.g., adopting conservative IT management), and 

circumstance under which IT managers can better add value to business (e.g., the 

contingency view of IT performance). The findings suggest that social factors based on 

the perceived distinctiveness between IT and business functions and group identification 

with business executives versus IT executives, can lead to less favourable perceptions of 

IT executives.  

Specifically, the results suggest that the more CEOs’ mentally distinguish IT 

personnel from business personnel, and the more they see IT executives as distinct from 

business executives, the more they self-categorize and identify themselves with business 

executives rather than with IT executives. CEOs’ social categorization has a significant 

effect on CEOs’ social identification with a path coefficient of 0.495 (t=10.346, p<.001). 

Drill down analysis reveals that CEOs’ business-IT people categorization has a greater 

effect on CEOs’ social identification than CEOs’ business-IT executive categorization 

does. CEOs’ social categorization of IT people and business people has a significant 

effect on CEOs’ social identification, with a path coefficient of 0.368 (t=5.2199, p<.001). 
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CEOs’ perceived distinctiveness between IT executives and business executives has a 

significant effect on CEOs’ social identification with a path coefficient of 0.177 

(t=2.4005, p<.05). The results imply that CEOs’ social identification with business 

executives may derive more from perceived categorization of IT people and business 

people, than from perceived differences between business executives and IT executives. 

Compared to the social categorization of business and IT executives, social categorization 

of IT people and business people seems less relevant to CEOs’ identification with other 

executives. However, the general classification of IT people and business people can 

have a greater impact on CEO social identification, suggesting strong predictive utility of 

the theoretical model. 

Further, the results strongly support the in-group favouritism prediction of social 

identity theory, with a significant path of -0.376 (t=6.668, p<.001) from CEOs’ social 

identification to CEOs’ perceptions of IT executives in general. The results are consistent 

with the prediction of social comparison theory. When CEOs socially identify with 

business executives as in-group members rather than with IT executives, they tend to 

evaluate IT executives using criteria that put the in-group members in comparably more 

positive light, resulting in common stereotypes of IT executives (e.g., IT executives lack 

business acumen; IT executives lack strategic ability). Thus the IT-business divide in 

organizations affects CEOs’ social identification, which affects their perceptions of IT 

executives in general. 

The results further suggest that CEOs may assume that their IT executives share 

the common characteristics of all IT executives, and predict their future behaviours on 

basis of the assumption. CEOs’ perceptions of IT executives in general have a significant 
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effect on CEOs’ expectancies of their individual IT executives with a path coefficient of 

0.333 (t=7.609, p<.001). The results suggest that CEOs’ expectancies of their own IT 

executive may be tainted by their general perceptions of IT executives as a social group, 

which can be affected by their social categorization and identification of IT executives 

versus business executives. Rather than being viewed as individuals who have unique 

traits, behaviours, and abilities, the IT executives can be seen as sharing the group 

characteristics. 

The full model was run while all variables were controlled. The main paths are 

substantially larger in magnitude and more significant than the control paths, suggesting 

that the impacts of the control variables are likely dwarfed by the overall strength of the 

main effects within the model. The implications of the significant paths will be discussed 

in greater detail. IT executives’ business education is positively related to CEOs’ 

perceptions of IT executives in general with a path coefficient of 0.082 (t=1.677, p<.1), 

suggesting that the IT executives’ business educational background may increase the 

CEOs’ perceptions of IT executives in general. The results likely hold because IT 

executives who have extensive business education have a large shared knowledge base 

with the CEOs, and can better understand the CEOs’ perspectives. These may allow the 

IT executives to better communicate with the CEOs, and explain complex technology 

issues in language and terms that are easily comprehensible by CEOs. When CEOs can 

easily understand how IT executives may help their organizations create value using IT, 

they likely can more appreciate IT executives’ business acumen and strategic ability.  

IT executives with extensive formal business education likely have also 

developed behavioural norms, value, goals, and social networks that are associated with 
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such formal education. These common behavioural norms, value, gaols, and networks 

may be carried on even after they have completed the education. IT executives may have 

a common basis in social interactions with CEOs and other colleagues. As IT executives 

adopt business language and the norms, value and goals in interacting with CEOs and 

other business executives, the CEOs may subsequently perceive the IT executives more 

as in-group members, and experience increased social cohesion and mutual identification 

with the IT executives. Such experience of social cohesion and mutual identification 

likely enhance how CEOs perceive IT executives in general. The results indicate that IT 

executives have the potential to enhance their CEOs’ perceptions of IT executives as a 

social group by emphasizing common language, knowledge, and goals with the CEOs.  

IT expenditure as a percentage of sales is positively related to CEOs’ expectancies 

of their own IT executives in specific with a path coefficient of 0.11 (t=1.979, p<.05), 

suggesting that the IT expenditure as a percent of revenue corresponds to the CEOs’ 

beliefs that their IT executives will help increase business value and strategic advantage. 

The high percentage of IT expenditure suggests that the organizations might be in IT-

intensive industries, such as the financial industry. CEOs in more IT-intensive industries 

may have more positive beliefs in their IT executives’ ability to increase business value 

and strategic advantage than CEOs in less IT-intensive industries. It is also likely that 

CEOs who invest a large amount in IT tend to have expected that their IT executives will 

be able to generate significant payoffs from the investment. If CEOs doubt their IT 

executives’ ability to increase value, they likely will control IT budget as much as 

possible. 
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IT expenditure as a percentage of sales is negatively related to CEOs’ perceptions 

of IT executives in general with a path coefficient of -0.101 (t=2.143, p<.05), suggesting 

that CEOs tend to perceive IT executives less favourably as the rate of IT expenditure 

increases. The results are counter intuitive. It is likely that CEOs attribute the high rate of 

IT expenditure to IT executives’ overall level of competency. The negative impression of 

IT executives in general may derive from their observation of high IT expenditure as a 

percent of revenue. Thus to enhance CEOs’ perceptions of IT executives in general, 

efforts may be directed to linking the expenditures to benefits, making IT’s contribution 

to business value and strategic advantage salient. It would also be interesting future 

research to understand the dynamics of relationships between IT expenditure and how 

CEOs’ perceive IT executives of their own and in general. 

CEO/IT executive compatibility is positively related to CEOs’ expectancies of 

their own IT executives in specific with a path coefficient of 0.308 (t=4.777, p<.001). 

The results suggest that positive intrinsic relationship between CEOs and their IT 

executives may enhance CEOs’ expectancies of their IT executives. The fact that the 

main effects were strong when compatibility is controlled also suggests that how CEOs’ 

perceive their IT executives can be determined on the basis of social categorization and 

identification factors, above and beyond personal factors between CEOs and their IT 

executives. The results support the notion that social and personal attractions are not 

isomorphic (Mullen and Copper 1994). In-group favouritism can arise without any strong 

leadership or interdependence, communication or cohesion among in-group members 

(Ashforth and Mael 1989; Brewer 1979; Tajfel 1982). The results also suggest that 
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CEOs’ expectancies of their IT executives can be enhanced if the IT executives cultivate 

their inter-personal relationship with the CEOs. 

The results have implications for the literature on IT perceptions. Existing 

perspectives have generally not considered how IT perceptions are formed. This study 

represents the first research effort to study social antecedents of CEOs’ IT perceptions. It 

contributes to the literature by suggesting that CEOs’ social categorization and 

identification can affect their perceptions of IT executives. The study highlights the social 

factors that can drive CEOs’ value perceptions of their IT executives. It has been largely 

assumed that limited IT business value outcomes are primarily due to the innate nature of 

IT and inadequacies of the IT executives. The theoretical basis and the empirical support 

of this research suggest that there may be value to examine how social categorization and 

social identification may contribute to CEOs’ perceptions of IT executives in general, and 

CEOs’ expectancies of their own individual IT executives, to unleash the beneficial 

effects of IT to the business. 

The findings have several implications for research and practice on IT and 

business management. The long-standing questioning of the value contribution of IT and 

IT executives has led business leaders to avoid using IT for strategic purposes. Based on 

prominent theory, this research suggests that biases can arise in how IT executives are 

perceived. Social categorization can accentuate perceived differences between IT 

executives and business executives, and social identification with business executives 

rather than with IT executives can trigger unfavourable perceptions of IT executives. 

Perceptions of IT executives may be influenced by the pervasive and persistent social 

divide between IT and business, in that perceptual bias can arise from the functional 
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difference between IT and business. Because the difference between IT and business 

functions is generally considered larger than that between other functions, it sets the stage 

for unfavourable perceptions of IT executives. However, the present study distinguishes 

between functional differences and perceived differences in addressing this question, 

recognizing that CEOs may have varying levels of social categorization and identification 

with regard to IT executives. The findings of this study thus suggest that unfavourable 

perceptions of IT executives that would otherwise result from functional differences may 

be avoided if CEOs perceive similarity between IT executives and business executives 

above and beyond the functional difference. 

Some limitations that suggest future research opportunities also deserve 

acknowledgement and discussion. First, like most research on perceptions, the study uses 

CEOs’ self-reports. The use of CEOs’ self-reports was a balanced decision to optimize 

direct access to the primary data, the size, representativeness and responsiveness of the 

sampling frame, and the robustness of construct measurement. In an attempt to counter 

any possible bias, measures were designed to tap CEOs’ knowledge on a spectrum of 

specific and detailed variables, permitting the collection of data that are otherwise 

unavailable or difficult to obtain. Steps were taken to maximize the accuracy of 

measures. CEOs were assured confidentiality of their responses, were not revealed the 

relationships to be tested, were reminded that there are no right or wrong answers, and 

were motivated to provide accurate and true responses to ensure the usefulness of results. 

Results show that no unrealistic estimation of the means (which were not extremely high) 

and standard deviations (which were not low) of the measures was observed, suggesting 

that CEOs provided meaningful information based on their true knowledge. 
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The use of CEOs’ self-reports may invite a concern for common method bias. 

Although common method bias has been found to artificially inflate the relationships in 

some studies, research finds that it occurs infrequently in practice (Crampton and Wagner 

1994), and that the threat may be minimal (Spector 2006). Further analysis shows that the 

path relationships among theoretically unrelated variables are nil and insignificant (Aiken 

and West 1991; Lindell and Whitney 2001), that hypothesized relationships are 

significant in opposite directions, and that significant moderating effects exist, suggesting 

that common method bias is not likely a concern in this study. Results of statistical tests 

following the recommendations of Podsakoff et al. (2003) and Liang et al. (2003) show 

that little variance is explained by the addition of the common method construct, and all 

loadings on the method construct are insignificant, further suggesting that common 

method bias is not likely a concern in this study. Future studies that use other 

measurement scales can contribute to additional knowledge and understanding. 

Second, the study sampled large- and medium- sized Canadian firms in the 

financial, manufacturing, and service industries. This sample may not be representative of 

extremely large organizations or, for that matter, similar organizations from other 

countries and geographical regions. The results of this research provide a possible avenue 

for future research; that is, to replicate the study with organizations of different sizes 

and/or in other industries and/or in other geographic areas to see if the relationships are 

significant. Future research could also extend the theoretical framework developed in this 

study to examine the influence of CEOs’ social categorization and identification in 

smaller firms and in other geographic areas.  
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The research shows that the social identity theoretical approach provides a useful 

analytical framework for understanding CEOs’ perceptions of IT executives in 

organizations. Many other IT-business dynamics, such as strategic alignment, IS software 

development, IT project management, IT outsourcing, systems implementation, and a 

variety of other IT management areas may depend on IT- business interactions and strong 

IT-business partnerships. For organizations to benefit from IT investment, we need to 

understand the social dynamics underlying CEOs’ perceptions. 

Conclusion 

The intent of this study was to examine how social categorization and social 

identification can affect CEOs’ perceptions of IT executives. The results suggest that in-

group favouritism can influence how CEOs perceive IT executives in general as a social 

group, and subsequently affect CEOs’ expectancies of their own IT executives’ ability to 

increase business value and strategic advantage. The effects most likely arise because of 

the perceived distinctiveness of IT personnel versus business personnel in organizations.  

Consistent with the self-categorization prediction of social identity theory, social 

categorization of business personnel and IT personnel most likely lead to accentuated 

perceived similarity and cohesion between CEOs and other business executives versus IT 

executives, and the difference between IT executives and business executives is likely 

exaggerated. The results indicate that the more CEOs perceive IT executives as members 

of in-groups, the more favourably they perceive IT executives in terms of their business 

and strategic ability. The findings thus open the door for future research on managing 

CEOs’ IT perceptions to enhance business value and strategic advantage. 
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Table 3-1: Descriptive Statistics 

Variables Mean Standard 

Deviation 

Firm size (number of employees) 2363.074 8767.435 

IT spending as percent of revenue 4.914  5.791 

Industry (-1 represents low IT-intense industry, 0 represents 

medium IT-intense industry, 1 represents high IT-intense 

industry)  0.169 0.555 

Years CEO and IT Executive worked together 8.102 6.830 

CEO’s years of post secondary education in IT 1.411 3.033 

CEO’s years of experience in IT  9.633 11.769 

CEO age on a scale of 1 to 5, (1 represents 30 and below, 2 

represents 31-40, 3 represents 41-50, 4 represents 51-60, 5 

represents above 60) 3.730 0.795 

IT Executive’s years of post secondary education in 

business (non IT) 3.353 4.392 

IT Executive’s years of experience in business (non IT) 12.219 9.688 

Compatibility between CEO and IT Executive on a scale of 

1 to 7 (1 represents Highly Incompatible, 7 represents 

Highly Compatible) 5.012 1.446 
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CEO’s tenure in the company (in years) 15.572 10.803 

CEO’s belief that his/her IT executive would make a good 

candidate for a CEO on a scale of 1 to 7 (1 represents 

Strongly Disbelieve, 7 represents Strongly Believe) 2.750 1.774 

IT executive’s total compensation as a percent of that of the 

most important business executive (total compensation 

includes salary, bonus, stocks and options, etc.) 66.709 24.062 
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Table 3-2: Tests for Non-Respondent Bias 

T-Test for Equality of Means Between Early Responses and Late Responses 

 Variables T-Value Significance  

(2-tailed) 

 Variables T-Value Significance  

(2-tailed) 

BITCat1 -0.234 0.815 BITECat1 0.680 0.497 

BITCat2 -0.287 0.775 BITECat2 -0.235 0.814 

BITCat3 -0.389 0.698 BITECat3 -0.730 0.466 

BITCat4 0.308 0.758 BITECat4 -0.710 0.478 

SI1 -0.267 0.789 ITEPG1 0.850 0.396 

SI2 -1.573 0.117 ITEPG2 -0.274 0.784 

SI3 0.048 0.961 ITEPG3 0.329 0.742 

SI4 0.095 0.924 ITEPG4 1.475 0.141 

SI5 -0.076 0.939 SI6 -0.304 0.762 

ITEV1 -0.156 0.876 ITESA1 0.587 0.558 

ITEV2 0.553 0.580 ITESA2 0.372 0.710 

ITEV3 -0.416 0.678 ITESA3 -0.058 0.954 

ITEV4 1.018 0.310 ITESA4 -0.048 0.961 

Years CEO/IT 

Executive 

Worked 

Together -0.602 0.548 

CEO IT 

Education 1.009 0.314 
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IT Executive 

Compensation 0.411 0.682 

CEO IT 

Experience -0.958 0.339 

CEO/IT 

Executive 

Compatibility 1.382 0.168 

IT Executive 

Business 

Education 0.565 0.572 

CEO Tenure 0.231 0.818 

IT Executive 

Business 

Experience -0.495 0.621 

CEO Age -0.223 0.824 

IT Executive 

Potential as 

CEO 0.644 0.520 

 

 

T-Test for Equality of Means Between 

Firm Characteristics of Early 

Responses and Late Responses 

T-Test for Equality of Means Between 

Firm Characteristics of Respondents and 

Non-respondents 

 Variables T-Value 

Significance  

(2-tailed)  Variables T-Value 

Significance  

(2-tailed) 

Firm Size -0.013 0.990 Firm Size -0.049 0.961 

Industry 0.191 0.849 Industry  0.403 0.687 

IT Spending 

as Percent of 

Revenue 0.502 0.616 Sales 0.087 0.931 
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Table 3-3: Inter-Judge Agreements  

Cohen's Kappa  

 

 

Round1 

 

 

0.78 

Round 2 

 

 

0.88 

0.75 0.85 

0.73 0.82 

0.82 0.92 

0.70 0.83 

0.73 0.89 

Average 0.75  Average 0.87 

Placement Ratios  

Construct Round 1 Construct Round 2 

ITEBV           0.88  ITEBV 0.94 

ITESA           0.88  ITESA 1.00 

BITCat           0.88  BITCat 1.00 

BITECat           0.75  BITECat 0.94 

SI           0.79  SI 0.96 

ITEPG           0.88  ITEPG 0.94 

Average           0.84  Average 0.96 
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Table 3-4: Descriptive Statistics and  Indicator Loadings by Construct* 

CEO Expectancies of 

IT Executives 

(Specific) 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as CEOs’ beliefs of their 

own IT executives in specific, compared to CEOs’ 

beliefs of their top three other business executives.) 

Mean Standard 

Deviation 

Loadings 

IT Executive Value 

Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005;  Porra et al. 

2005) 

ITEV1 I believe that my IT executive will help me significantly 

reduce costs. 4.458 1.478 0.794 

ITEV2 I believe that my IT executive will help me significantly 

increase revenue. 3.994 1.389 0.864 

ITEV3 I believe that my IT executive will help me significantly 

increase business agility. 4.849 1.451 0.894 

ITEV4 I believe that my IT executive will help me significantly 

foster business growth. 4.421 1.500 0.893 

IT Executive Strategic 

Advantage Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005;  Porra et al. 

2005) 

ITESA1 I believe that my IT executive will help me significantly 

create and execute compelling IT visions. 4.945 1.500 0.827 

ITESA2 I believe that my IT executive will help me significantly 

increase competitive advantage. 4.673 1.470 0.897 

ITESA3 I believe that my IT executive will help me significantly 

define and refine business visions and strategies. 4.251 1.513 0.907 

ITESA4 I believe that my IT executive will help me significantly 4.286 1.543 0.920 
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identify and capture opportunities for strategic 

differentiation. 

CEOs’ Social 

Categorization 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as CEOs’ opinions when 

they think about IT people or IT executives in general.) 

Mean Standard 

Deviation 

Loadings 

Business-IT People 

Categorization 

(Ashforth and Mael 

1989; Hogg and Hains 

1996; Tajfel 1981) 

BITCat1 IT people are dissimilar to business people. 4.100 1.593 0.865 

BITCat2 IT people and business people differ in key 

characteristics. 4.535 1.507 0.880 

BITCat3 IT people and business people represent distinct groups 

of people. 4.339 1.495 0.830 

BITCat4 IT people and business people are alike. (Reverse 

coded) 3.715 1.511 0.814 

Business-IT Executive 

Categorization 

(Ashforth and Mael 

1989; Hogg and Hains 

1996; Tajfel 1981) 

BITECat1 IT executives are dissimilar to typical business 

executives. 3.910 1.594 0.840 

BITECat2 IT executives are usually not considered typical 

business executives. 4.178 1.566 0.777 

BITECat3 IT executives and typical business executives differ in 

key characteristics. 4.253 1.483 0.865 

BITECat4 IT executives are like typical business executives. 

(Reverse coded) 4.031 1.479 0.815 
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CEOs’ Social 

Identification 

(Ashforth and Mael 

1989; Hogg and Hains 

1996;  Hogg and 

Vaughan 2002; Tajfel 

1981)  

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as CEOs’ opinions when 

they think about IT executives in general and other 

typical business executives.) 

Mean Standard 

Deviation 

Loadings 

SI1 Compared to IT executives, I’m more similar to other 

typical business executives.  5.055 1.401 0.733 

SI2 Compared to IT executives, I have a more cohesive 

social relationship with other typical business 

executives.  4.714 1.487 0.860 

SI3 Compared to IT executives, I identify more with other 

typical business executives as a social group.  4.683 1.533 0.931 

SI4 Compared to IT executives, I have stronger ties with 

other typical business executives.  4.771 1.452 0.920 

SI5 Compared to IT executives, I like other typical business 

executives better.  3.694 1.455 0.702 

SI6 Compared to IT executives, I belong more to other 

typical business executives as a social group.  4.390 1.473 0.843 

   

 

  

CEO Perceptions of Indicators Items Mean Standard Loadings 
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*Note: All loadings are significant at the .001 level. 

  

IT Executives 

(General) 

(Ashforth and Mael 

1989;  Hogg and Hains 

1996; Jarvenpaa and 

Ives 1991; Kaarst-

Brown 2005; Porra et 

al. 2005) 

(Items were measured as 7 point Likert Scale, 1 

represents Strongly Disagree, 7 represents Strongly 

Agree, and were measured as CEOs’ opinions of IT 

executives in general, compared to CEOs’ opinions of 

other typical business executives.) 

Deviation 

ITEPG1 IT executives are technically oriented rather than 

strategic. (Reverse coded)  4.221 1.515 0.828 

ITEPG2 IT executives are reactive to, rather than visionary of, 

future problems and opportunities. (Reverse coded)  3.497 1.521 0.818 

ITEPG3 IT executives are technology savvy rather than business 

astute. (Reverse coded)  4.262 1.438 0.897 

ITEPG4 IT executives are internally-focused on operations and 

technologies, rather than externally-focused on the 

market and the competition. (Reverse coded)  4.404 1.542 0.863 
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Table 3-5. Composite Reliability of Constructs 

Second-Order Constructs First-Order Constructs Composite Reliability 

CEOs’ Expectancies of IT Executives 

(Specific) 

IT Executives Business Value Beliefs 0.920 

IT Executives Strategic Advantage Beliefs 0.937 

CEOs’ Social Categorization Business-IT People Categorization 0.911 

Business-IT Executive Categorization 0.895 

CEOs’ Social Identification 0.931 

CEO Perceptions of IT Executives (General) 0.914 

Note: Composite reliability is not assessed for formative constructs.  

  



182 

 

 

 

Table 3-6. Discriminant Validity of Constructs  

  

 Business-IT 

People 

Categorization 

Business-IT 

Executives 

Categorization 

Social 

Identification 

CEO 

Perceptions of 

IT Executives 

(General) 

IT Executives 

Business Value 

Beliefs 

IT Executives 

Strategic 

Advantage 

Beliefs 

Business-IT People Categorization 0.719      

Business-IT Executive Categorization 0.440 0.681     

Social Identification 0.230 0.186 0.696    

CEO Perceptions of IT Executives (General) 0.260 0.377 0.167 0.726   

IT Executives Business Value Beliefs 0.009 0.073 0.009 0.117 0.743  

IT Executives Strategic Advantage Beliefs  0.019 0.088 0.019 0.150 0.704 0.790 

Note: Diagonals are AVEs and off diagonals represent covariance between constructs. 
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Table 3-7: Item Loadings and Cross Loadings 
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BITCat1 0.87 0.56 0.40 -0.45 -0.10 -0.14 -0.02 0.05 0.04 0.02 0.04 -0.11 -0.10 -0.04 -0.10 -0.04 0.11 

BITCat2 0.88 0.58 0.39 -0.42 -0.05 -0.09 -0.05 0.06 0.02 -0.01 0.01 -0.06 -0.11 -0.04 -0.05 -0.05 0.08 

BITCat3 0.83 0.54 0.47 -0.43 -0.02 -0.07 0.02 0.01 0.08 0.06 0.08 -0.04 -0.12 -0.05 -0.04 -0.03 0.00 

BITCat4 0.81 0.57 0.36 -0.40 -0.15 -0.18 -0.08 0.07 -0.03 0.03 -0.08 -0.13 -0.14 -0.04 -0.13 -0.12 0.01 

BITECat1 0.57 0.84 0.34 -0.51 -0.29 -0.28 0.00 -0.05 0.00 0.04 -0.02 -0.09 -0.13 -0.07 -0.11 -0.06 0.02 

BITECat2 0.47 0.78 0.32 -0.52 -0.21 -0.19 -0.03 -0.10 -0.02 0.01 -0.08 -0.09 0.00 -0.05 -0.12 -0.11 -0.02 

BITECat3 0.61 0.87 0.43 -0.53 -0.16 -0.23 -0.04 0.03 -0.02 0.07 -0.06 -0.04 -0.17 -0.07 -0.05 -0.12 0.00 

BITECat4 0.53 0.82 0.33 -0.45 -0.24 -0.27 -0.10 -0.02 -0.07 0.05 -0.11 -0.12 -0.16 -0.09 -0.14 -0.16 -0.04 

SI1 0.42 0.38 0.73 -0.29 -0.07 -0.08 -0.01 -0.03 -0.06 0.06 -0.08 -0.01 0.00 0.04 -0.02 -0.04 0.09 

SI2 0.45 0.43 0.86 -0.35 -0.05 -0.12 -0.07 -0.05 -0.03 0.03 -0.14 -0.10 -0.07 0.04 -0.05 -0.10 0.06 

SI3 0.42 0.39 0.93 -0.37 -0.08 -0.09 -0.06 -0.02 -0.04 0.08 -0.13 -0.09 -0.07 0.07 -0.04 -0.02 0.04 

SI4 0.41 0.37 0.92 -0.34 -0.09 -0.12 -0.08 -0.01 -0.06 0.12 -0.12 -0.10 -0.09 0.08 -0.05 -0.05 0.08 

SI5 0.28 0.26 0.70 -0.32 -0.09 -0.14 -0.03 0.00 -0.02 0.00 -0.08 -0.02 -0.09 0.05 -0.11 -0.09 0.02 

SI6 0.40 0.32 0.84 -0.35 -0.09 -0.13 -0.06 0.01 -0.06 0.10 -0.06 -0.10 -0.07 0.01 -0.11 -0.08 0.05 

ITEPG1 -0.47 -0.54 -0.38 0.83 0.31 0.33 0.06 -0.02 -0.03 -0.07 0.06 0.04 0.15 0.04 0.06 0.08 -0.04 

ITEPG2 -0.29 -0.41 -0.28 0.82 0.33 0.40 0.11 0.02 -0.01 -0.02 0.08 -0.00 0.07 0.01 0.22 0.18 -0.10 
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ITEPG3 -0.50 -0.58 -0.37 0.90 0.28 0.30 0.13 0.01 -0.03 -0.12 0.06 0.01 0.12 0.12 0.08 0.15 -0.04 

ITEPG4 -0.46 -0.54 -0.36 0.86 0.26 0.31 0.15 0.02 -0.04 -0.11 0.06 0.03 0.09 -0.02 0.09 0.11 -0.05 

ITEBV1 -0.16 -0.26 -0.05 0.34 0.79 0.62 0.10 0.04 0.09 -0.04 0.04 0.00 0.07 0.02 0.32 0.19 -0.04 

ITEBV2 -0.08 -0.26 -0.14 0.31 0.86 0.72 0.05 0.09 0.19 0.00 0.11 0.02 0.01 -0.05 0.28 0.14 0.00 

ITEBV3 -0.03 -0.20 -0.02 0.29 0.89 0.77 0.06 0.10 0.07 -0.06 0.02 0.01 0.09 0.07 0.33 0.13 0.04 

ITEBV4 -0.06 -0.22 -0.11 0.26 0.89 0.77 0.05 0.10 0.14 -0.01 0.06 0.05 0.07 0.01 0.29 0.10 0.05 

ITESA1 -0.04 -0.20 -0.07 0.29 0.69 0.83 0.05 0.07 0.07 -0.04 0.07 0.05 0.06 0.02 0.43 0.17 0.08 

ITESA2 -0.09 -0.25 -0.13 0.35 0.81 0.90 0.06 0.11 0.12 0.02 0.07 0.04 0.10 0.03 0.30 0.12 0.05 

ITESA3 -0.19 -0.29 -0.15 0.37 0.73 0.91 0.11 0.06 0.15 -0.01 0.09 0.05 0.07 0.02 0.25 0.18 0.00 

ITESA4 -0.17 -0.31 -0.13 0.38 0.75 0.92 0.08 0.03 0.14 -0.07 0.06 0.05 0.09 0.05 0.28 0.14 -0.05 

Firm Size -0.04 -0.05 -0.06 0.13 0.07 0.08 1.00 -0.08 0.04 -0.14 -0.02 -0.09 0.02 0.02 -0.01 0.21 -0.03 

Industry 0.06 -0.04 -0.02 0.01 0.10 0.07 -0.08 1.00 0.39 0.10 0.12 0.15 -0.02 0.02 0.10 0.12 0.07 

IT Spending / Revenue 0.03 -0.03 -0.05 -0.03 0.14 0.14 0.04 0.39 1.00 -0.07 0.02 0.09 0.05 -0.09 0.14 0.13 -0.05 

Length Working Together 0.03 0.05 0.08 -0.09 -0.03 -0.03 -0.14 0.10 -0.07 1.00 0.06 0.03 -0.01 0.02 -0.05 -0.05 0.32 

CEO IT Education 0.01 -0.08 -0.12 0.07 0.07 0.08 -0.02 0.12 0.02 0.06 1.00 0.39 0.02 -0.09 -0.04 -0.07 0.08 

CEO IT Experience -0.10 -0.10 -0.09 0.02 0.02 0.05 -0.09 0.15 0.09 0.03 0.39 1.00 -0.02 -0.06 0.04 -0.09 0.03 

ITE Business Education -0.14 -0.14 -0.08 0.13 0.07 0.09 0.02 -0.02 0.05 -0.01 0.02 -0.02 1.00 0.24 -0.03 0.19 0.03 

ITE Business Experience -0.05 -0.08 0.06 0.05 0.02 0.03 0.02 0.02 -0.09 0.02 -0.09 -0.06 0.24 1.00 -0.05 0.17 -0.02 

Compatibility -0.10 -0.12 -0.08 0.13 0.35 0.35 -0.01 0.10 0.14 -0.05 -0.04 0.04 -0.03 -0.05 1.00 0.17 0.02 

CEO Age -0.07 -0.14 -0.07 0.15 0.16 0.17 0.21 0.12 0.13 -0.05 -0.07 -0.09 0.19 0.17 0.17 1.00 -0.01 

CEO Tenure 0.06 -0.01 0.07 -0.07 0.02 0.02 -0.03 0.07 -0.05 0.32 0.08 0.03 0.03 -0.02 0.02 -0.01 1.00 
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 * (p<0.1) 

** (P<0.05) 

*** (P<0.01) 

 

Table 3-8: Path Coefficients of Structural Model (T-Statistics) 
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CEOs’ IT 

Executives 

Perceptions 

(General)  

-0.376*** 

(6.668) 

0.333*** 

(7.609) 

-0.043 

(0.803) 

0.047 

(0.902) 

-0.007 

(0.111) 

0.082* 

(1.677) 

0.031 

(0.592) 

0.104 

(1.597) 

0.077 

(1.430) 

-0.041 

(0.743) 

0.089 

(1.499) 

0.032 

(0.536) 

-0.101** 

(2.143) 

CEOs’ IT 

Executives 

Perceptions 

(Specific)  

  

0.014 

(0.262) 

0.069 

(1.440) 

-0.008 

(0.151) 

0.027 

(0.410) 

0.025 

(0.471) 

0.308*** 

(4.777) 

0.046 

(0.848) 

0.035 

(0.708) 

0.033 

(1.007) 

-0.002 

(0.036) 

0.11** 

(1.979) 

Business-IT 

People 

Categorization 

0.919*** 

(98.831) 

             Business-IT 

Executive 

Categorization 

0.905*** 

(79.332) 

             IT Executives 

Business Value  

Beliefs  

 

0.956*** 

(190.344)                       

IT Executives 

Strategic 

Advantage  Beliefs  

 

0.962*** 

(245.923)                       
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Table 3-9: Common Method Bias Check 

Construct Indicators Substantive Factor 

Loading (R1) 

R1 Square T Statistics Method Factor 

Loading (R2) 

R2 Square T Statistics 

Business-IT 

People 

Categorization 

BITCat1 0.884 0.782 14.017 -0.004 0.000 0.051 

BITCat2 0.924 0.855 15.266 -0.056 0.003 0.727 

BITCat3 0.846 0.716 10.240 -0.007 0.000 0.081 

BITCat4 0.738 0.544 6.773 0.075 0.006 0.617 

Business-IT 

Executive 

Categorization 

BITECat1 0.823 0.677 11.158 0.031 0.001 0.312 

BITECat2 0.787 0.620 8.335 0.004 0.000 0.037 

BITECat3 0.851 0.725 9.853 0.019 0.000 0.185 

BITECat4 0.859 0.737 9.779 -0.056 0.003 0.469 

Social 

Identification 

SI1 0.745 0.555 4.591 0.015 0.000 0.076 

SI2 0.831 0.691 8.565 0.049 0.002 0.424 

SI3 0.971 0.942 14.834 -0.056 0.003 0.645 

SI4 0.918 0.842 11.591 0.000 0.000 0.000 

SI5 0.702 0.407 3.267 0.056 0.003 0.238 

SI6 0.844 0.713 7.286 0.000 0.000 0.000 

CEO 

Perceptions of 

IT Executives 

(General) 

ITEPG1 0.780 0.608 7.775 0.077 0.006 0.717 

ITEPG 2 0.883 0.780 9.401 -0.091 0.008 0.806 

ITEPG 3 0.894 0.799 13.170 0.008 0.000 0.106 

ITEPG 4 0.862 0.742 9.794 0.000 0.000 0.001 
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IT Executives 

Business Value 

Beliefs  

ITEBV1 0.782 0.611 10.747 -0.031 0.001 0.361 

ITEBV2 0.846 0.716 19.156 -0.043 0.002 0.725 

ITEBV3 0.926 0.858 23.835 0.063 0.004 1.125 

ITEBV4 0.896 0.802 19.740 0.007 0.000 0.102 

IT Executives 

Strategic 

Advantage 

Beliefs 

ITESA1 0.880 0.775 14.575 0.098 0.010 1.169 

ITESA2 0.896 0.803 16.190 0.002 0.000 0.032 

ITESA3 0.886 0.785 19.042 -0.046 0.002 0.758 

ITESA4 0.893 0.798 22.034 -0.044 0.002 0.792 
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Chapter 4: Cognitive Antecedents of CEO IT Perceptions: an 

Illusory Correlation Theory Perspective 

Abstract 

This third paper explores the cognitive antecedents of CEOs’ 

perceptions of IT and IT executives. Using illusory correlation as the 

theoretical perspective (i.e., the tendency to associate novel objects and 

numerically rare social groups with negative incidences), the study of 

CEOs at large- and medium- sized Canadian companies revealed that (1) 

CEOs’ illusory cognition of IT predicts their expectancies of IT’s 

potential in helping the organization increase business value and strategic 

advantage, (2) CEOs’ illusory cognition of IT executives predicts their 

perceptions of IT executives in general, and (3) CEOs’ perceptions of IT 

executives in general predict CEOs’ expectancies of their own IT 

executives’ ability in helping the organization increase business value 

and gain strategic advantage. These results demonstrate how an 

understanding of the cognitive source of CEOs’ IT perceptions creates 

opportunities for perceptual modification. Implications for research and 

practice are outlined in the manuscript. 

4.1 Introduction 

The first paper demonstrates the linkage between CEO’s expectancies of IT and 

IT executives, specific actions that they take accordingly, and the subsequent role that IT 

plays in achieving business value and competitive advantage. This underscores the 

importance of CEO’s positive perceptions regarding IT in general and expectancies of 
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their IT executive specifically. However not all CEOs exhibit such positive perceptions 

towards IT, a fact that begs the question “How are IT perceptions established?”  and, 

more specifically, “What links to misperceptions about IT?”   

Research shows that limited IT perceptions do not necessarily correspond to the 

factual information of IT and IT executives’ value contribution. For instance, the top 

management of one organization harboured misperceptions of its IT unit for over four 

decades, despite the fact that the IT unit delivered stellar technological solutions under 

increasingly squeezed resources (Hirschheim et al. 2003). Industry experts have long 

advocated CIOs to overcome such perceptual barriers. One recent industry report found 

that “misperceptions about the CIO” is “the number one barrier preventing CIOs from 

having greater influence as business leaders” (IBM (2007). A CIO in the IBM leadership 

forum stated: “I’m beginning to wonder whether we’re redefining our role and our 

contributions, yet the organization hasn’t quite caught on”. Harvard Business Review 

contributor, a president and former CFO and CIO, Cramm (2010) explicated the lack of 

mutual understanding between business and IT and highlighted the imperative need to 

“improve the quality of interactions with the IT organization and the impact from their 

IT-enabled investments” and make IT leadership “a core competence throughout the 

organization so that senior-level direction is executed effectively and frontline innovation 

occurs as a natural course of business”. Leading consulting firms such as McKinsey 

Associates and Gartner Group urge IT executives to manage business executives’ 

perceptions about IT and IT executives (Prewitt, 2005). 

Beyond the recognition of limited, and perhaps inaccurate, perceptions of IT and 

IT executives, little is understood about the antecedents of such perceptions, hindering 
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effective management of these perceptions. The second paper primarily examined the 

social antecedents of CEOs’ perceptions of IT executives. This third paper examines the 

cognitive antecedents of CEOs’ IT and IT executive perceptions following the illusory 

correlation paradigm.  

4.2 Theoretical Development 

Illusory correlation is a perceived correlation between two subjects when in fact 

no such correlation exists (Arkes and Harkness 1983; Chapman and Chapman 1967; Kao 

and Wasserman 1993). The effects of illusory correlation differ from the effects of 

categorization — an effect mentioned in the second paper. Categorization leads to 

perceptual bias by increasing perceived intra-category similarity and inter-category 

differences. The perceived difference between two objects or people in different 

categories is accentuated as is the perceived similarity among those objects or people 

within the same category. In contrast, illusory correlation is manifested as the false 

assumption of an association between two subjects in the absence of any factual evidence 

(Arkes and Harkness 1983; Chapman and Chapman 1967; Kao and Wasserman 1993).  

Illusory correlation is a prominent research paradigm in many fields and has been 

used to explain and predict erroneous correlations involving objects and people in fields 

such as diagnostics (Berman and Kenny 1976; Chapman and Chapman 1967), learning 

and conditioning (Alloy and Tabachnik 1984; Orr and Lanzetta 1980; Shanks and 

Dickinson 1987), memory (Arkes and Harkness 1983; Kao and Wasserman 1993), 

modern social psychology (Fiedler 1991; Hamilton 1981), personality research (Shweder 

1975, 1977), and applied psychology (Bettman et al. 1986).  
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The term “illusory correlation” was introduced by Chapman and Chapman (1967) 

to describe the phenomenon of people perceiving the co-occurrence of two things, which 

are in fact not related at all. The evidence for the effect was initially found in the 

following classic study. Research participants were presented a series of word pairs with 

different frequencies of occurrence. Some of the word pairs contain two words of 

exceptional length while others contain two words of normal length. Following the 

presentation, participants were asked to recall how frequently each word pair appeared to 

them. It turned out that the participants significantly overestimated the frequency of 

occurrence of those word pairs that contained two unusually long words. These pairs of 

unusually long words were perceived as more likely to co-occur than they actually were, 

suggesting a perceived association between two unusually long words when in fact no 

such association existed. 

The initial account of the phenomenon was that the exceptional length of both 

words in these word pairs appeared unusual or abnormal in the series of word pairs, 

attracting more attention of the participant (Chapman and Chapman 1967), and evoke 

more time and cognitive effort in thinking about these word pairs (Wyer and Hartwick 

1980). When participants paid more attention and devoted more cognitive processing to 

these word pairs, they became more deeply encoded in the participant’s memory than 

other word pairs (Chapman and Chapman 1967; Wyer and Hartwick 1980). These 

cognitive processes lead to increased memory for these word pairs, which in turn leads to 

an overestimation of the frequency of occurrence of these word pairs, a mechanism 

known as the “availability heuristic” (Tversky and Kahneman 1973). When asked to 

recall the frequency of occurrence of the word pairs, participants assumed that those word 
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pairs that they could recall more easily must have been seen more frequently (Schwarz et 

al. 1991; Tversky and Kahneman 1973).  

Research suggests that any salient property can attract people’s attention and 

influence their cognitive processes. Salience is the characteristic “about the stimulus 

event that does not occur until exposure to the stimulus, and that occurs without a prior 

set for a particular kind of stimulus” (Higgins 1996). For example, bright color is 

considered a salient property to the visual system and has the power of directing attention 

(McArthur and Ginsberg 1981; Moskowitz 2005; Snowden 2002). McArthur and 

Ginsberg (1981) illustrated how color influences people’s perceptions by demonstrating 

how a person with red hair can gain people’s attention. Participants were shown a 

videotape of a man with red hair and a man with brown hair having a conversation with 

each other. Behind each man was a black and white photograph that is irrelevant to their 

conversation. Participants observed these two strangers talking in the video, and were then 

asked to recall the details of the object in the picture. It turned out that participants 

recalled more accurately the picture behind the man with red hair. Further, the results 

only held when the video was in color, not when the video was in black and white, 

confirming that it was the bright hair-color that attracted the participants’ attention.  

Research has also shown that novel objects are typically more salient than other 

information and thus attract attention and trigger more information processing. People 

often give more extensive thoughts to novel, unusual, and unexpected objects or events 

than to common ones (Wyer and Hartwick 1980). For example, one study demonstrated 

that the novelty of behaviours grabbed perceivers’ attention. In fact, perceivers spent 

approximately 30% more time in reading the description of people with novel behaviours 
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than those with common behaviours (Neuberg and Fiske 1987). Research shows that the 

frequency of thinking about objects or people or the time spent in thinking about them are 

often more critical in influencing perceptions than the frequency of exposure to the things 

or people (Craik and Lockhart 1972; Wyer and Hartwick 1980). Because people tend to 

pay more attention to, and spend more time making sense of about the novel aspects of 

objects or people, these objects or people are more deeply encoded and are more readily 

available in memory (McArthur 1981; Moskowitz 2005; Postman at al. 1948). 

In addition, negative incidences, compared to positive incidences, also attract 

more attention and stimulate more information processing. Negative incidences are 

salient because they disconfirm a generally positive worldview and thus seem unusual 

compared to the established norm; are less frequent than positive events and so appear 

novel; and signal risk that people try to be alert to and avoid in the future (Hamilton and 

Gifford 1976; Moskowitz 2005). For example, Fiske (1980) asked participants to 

examine photographs of people performing both positive and negative behaviours, and 

found that perceivers spent significantly larger amount of time looking at photographs 

that contain negative information than at photographs that contain positive information. 

In explaining the phenomenon, the author argued that “perceivers must ration social 

attention or be overwhelmed. In this instance, people seem to allocate processing time in 

an adaptive manner. Rather than equally weighting whatever comes along, social 

perceivers apparently attend to the most unusual cues, the nonmodal ones” (Fiske 1980). 

Not only does salient information (such as information about novel objects or 

negative incidences) grab attention, it also influences people’s attribution thinking. 

Research shows that salient information has extra causal weight in explaining behaviours 
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or outcomes. Salient objects will draw people to focus on information associated with 

those objects, at the expense of attending to information associated with other things in 

the environment (Heider 1944, 1958). According to Taylor and Fiske (1978), “casual 

perception is substantially determined by where one’s attention is directed within the 

environment and that attention itself is a function of what information is 

salient…perceptually salient information then overrepresented in subsequent causal 

explanations.” Given a wide range of stimuli and limited cognitive capacity, those objects 

that are salient receive higher causal weight in explaining how and why certain 

behaviours or outcomes occur (Heider 1944, 1958; Taylor and Fiske 1978). 

The illusory correlation paradigm readily applies to the context of IT perceptions 

within organizations. Compared to other business functions, IT is relatively new for many 

business executives, and IT innovations and new IT applications constantly emerge, thus 

IT satisfies the basic condition of being subject to illusory correlation. Compared to other 

functional areas, such as marketing and finance that are long established, the 

development of IT in organizations is relatively recent (Rockart 1988; Stephens et al. 

1992). Also, with origins in computer science, IT principles (e.g., language, doctrine, 

training, aptitude) are distinctively different from those of business. CEOs who have little 

training and experience in IT most likely find these principles unfamiliar and difficult to 

comprehend. For these CEOs, IT is novel and unusual compared to traditional resources 

(such as human resources and financial resources), and is much like a “black box” only 

comprehensible by the IT personnel (Willcoxson and Chatham 2004). These 

characteristics of IT make it open to association with unfavourable incidences even where 

no such association exists. 
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Unfavourable CEO value expectancies of IT can arise from the illusory cognition, 

which refers to the biased cognitive processes that were previously discussed, including 

incidental exposures to negative incidences that trigger illusory correlations, and biased 

information processing including attention, memory, attribution and generalization that 

establish illusory correlations. Illusory correlation may be triggered when CEOs 

encounter negative incidences of IT from different sources. CEOs may find pejorative IT 

opinions expressed by authorities (e.g., negative IT incidences frequently appear in media 

reports readily available to business executives). CEOs may hear complains about IT, 

such as the increasing costs of IT from their peers. They may have personally 

encountered unfavourable incidences with IT in the past. Additional exposure to negative 

incidences regarding IT would stimulate more information processing with the result of 

increased memory availability of such events. Relative to other more familiar resources, 

the novelty of IT would evoke more attention, memory (i.e., via frequency as well as 

duration of thinking), attribution, and generalization from an individual IT application to 

all IT applications (i.e., correlate IT in general with unfavourable traits). In summary, 

consistent with the illusory correlation paradigm, illusory cognition processes would lead 

to unfavourable CEO value expectancies of IT by initiating and establishing the pairing 

of IT (largely due to its novelty) with negative incidences (largely due to their attention 

bias), even though no actual relationship exists between them. This leads to the following 

hypothesis: 

Hypothesis 1: Illusory cognition is negatively related to CEO expectancies of 

IT. 
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The illusory correlation paradigm not only influences perceptions of objects, but 

also perceptions of social groups. An association is often formed between numerically 

rare social groups and unfavourable traits/characteristics when no such relationship exists 

(Hamilton and Gifford 1976; Stroessner and Plaks 2001). Unlike the effects of social 

categorization (as explored in the second paper), which is followed by exaggeration of 

inter-group differences and intra-group similarity, group perceptions may be formed in 

the absence of real group differences following illusory cognition processes. 

Hamilton and Gifford’s (1976) demonstration of the illusory correlation about 

social groups is a seminal finding in understanding how group perceptions are formed. In 

their study, participants observed two groups (Group A and Group B) of different size, 

with Group A having twice as many members as Group B. Members of Group A 

performed 18 positive behaviours and 8 negative behaviours, whereas members of Group 

B performed 9 positive behaviours and 4 negative behaviours. Since the ratio of positive 

to negative behaviours performed by members of Group B was exactly the same as that 

performed by members of Group A, no relationship exists between group membership 

and negativity of behaviours. Both groups had the same likelihood of performing positive 

versus negative behaviours. Ironically, participants perceived Group A significantly more 

favourably than they perceived Group B.  

In explaining the results, Hamilton and Gifford (1976) argue that both the smaller 

social group and negative behaviours are infrequently encountered and thus are paid 

differential attention. Because of the salience of the behaviours performed by members of 

the smaller group, these behaviours are more available in memory as compared to 

behaviours performed by members of the larger group. At the same time, negative 
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behaviours are also unusual compared to positive behaviours because of their small 

number in proportion. Negative behaviours became associated with the smaller group at 

encoding because of their joint salience (Hamilton et al. 1989; Mullen and Johnson 

1990). When observing a negative behaviour performed by a member of the smaller 

group, people tend to remember this pairing of unusual events as if they co-occur 

frequently. This combination of factors resulted in the establishment of illusory 

correlation among the research participants. 

The effects have been confirmed by other researchers who found that people 

tended to associate negative attributes with a group that is numerically rare compared to 

other groups (Hamilton and Gifford 1976; Hamilton and Sherman 1989; Mullen and 

Johnson 1990). Specifically, researchers found that participants rated larger groups more 

favourably than smaller groups in traits, overestimated the numbers of negative 

behaviours performed by members of the smaller groups, and allocated negative 

behaviours performed by members of the larger groups to members of the smaller groups 

(Stroessner and Plaks 2001; van Rooy et al. 2003). In fact, research found that the effects 

of illusory cognition are so prevalent that a single unusual behaviour performed by a 

member of a numerically small group is sufficient to trigger illusory correlations about 

the group (Risen et al. 2007).  

The salience of behaviours is relative to a specific context. For example, an 

engineer is not perceived as salient in a high-tech firm, where most people are engineers, 

but becomes salient in an accounting firm, where most people are accountants. The 

“solo” status of the individuals in the latter context grabs people’s attention (Taylor et al. 

1978). While many features can define a person, how the person is perceived depends 
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partially on the person’s situational context. The feature of salience in a context becomes 

a “comparative distinctiveness” (Higgins 1996). In a given social context, people could 

have expectancies about the roles and behavioural norms of social groups. Members of 

social groups and their behaviours are perceived in light of those expectancies. In an 

organizational context, CEOs may expect certain behavioural norms from business 

executives, such as using business language, and may perceive any behaviour deviating 

from the norm as unusual and salient. For most CEOs, the difference between IT and 

other business functions is likely larger than the differences among other business 

functions with which they are more familiar (Willcoxson and Chatham 2004). Thus to 

many CEOs, IT executives are comparatively distinct from other business executives.  

Furthermore, illusory correlations most likely occur to individuals with whom 

people have little experience (Cacioppo et al. 1992). Compared to the traditional business 

functions, such as marketing and finance, IT executives have only recently emerged as a 

top management function (Rockart 1988; Stephens et al. 1992), so IT executives’ roles 

are difficult to comprehend for many business executives, especially if the business 

executives have little or no training and experience in the IT function. Because there is 

ambiguity in accounting for business outcomes in organizations, the observation of 

negative business outcomes along with IT executives triggers CEOs to form an illusory 

correlation between IT executives and these negative outcomes in order to account for the 

negative outcome, even though there may not be a causal relationship. 

IT executives may be easily associated with unfavourable characteristics due to 

their minority status within the executive team and their unfamiliarity to business 

executives – making them readily subject to illusory correlations. In the social 
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psychological literature, the concept of minority refers to an individual who has a salient 

attitude, belief, or social feature possessed by less than 50 percent of the group 

(Moscovici and Faucheux 1972; Nemeth 1980; Schermerhorn 1970; Smith 1987). By this 

definition, IT executives constitute a minority because there is usually only one IT 

executive in the senior management team surrounded by many other business executives. 

The minority status of IT executives makes them readily subject to illusory cognition. 

Even if the IT executives in the organization perform just as well as other business 

executives, the CEOs most likely pay more attention to the IT executive’s errors and 

perceive them as happening more frequently than the facts suggest.  

Research suggests that salient characteristics not only increase attention and 

memory, but also affect causal weight when unfavourable incidences are paired with a 

social group. The unusual pairing of behaviours and groups prompts people to use group 

membership as a casual explanation of the unusual behaviour (Risen et al. 2007). The 

process is illustrated by Taylor and Jaggi’s (1974) study, in which research participants 

(Hindu office clerks in southern India) observed Muslim individuals performing either 

positive or negative behaviours in different contexts (e.g., giving or not giving shelter to 

someone in a rainstorm, helping or not helping someone who was injured). When asked 

to infer why the individuals performed the behaviours, the research participants displayed 

a tendency to use internal attributions to explain negative behaviours and use external 

attributions to explain positive behaviours. Negative behaviours were seen as being most 

likely caused by the group membership and trait, whereas positive behaviours were 

viewed as most likely a result of the situational pressures. The results thus suggest a 
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pattern of biased attributions of negative behaviours or incidences based on the group 

membership. 

The empirical literature also provides evidence of illusory correlation attributed to  

IT executives. For example, in analyzing Texaco IT unit’s history, Porra et al. (2005) 

found that top management ignored the IT function’s stellar performance under 

increasingly constrained resources. Even though the IT executives communicated their 

performance through “long and short term plans, application project progress reports, 

service benchmark results, budgets and personnel reports, and new technology impact 

reports complemented by letters, memos and monthly personal meetings” , the IT leaders 

were demoted (i.e., changed from being top managers to having to report to top 

management) and the IT function suffered under perceptions of delivering “inferior 

service quality” among the top management for forty years: “it takes too long, it costs too 

much, I didn’t get what I asked for...”, even after the department “delivered things in the 

Internet environment or on the desktop ... a lot faster than ten years ago”, “it’s still not 

fast enough, still the classic complaints, they really haven’t changed, they don’t go away, 

they really don’t” (Porra et al. 2005). The above arguments lead to the following 

hypothesis: 

Hypothesis 2: Illusory cognition is negatively related to CEO perceptions of IT 

executives in general. 

Illusory correlation is essentially a generalization of certain characteristics or 

traits to a social group from individual incidences. It arises when people observe one 

incidence or behaviour of a member of the group and perceive a relationship between the 

group and the traits inferred from the behaviour. The process does not stop here, as they 
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may then deduce that another individual member of a social group also has the perceived 

characteristics of the social group. Such inference may occur even in light of counter 

information, further reinforcing the contingency between the attributes and the social 

group (Wyer and Albarracin 2005). The literature provides abundant support of such 

effects. For example, Bodenhausen and Wyer (1985) asked research participants to read a 

script that described an incidence of an assault in a bar, and found that those individual 

defendants involved in the assault were perceived as significantly more guilty than the 

evidence warrants, when these defendants’ names suggest that they belong to a social 

group commonly stereotyped as being “aggressive”. The results suggest that the 

perceptions of the social group as a whole were applied to individual members of the 

group, in the absence of supporting evidence. 

People also tend to predict individual behaviours on the basis of their perceptions 

of the social group, because people tend to mistake ease of retrieval of events with 

frequency of occurrence of the events. According to Tversky and Kahneman (1973), “that 

associative bonds are strengthened by repetition is perhaps the oldest law of memory 

known to man. The availability heuristic exploits the inverse form of this law, that is, it 

uses strength of association as a basis for the judgment of frequency.” For example, when 

asked to assess their assertiveness as a trait, individuals who were asked to recall 12 

assertive behaviours actually believed that they were less assertive than those who were 

asked to recall only 6 assertive behaviours (Schwarz et al. 1991). The results occurred 

because those who were asked to generate 6 assertive incidences felt easy to retrieve the 

incidences from memory, and the ease of retrieval led them to believe that such 

incidences occurred more frequently than they actually did (Schwarz et al. 1991). Since 
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group perceptions reduce cognitive complexity in the first place, they are stored as 

heuristics that can be easily retrieved, leading to the illusion that there are frequent 

individual incidences, and the prediction that individual members of the social group will 

likely behave accordingly in the future. 

CEOs most likely also make predictions about their own IT executives based on 

their perceptions of IT executives as a social group. People more easily apply group 

perceptions to individual members of the group when they are unfamiliar with the social 

group than when they are familiar with the social group. For example, people make more 

simplistic and less differentiated mental representations about other groups whom they 

are unfamiliar with, relative to members of their own group whom they are familiar with 

(Linville and Jones 1980). When people become more familiar with a group, 

categorization of the members of the group becomes increasingly differentiated (Linville 

et al. 1986). For example, people usually develop highly differentiated categories of 

members of their own group by perceiving finer differences among the members. For 

instance, a Lutheran is simply seen as a Lutheran to an outsider, “but to an insider it 

makes a difference whether he is a member of one Synod or another” (Allport 1954). The 

above arguments lead to the following hypothesis: 

Hypothesis 3: CEO perceptions of IT executives in general are positively related 

to CEO expectancies of their own IT executives.  

The research framework is depicted in Figure 4-1, showing each of the 

hypotheses and how they related to other hypotheses.  
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4.3 Research Method 

The goal of this research is to test these hypotheses and the research framework’s 

predictive validity within real business settings across a variety of organizations and 

industries. A survey method is deemed to be advantageous to increase the generalizability 

and external validity of the theoretical framework. In addition to allowing the 

investigation of a relevant sample of organizations (i.e., IT-intensive), the survey 

methodology permits focusing on the perceptions of practicing CEOs with sufficient 

statistical power to not only measure the theoretical constructs, but also capture the 

linkage between these constructs as part of a larger integrated theoretical model.  

The population of this study included the CEOs of large- and medium- sized 

Canadian organizations in the financial, manufacturing, and services industries, as listed 

in the Dun and Bradstreet Directory. The survey was administrated following the 

procedures suggested by Dillman (2000). Surveys were mailed to a random sample of 

CEOs, followed by reminders one week, three weeks, and seven weeks after the initial 

invitation. In the invitation letter and the questionnaire, it was specified that the survey 

questionnaire needs to be completed by the CEO of the organization, and if the recipient 

was not the appropriate person to complete the survey, he/she was asked to forward the 

questionnaire to the appropriate person. The respondents were asked to specify their titles 

in the questionnaire for verification purpose. Subsequently, 482 complete CEO responses 

were received. Statistical comparisons were made between the mean of each variable of 

early and late responses, and between the firm characteristics (e.g., number of employees, 

sales, and industry) of respondents and non-respondents using data obtained from the 



204 

 

Dun and Bradstreet Directory. P values of T-tests on all variables were substantially high, 

providing consistent evidence that non-response bias is not present in the data.  

Statistical assessment of common method bias was made following the 

recommendations of Podsakoff et al. (2003) and the approach of Liang et al. (2007). 

Common method bias is arguably absent when 1) the factor loadings of the method factor 

are statistically insignificant, and 2) each indicator’s variance explained by its substantive 

construct exceeds the variance explained by the method factor. As can be seen in Table 4-

12, factor loadings of all indicators to the method factor are insignificant, and all 

indicators’ substantive variances are substantially greater than their method variances, 

therefore common method bias is not likely a threat in this study. Descriptive statistics of 

the variables are listed in Table 4-1 and Table 4-4. 

Instrument development and validation 

This research develops measures and model to examine the implications of the 

theoretical arguments. Since few scales exist to measure the constructs in the specific 

context of this research, new scales were developed and refined following the guidelines 

of Boudreau et al. (2001), Straub (1989), and Straub et al. (2004). Detailed interviews 

with senior managers of fifteen companies in diverse industries and thorough literature 

reviews were used to identify the scope and nature of the underlying concepts. The 

research and/or preliminary instruments were reviewed by twenty academic scholars and 

colleagues who have expertise in the domain area. The survey instrument was also 

assessed by five CEOs of organizations representing the financial, manufacturing, and 

business service industries. Feedback from these academic and industry experts was then 

used to refine the measurement items to enhance their appropriateness, completeness, and 
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accuracy in representing the underlying concepts and in the survey implementation. 

Responses from these five CEOs of the organizations were not included in the main 

survey data for analysis. 

The measures for the reflective constructs were validated following the card 

sorting techniques prescribed in Moore and Benbasat (1991) to enhance the construct 

validity of the instrument. Randomly arranged items were grouped by four doctoral 

candidates who have no prior exposure to the research into conceptually distinct 

categories. After each card sorting exercise, detailed debriefing was conducted with the 

doctoral candidates, and items that were not grouped as expected were modified based on 

the feedback. The refined items were then grouped by four different doctoral candidates 

who have no prior exposure to the research into conceptually distinct categories. As can 

be seen in Table 4-3, 96 percent of the items were grouped as expected, and Cohen’s 

kappa averaged .85, suggesting acceptable agreement in categorizing the items (Cohen 

1960). 

Four decision rules were used to determine whether a construct is formative or 

reflective: direction of causality, interchangeability of items, covariation among 

indicators and nomological net of the indicators (Jarvis et al. 2003). CEO expectancies of 

IT, CEO perceptions of IT executives in general, CEO expectancies of their own IT 

executives are modeled as reflective constructs, because the dimensions manifest the 

construct, and the construct is latent, reflecting the commonalities of the dimensions. 

CEO illusory correlations are measured as formative constructs because the items tap 

different aspects of the concept. Illusory correlation of IT and IT executives are both 
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conceptualized in two dimensions – correlation initiation and correlation establishment – 

which are explained below. 

  Correlation Initiation 

The literature suggests that greater knowledge and experience with IT and IT 

executives lead to more realistic perceptions of IT and IT executives. Jarvenpaa and Ives 

(1991) found that “executive participation” (i.e., their behaviour) influences “executive 

involvement” (i.e., their belief). Knowledge and experience gained from participation 

predisposes CEOs to involvement, which is defined as perceptions of IT as being 

“important and personally relevant” (Barki and Hartwick 1989). Feeny et al. (1992) 

found that the CEOs who have the “vision to transform” using IT acquired this vision 

from deep IT related experience and knowledge. For example, one CEO completed a 

project to introduce an IT-based reservation system when he was a COO of a car rental 

company. Three other CEOs innovatively used IT as the way to achieve competitive 

advantage when they aggressively sought growth in their sectors. The fifth CEO attended 

a series of educational programs that convinced him that IT was a strategic resource for 

his company.  

Given the novelty of IT compared to other resources, and the underrepresentation 

of IT executives compared to other business executives, illusory correlation can be 

initiated without deep knowledge and understanding of IT and/or reliable evidence (Hill 

et al. 1989). The literature suggests that a variety of sources or incidences can trigger 

illusory correlations, including things others have told us about the object or group in 

question, casual observation of the object or individuals who belong to the social group, 

or actual (but limited) personal interactions at some point in the past with the object or 
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people from the group in question (Bettman et al. 1986; Fiedler 1991; Jussim 1986; Kao 

and Wasserman 1993).  

Information acquired in this manner does not provide an accurate picture of 

reality. For example, media news usually focuses on events that are newsworthy, and 

therefore disproportionally represent things that occur infrequently (Wyer and Albarracin 

2005). As another example, people who frequently view soap operas on television 

significantly overestimate the proportion of Americans owning swimming pools, the 

incidence of crime, and the number of policemen when compared to infrequent viewers 

(O’Guinn and Shrum 1997). Information obtained through such means gives people a 

false sense that the events, characteristics, and behaviours are common place and occur 

more frequently than they actually do. These effects hold even when other factors such as 

educational and socioeconomic conditions are controlled, thus confirming the assumption 

that exposure to selective information sources create illusory associations (O’Guinn and 

Shrum 1997).  

Correlation initiation captures how illusory correlations are triggered by specific 

unfavourable opinions or incidences of IT and IT executives. It is measured by items 

describing CEOs’ exposure to negative incidences or opinions of IT and IT executives 

from various information sources, such as negative incidences or opinions about IT or IT 

executives in newspaper or media reports, complains about IT or IT executives from 

peers, unfavourable opinions of IT or IT executives from authority figures, CEOs’ casual 

observations of IT or IT executives, or CEOs’ selected past experience with IT or IT 

executives, rather than from deep knowledge and experience with IT and IT executives 

(Feeny et al.1992; Jarvenpaa and Ives 1991; Porra et al. 2005).  
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Correlation initiation of IT is measured by items such as CEOs were impressed by 

“media (e.g. Internet, TV, newspaper, industry publications, etc.) reports of IT related 

failures”, “experts’ (e.g. consultants, researchers, authorities, etc.) opinions such as IT is 

service/support and/or is inconsequential to strategic advantage”, “peers’ (e.g. CEOs, 

CFOs and business unit directors, etc.) opinions such as IT has questionable benefits 

and/or IT spending needs to be reduced”, or influenced by the CEOs’ own “observation 

of escalating IT expenses with limited added benefits”, “disappointing past personal 

experience with IT”, “positive past personal experience with IT (reverse coded)”, and 

“deep knowledge and understanding of IT (reverse coded)”.  

Correlation initiation of IT executives is measured by items such as CEOs were 

impressed by “media (e.g. Internet, TV, newspaper, industry publications…) stories that 

describe IT executives as being technology savvy and/or technically oriented”, “peers’ 

(e.g. CEOs, CFOs and business unit directors...) opinions such as IT executives should 

mainly support the business and/or reduce IT spending” , “experts’ (e.g. consultants, 

researchers, authorities...) opinions such as IT executives should primarily provide 

service and/or avoid taking risks with IT”, or influenced by the CEOs’ own “observation 

of some IT executives as being technology savvy and/or technically oriented”, “positive 

past personal experience with IT executives (reverse coded)”,  and “deep knowledge and 

understanding of IT executives (reverse coded)”. 

  Correlation Establishment 

The original accounts of the illusory correlation offered by Chapman and 

Chapman (1967) and Hamilton and Gifford (1976) are based on the notion that 

distinctive information draws special attention (McArthur 1981; Postman et al. 1948). 
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Objects or behaviours that attract more attention are thought about more and thus are also 

more memorable and easily retrieved than common objects or behaviours (Craik and 

Lockhart 1972; Neuberg and Fiske 1987; Wyer and Hartwick 1980). In addition to 

attracting attention and increasing memory, salient characteristics of an object or a person 

also imply causation (Heider 1944, 1958; Taylor and Fiske 1978). For example, 

McArthur and Post (1977) found that, when a person is made more salient by being more 

brightly illuminated than other people, the person was seen as a central cause for the 

events that transpired, despite the fact that the same behaviour, when not well lit, was not 

seen as causal. Furthermore, people tend to generalize the perceptions of a category to all 

objects within the category, inferences that have extensive empirical support in the 

literature (Hamilton and Sherman 1994).  

Correlation establishment measures how correlations are actually formed through 

the cognitive processes of biased attention, memory, attribution, and generalization of 

incidences of IT and IT executives. The literature provides an illustration of correlation 

establishment. Hirschheim et al. (2003) found that, following a major consulting firm’s 

suggestion to downsize the company, IT was assigned a significantly larger workload 

previously performed by the business units. Rather than paying attention to the savings 

that the IT function helped to achieve, Texaco’s top management associated IT with 

increased costs. In addition, the company’s charge-back system, which allocated usage-

based IT expenses as “overhead” to the business units, emphasized the costs of IT 

without connecting them with benefits. In the face of corporate-wide expense reduction, 

the typical business executives attributed the high expense to IT: “I have really cut my 

expenses, but this overhead is eating me up”. Consequently, the IT function was forced to 
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constantly justify its existence to business managers, only to see that end-users at most 

departments questioning IT’s high costs.  

Correlation establishment of IT is measured as CEOs’ opinions of IT compared to 

their opinions of other functional areas’ problems in fulfilling business and/or strategic 

goals including items such as “IT’s problems in fulfilling business and/or strategic goals 

catch my attention easily”, “I can recall IT’s problems in fulfilling business and/or 

strategic goals easily”, “many problems in business and/or strategy can be caused by IT 

problems”, “IT is prone to problems in fulfilling business and/or strategic goals”.  

Correlation establishment of IT executives is measured as CEOs’ opinion of IT 

executives compared to their opinions of other business executives’ mistakes in fulfilling 

business and/or strategic goals including items such as “IT executives’ mistakes in 

business and/or strategy catch my attention easily”,  “I can recall IT executives’ mistakes 

in business and/or strategy easily”, “Many business problems can be caused by IT 

executives’ lack of ability in business and/or strategy”, “IT executives are prone to 

mistakes in business and/or strategy”.  

CEO Perceptions  

Recent research suggests that business managers hold different expectancies 

about the roles, value and importance of IT, ranging from “imperative to success” to “not 

significant at all unless forced by external forces” (Kaarst-Brown 2005). Thus there exists 

much variance in CEOs’ expectancies of the value and strategic importance of IT. CEOs’ 

expectancies are CEOs’ high level mental abstraction of IT or IT executives’ prospect to 

contribute value. The literature suggests that CEOs’ expectancies of IT contain two key 

dimensions (Jarvenpaa and Ives 1991; Kaarst-Brown 2005; Porra et al. 2005). The first 
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dimension measures how strongly CEOs believe that IT can help increase business value, 

and the second dimension emphasizes the sustainability of business value, and measures 

how strongly CEOs believe that IT can help increase strategic advantage.  

CEO perceptions of IT executives in general measure perceptions of the 

characteristics of IT executives in the eyes of senior business executives. The literature 

suggests that the most common traits or characteristics used to describe IT executives 

include being technically-oriented and/or technology savvy (Cramm 2010). These 

perceptions pertain to IT executives as a group in general, and these perceived features 

and traits can be generalized from the group to individual members of the group. The 

perceptions of IT executives are measured relative to other typical business executives. 

CEO expectancies of their own IT executives in specific is an important construct, 

as demonstrated in paper one, because CEOs act on their expectancies to influence IT’s 

strategic roles and business performance. Unlike CEOs’ perceptions of IT executives in 

general, CEOs’ expectancies of IT executives in specific measure CEOs’ beliefs of their 

own IT executives. These two constructs, CEOs’ perceptions of IT Executives (General) 

and CEOs’ expectancies of IT Executives (Specific) are conceptually distinctive in two 

ways. The first construct is the subjective estimation of IT executives’ general traits and 

characteristics, whereas the second construct is CEOs’ predictions that their IT executive 

will (or will not) help the organizations significantly increase business value and strategic 

advantage. In addition, the first construct is perceptions about IT executives as a social 

group in general, whereas the second construct is beliefs about CEOs’ own IT executives 

in specific.  
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Questions for measuring these constructs were in separate sections and placed in 

different pages. The respondents were asked to think about IT executives in general when 

answering the questions that measure the CEOs’ perceptions of IT executives (in general) 

construct. For the CEOs’ expectancies of their own IT executives (specific) construct, it 

was stressed that the questions were about the CEOs’ own IT executives in specific, and 

the respondents were asked to think about their own specific IT executives when 

answering the questions. The construct was measured using two dimensions: business 

value beliefs and strategic advantage beliefs. The first dimension measures how strongly 

CEOs believe that their IT executives will help significantly increase business value, and 

the second dimension measures how strongly CEOs believe that their IT executives will 

significantly help increase strategic advantage. 

Controls 

Variables that may potentially affect CEO perceptions of IT and IT executives or 

confound the relationships within the theoretical model include organizational size, 

industry, IT spending level, the CEO’s years of higher education and years of experience 

in IT, age, tenure, the IT executives’ years of higher education and years of experience in 

business (non-IT related), the CEO/IT executive’s length of working together, the CEO-

IT Executive’s compatibility, and the CEOs’ age and tenure. 

a. Organizational variables 

The size of the organization might be a potential extraneous source of variation in 

IT intensity and firm business value (Schroeter 1988), and is operationalized as the total 

number of employees in the organization. The industry context in which firms operate 

may determine their patterns of IT usage and management. Organizational size is 
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operationalized as the number of employees. Firm industries specified by the respondents 

were classified into three categories: high IT intensive industries include banking and 

financial services, computers and electronics, and aerospace and engineering; low IT 

intensive industries include retail, metals and mining, and energy; and the remaining 

industries are medium IT intensive industries (Kudyba and Diwan 2002). The industry 

control is operationalized on a scale of -1 to 1, representing low, medium, and high IT-

intensive industries, an approach consistent with that of previous studies (e.g. Venkatesh 

and Davis 2000; Venkatesh et al. 2003). In addition, IT spending as a percent of revenue 

is also controlled as it signals the intensity of IT investment of an organization. 

b. Experience 

The literature suggests that people may develop behavioural scripts or norms 

associated with a particular role in which they have extensive experience (Bandura 1976; 

Gioia and Manz 1985), and are likely to display such behavioural schemas later in other 

contexts and roles (Gioia and Manz 1985). If an IT executive has extensive prior 

experience in business, then the CEO would be more likely to empathize with the IT 

executive. Similar experience provides mutual reinforcement or “consensual validation” 

of attitudes, beliefs and value of the common attribute (Byrne et al. 1966). Therefore, out-

group biases toward IT executives might be low when IT executives have extensive 

business experience. In the absence of such biases, CEOs likely accept IT executives into 

the social in-group, and to have more favourable perceptions of them. Therefore, prior 

business experience of the IT executive is controlled, and operationalized as the number 

of years during which an IT executive had previously had experience in business (non 

IT). In addition, when a CEO has considerable prior experience in IT, he or she is likely 
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to be more familiar with the cognitive scripts associated with the roles associated with IT 

and IT executives. The cognitive script and schemas might reduce the perceived novelty 

of IT and the rarity of IT executives, hence increasing positive views of IT and IT 

executives. For this reason, prior IT experience of the CEOs is controlled and 

operationalized as the number of years during which a CEO had previously had 

experience in IT. 

c. Education 

The literature suggests that educational backgrounds differentiate managers’ 

underlying attitudes and taken for granted beliefs. For example, top managers’ type of 

graduate degree was found to explain how they evaluated acquisition candidates (Hitt and 

Tyler 1991). Management education predicts a preference for “administrative complexity” 

(Hambrick and Mason 1984). Higher educational level was associated with increased 

ability for information processing, tolerance for ambiguity (Dollinger 1984; Schroder et 

al. 1967), rate of corporate innovation, and likelihood of strategic change (e.g., Bantel 

and Jackson 1989; Wiersema and Bantel 1992). In addition, it was suggested that 

educational background itself can provide a salient basis for group identification (Tsui et 

al. 1992) that influences perceptions. For example, certain aspects of advanced 

management education were found to play an important role in categorizing people for 

promotion (Useem and Karabel 1986; Zajac and Westphal 1996). Accordingly, prior IT 

education of the CEOs is controlled. It is operationalized as the number of years during 

which a CEO had higher education in IT. Similarly, prior business education of the IT 

executives is controlled, and is operationalized as the number of years during which an IT 

executive had higher education in business (non IT). 
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d. Relationship 

It has been suggested that social ties between individuals that extend across 

different contexts lead to particularly high levels of social cohesion (Emirbayer and 

Goodwin 1994; Westphal and Milton 2000). A CEOs’ relationship with their IT 

executive may influence their expectancies of their IT executives. Feeny et al. (1992) 

interviewed 14 CEOs and CIOs to identify common attributes of CEOs who have 

successful relationships with CIOs. They found the most differentiating factor is that 

these CEOs perceive IT as a critical agent of business transformation. The CEO’s 

compatibility with his/her IT executive reflects their intrinsic relationship that is 

independent of extrinsic social influences. CEO’s compatibility with his/her IT executive 

is controlled and operationalized as a variable on a scale of 1 to 7, representing ascending 

levels of compatibility. 

In addition, CEOs’ length of time working together with their IT executives is 

controlled. Greater familiarity with each other may lead executives to make more 

individuated assessments of others, rather than basing the assessments on inter-group 

differences (Gaertner et al. 1989; Messick and Mackie 1989). The greater familiarity 

resulting from working together over an extended time period may lead CEOs to make 

more individuated assessments of their IT executives, reducing the tendency toward 

negative expectancies derived from illusory correlation. CEO’s length of time working 

with his/her IT executive is operationalized as the number of years a CEO has worked 

with his/her IT executive. 
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e. CEO age and tenure 

Given that previous literature suggests that age and tenure are related to 

perceptions of IT, CEOs’ tenure and age were controlled in the models. Jarvenpaa and 

Ives (1991) argue that perception of change is a function of executive background, related 

to top management team member age and tenure in the organization. In their study, they 

found that the top management team members with excellent relationships with CIOs 

were both older and longer in tenure than those with poor relationships. CEO tenure is 

operationalized as the number of years that the CEO has been in the organization. CEO 

age is operationalized on a scale of 1 to 5 representing ascending age ranges, an approach 

consistent with that of previous studies (e.g. Venkatesh and Davis 2000; Venkatesh et al. 

2003). 

4.4 Results 

Partial Least Squares (PLS) analysis (Chin 1998; Chin and Gopal 1995; Hulland 

1999) was used to test the validity of the measurement and structural models. PLS 

utilizes an iterative series of principal components analysis, path analysis, and 

regressions. It can be used to handle, in an integrated manner, complex measurement and 

structural models. It is also suitable for the early stages of theory building and testing 

(Gregor 2006) and is helpful when making predictions because it specifies the variance 

explained in endogenous constructs and handles formative constructs (Chin 1998). PLS 

was chosen for analysis because some of the constructs are formative, the models are 

predictive in addition to explanatory, and the models are explorative in nature. All 

constructs were modeled as reflective except correlation initiation and correlation 

establishment, and all multi-dimensional constructs were modeled as latent or reflective, 
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following the criteria of measurement models (e.g. direction of causality, 

interchangeability of items, covariation among indicators, and nomological net of the 

indicators) (Jarvis et al. 2003). 

The internal consistency and convergent validity of scales was assessed by criteria 

following the recommendation of Hulland (1999), Carmines and Zeller (1979), Gefen et 

al. (2000), and Fornell and Larcker (1981): (1) all item factor loadings should be 

significant and exceed 0.70, (2) composite reliabilities for each construct should exceed 

0.80, and (3) average variance extracted (AVE) for each construct should exceed 0.50, or 

in other words, the square root of AVE should exceed 0.71.  

As can be seen from Table 4-4, standardized loadings for all scale items in the 

models are significant at p < 0.001 and exceeded the minimum loading criterion of 0.70. 

From Table 4-5, we can see that composite reliabilities of all factors also exceed the 

required minimum of 0.80. Average Variance Extracted (AVE) determines the average 

variance shared between a construct and its measures and should be greater than .50 to 

establish the convergent validity of a construct. Browsing the principle diagonal elements 

in Table 4-6, we can see that the AVEs among all constructs in the models are greater 

than the desired minimum of 0.50, with the lowest AVE being 0.68. In other words, the 

square roots of AVE of all constructs exceed 0.71, with the lowest square root of AVE 

being 0.82. 

Discriminant validity is established when a construct shares more variance with 

its measures than it shares with other constructs in a model. Discriminant validity 

between constructs was assessed by the recommendation of Chin (1998), Gefen et al. 

(2000), and Fornell and Larcker (1981) that the square root of AVE for each construct 
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should exceed the correlations between that and all other constructs. From the data 

presented in Table 4-6, we can see that all constructs’ AVEs are greater than their 

covariance, or square of correlation, with all other constructs. In other words, the 

correlation between each construct and all other constructs are lower than square root of 

AVE of that construct. Results show that all constructs share more variance with their 

own measures than they share with other constructs, suggesting that different constructs 

had clearly distinctive measures. 

Cross loadings of all variables were assessed (Chin 1998), and results show that 

items loaded higher on their own constructs than on other constructs, with the exception 

of one item in IT Executive Business Value Beliefs (ability to reduce cost). The item 

loads higher on IT Executive Strategic Advantage Beliefs slightly (by .02). These first 

order constructs are reflective dimensions of the same second order construct, thus are 

expected to be correlated. Nonetheless, the AVE of the IT Executive Business Value 

Beliefs dimension is greater than its covariance with the IT Executive Strategic 

Advantage Beliefs dimension. Overall, the discriminant validity of measures of different 

constructs is quite satisfactory. 

Composite reliability and AVEs were not assessed for formative constructs 

because items do not necessarily relate to each other, so the use of loadings and cross 

loadings for formative indicators is misleading (Chin 1998; Nunnally and Bernstein 

1994). The validity of a formative construct is evaluated by comparing the relative size 

and statistical significance of its estimated weights (Chin 1998; Petter et al.  2007). In 

addition, multicollinearity of the measures of a formative construct is checked by 

examining the Variance Inflation Factors (VIF) (Diamantopoulos and Siguaw 2006; 



219 

 

Petter et al. 2007). As can be seen in Table 4-9, the weights of the formative constructs’ 

dimensions are all large and significant, indicating that all dimensions play an important 

role in determining the constructs. This supports the belief that the constructs of illusory 

correlation formation, illusory correlation reinforcement, tangible firm performance, and 

intangible firm performance are determined by multiple factors. Further, as can be seen in 

Table 4-9, the VIFs of all measures are lower than 3.3, showing that multicollinearity is 

absent. Both formative and reflective construct statistics showed quite satisfactory 

reliability and validity.  

The next step in the data analysis is to examine the significance and strength of 

each of the hypothesized effects. Results of the analysis including standardized path 

coefficients, path significances are presented in Table 4-10 and Table 4-11 respectively. 

The first hypothesis examines the effect of CEO illusory cognition of IT on CEO 

expectancies of IT’s potential in helping their organizations to increase business value 

and competitive advantage (H1). Hypothesis 1 is supported in the findings by a 

significant and substantial path coefficient of -0.357 (t=6.234, p<.001), indicating that 

illusory cognition is at work. The model explains 20.8 percent of variance in the 

dependent constructs, CEOs’ beliefs of IT’s potential in helping their organizations 

increase business value and competitive advantage. 

The second and third hypotheses examine the effect of CEO illusory cognition of 

IT executives on CEO perceptions of IT executives in general (H2) and that of CEO 

perceptions of IT executives in general on CEO beliefs in their own IT executives’ ability 

to help their organizations increase business value and competitive advantage (H3). 

Hypothesis 2 is supported in the findings by a substantial path coefficient of -0.410 



220 

 

(t=7.416, p< .001), indicating that illusory cognition can influence how CEOs perceive IT 

executives in general as a social group. Hypothesis 3 is supported by a substantial path 

coefficient of 0.336 (t=6.367, p<.001), linking CEOs’ perceptions of IT executives in 

general and CEOs’ expectancies of their own IT executives’ strategic and value adding 

potential.  The model explains 23.8 percent of variance in the dependent construct, 

CEOs’ perceptions of IT executives in general, which in turn explains 28 percent of 

variance in CEOs’ expectancies of their own IT executives. 

The second order constructs (e.g., illusory cognition of IT, CEOs’ beliefs of IT, 

illusory cognition of IT executives, CEOs’ beliefs of IT executives) are modeled as 

latent, with the higher order constructs reflecting or representing the commonality of their 

specific dimensions. The dimensional paths from illusory cognition of IT to IT 

correlation initiation and IT correlation establishment are 0.869 and 0.726. The 

dimensional paths from illusory cognition of IT executives to IT executive correlation 

initiation and IT executive correlation establishment are 0.836 and 0.728. All dimensions 

are significant at the .001 level, suggesting that the modeling approach of the second 

order constructs is appropriate.  

The full model was run while all variables were controlled. The main paths are 

substantially larger in magnitude and more significant than the control paths, suggesting 

that the impacts of the control variables are likely dwarfed by the overall strength of the 

main effects within the model. The significant control paths will be discussed in greater 

detail. Among the controls, CEOs’ age is negatively related to CEOs’ expectancies of IT 

with a path coefficient of -0.125 (t=2.543, p<.05), indicating that the younger the CEOs, 

the more favourably they perceive IT, perhaps because younger generations have more IT 



221 

 

exposures. Organizational size is positively related to CEOs’ expectancies of IT with a 

path coefficient of 0.06 (t=2.155, p<.05), suggesting that the larger the organizations, the 

more favourable the CEOs view IT. CEOs’ compatibility with their IT executives is 

positively related to CEOs’ expectancies of IT with a path coefficient of 0.141 (t=2.292, 

p<.05), suggesting that intrinsic relationship between CEOs and their IT executives 

contributes to positive CEOs’ expectancies of IT. IT spending as a percentage of revenue 

is positively related to CEOs’ expectancies of IT with a path coefficient of 0.125 

(t=2.012, p<.05), suggesting higher IT spending as a percent of revenue is associated with 

stronger CEO beliefs that IT can help significantly increase business value and strategic 

advantage.  

CEOs’ length of working together with their IT executives is negatively related to 

CEOs’ perceptions of IT executives in general with a path coefficient of -0.131 (t=2.346, 

p<.05), suggesting that the longer CEOs have worked with their IT executives, the less 

favourable perceptions they have towards IT executives in general. CEOs’ compatibility 

with their IT executives is positively related to CEOs’ expectancies of their IT executives 

(in specific) with a path coefficient of 0.317 (t=5.381, p<.001), suggesting that positive 

intrinsic relationship between CEOs and their IT executives helps to enhance CEOs’ 

expectancies of their IT executives. IT executives’ business education is positively 

related to CEOs’ perceptions of IT executives (in general) with a path coefficient of 

0.150 (t=2.254, p<.05), suggesting that CEOs whose IT executives share a common 

knowledge background with themselves view IT executives as more favourably than 

other CEOs. Organizational IT spending as percent of revenue is positively related to 

CEOs’ expectancies of their own IT executives with a path coefficient of 0.121 (t=1.888, 
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p<.1), suggesting that the IT expenditure as percent of revenue correspond to the CEOs’ 

beliefs that their IT executives will significantly help increase business value and 

strategic advantage. Implications of the findings are discussed in the next section. 

4.5 Discussion 

The results suggest some interesting patterns of CEOs’ expectancies of IT and IT 

executives. For example, the IT executives’ average level of total compensation is 67% 

of that of the CFOs in their organizations, suggesting a lower value placed upon these 

executives than other typical business executives. Relative to other top business 

executives, on average, CEOs rated their IT executives’ potential as CEO candidates as 

2.75 out of 7 (where 1 represents the least potential and 7 represents the greatest 

potential), suggesting that CEOs generally lack confidence in their IT executives’ 

competence as business strategists compared to other typical business executives. It could 

be argued that such rating arise due to incompatible relationships between CEOs and 

their IT executives. However, the data suggest that on average CEOs and their IT 

executives have a compatibility level of 5.1 out of 7, much higher than the previous 

rating of 2.75. Yet this finding comes as little surprise, as it corroborates the findings of 

other studies, which found that limited perceptions of IT and IT executives tend to exist 

and persist. 

The findings suggest that CEOs seem to differentiate IT and their IT executives in 

terms of their capacity to create organizational value, having slightly stronger 

expectancies in IT’s potential to increase business value and strategic advantage than in 

their IT executives’ ability in achieving these objectives benchmarked against other 

business executives. The CEOs have slightly lower expectancies of their IT executives 
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(4.4 on a scale of 1 to 7) than of IT (5.2) to increase business value, and had slightly 

lower expectancies of their IT executives (4.5) than of IT (5.4) to increase strategic 

advantage. The results suggest that CEOs might have increasingly recognized unrealized 

potential in IT but lacked confidence that their IT executive can produce these results. A 

gap in CEOs expectancies of IT and their IT executives might lead to dissatisfaction 

when CEOs’ expectations are unmet. 

 The findings of this research suggest that a spectrum of cognitive factors can 

influence CEO’s expectancies of IT. The data indicate that among the various sources of 

information concerning negative IT incidences, CEOs tend to be more impressed by their 

own observations of negative incidences of IT, and by their disappointing past 

experiences with IT, than by negative information about IT from external sources. 

Specifically, CEOs are most likely impressed by observations of escalating IT expenses, 

followed by disappointing past experience with IT, followed by peers’ opinions, and 

media reports of IT related failures, followed by experts’ opinions.  

On the other hand, the findings suggest a slightly different pattern that CEOs’ 

impressions of IT executives are formed. Overall, data suggest that CEOs’ perceptions 

are more likely influenced by negative incidences of IT executives, than by negative 

incidences of IT. This may indicate that illusory correlations are more easily evoked 

when CEOs encounter negative information about IT executives than when they were 

exposed to negative information about IT. It may be because the increasing applications 

of IT in organizations have increased CEOs’ awareness and familiarity of IT.  

Among the various sources of information about IT executives, CEOs were most 

easily impressed by their observations of negative behaviours of IT executives. They 
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were also easily influenced by negative information of IT executives from the media 

stories, peers, and experts. However, compared to CEOs’ past disappointing personal 

experience with IT, CEOs were less impressed by their past disappointing personal 

experience with IT executives. The results could indicate that IT executives have 

generally done a satisfactory job, thus CEOs have encountered fewer negative past 

experiences with their IT executives than they have encountered negative experiences 

with IT in the past. It would be interesting future research to investigate the implications 

of CEOs’ past experience with IT and IT executives on their perceptions of IT and IT 

executives.  

In addition, the data reveals that several illusory cognitive processes may 

contribute to the establishment of illusory correlations of IT and result in unfavourable 

expectancies of IT in CEOs’ minds. These cognitive processes include biased attention 

(e.g., paying more attention to IT’s problems in fulfilling business and/or strategic goals 

than other functional areas’ problems in these goals), retention (e.g., more memory of 

IT’s problems in fulfilling these goals than other functional areas’ problems in fulfilling 

these goals), attribution (e.g., more internal attribution of these problems to IT than to 

other functional areas), and generalization (e.g., extending problems in one IT application 

to impressions of IT in general). Ratings of these items were on average higher than the 

ratings of correlation initiation, suggesting that initial exposure to negative IT incidences 

may be reinforced and escalated over time. The results may help to explain why negative 

expectancies of IT tend to exist and persist in the absence of supporting evidence. 

Similarly, the data suggests that these illusory cognitive processes may also 

contribute to the establishment of illusory correlations of IT executives and result in 
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unfavourable perceptions of IT executives. These cognitive processes include biased 

attention (e.g.,  paying more attention to IT executives’ mistakes in business and/or 

strategy than similar mistakes of other business executives), followed by retention (e.g., 

the proclivity to retain IT executives’ mistakes in business and/or strategy more than 

other business executives’ similar mistakes), followed by attribution (e.g., the tendency to 

attribute these mistakes to IT executives’ lack of ability in business and/or strategy), and 

finally by generalization (e.g., extending these mistakes from individual IT executive to 

IT executives in general).  

Overall the results provide consistent support for the theoretical framework. 

While prior literature has focused on IT and IT managers in addressing IT’s business 

value, little attention has been paid to the business side of the IT-business partnership that 

are essential for IT and business success. This study aims to fill the research gap by 

studying the cognitive dynamics of CEOs’ IT perceptions. The findings of this research 

provide new insights by showing how unfavourable perceptions can arise from exposure 

to arbitrary incidences and biased cognition. In general, the results support the 

overarching proposition that illusory cognition predicts CEOs’ perceptions of IT and IT 

executives. Illusory cognition of IT has a significant negative effect on CEO expectancies 

of IT with a path coefficient of -0.357 (t=6.234, p<.001). Illusory cognition of IT 

executives has a significant negative effect on how CEOs perceive IT executives in 

general as a social group with a path coefficient of -0.410 (t=7.416, p< .001). The 

findings provide strong support that cognitive biases can contribute to unfavourable 

perceptions of IT and IT executives, by arbitrarily linking IT and IT executives with 

negative incidences (e.g., negative media reports, opinions of peers or authorities, casual 



226 

 

observations, or past incidences of IT and IT executives) that may have little to do with 

the organizations’ IT or IT executives.  

The literature has generally assumed that the continuing unfavourable perceptions 

of IT and IT executives primarily arise from mismanagement of IT. This research 

suggests that these unfavourable perceptions can be associated with arbitrary past 

exposure to a negative incidence. Given the novelty of IT and the numerical rarity of IT 

executives in the eyes of CEOs, a correlation of negative incidences to IT or IT 

executives arises naturally. The results suggest that illusory correlations can be initiated 

from arbitrary exposure to negative incidences of IT and IT executives from various 

sources. Perceptions formed in this way are in sharp contrast to those based on thorough 

knowledge and lengthy experience with IT. For example, CEOs may adopt unfavourable 

expectancies of IT simply by hearing a phrase such as ‘IT is seen everywhere but the 

bottom line’, or “IT cost too much,” or “IT is too risky,” rather than based on knowledge 

of the underlying mechanisms.  

The results further suggest that biased cognitive processes can lead to CEOs’ 

unfavourable perceptions of IT and IT executives. For example, when CEOs observe an 

error in IT (e.g., the late delivery of a system), they may pay more attention to it than to a 

similar error made by a business function (e.g., the delay of the launch of a marketing ad) 

because of the joint salience of IT and the negative incidence. They may remember the 

negative incidence more clearly because of the heightened attention to the incidence. 

Given the joint salience of IT and the negative incidence, the error is attributed to poor 

quality of IT or incompetency of the IT executive, rather than to situational factors (as 

would be the case for an error made by a business executive). Furthermore, the error of a 
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single IT application may be generalized to all IT applications or all IT executives, 

regardless of the unique differences among different types of IT applications and 

individual differences among IT executives. Perceptions so formed thus tend to be biased 

rather than accurate.  

The full model was run while all variables were controlled. The main paths are 

substantially larger in magnitude and more significant than the control paths, suggesting 

that the impacts of the control variables are likely dwarfed by the overall strength of the 

main effects within the model. The implications of the significant control paths will be 

discussed in greater detail. CEOs’ age is negatively related to CEOs’ expectancies of IT 

with a path coefficient of -0.125 (t=2.5434, p<.05), indicating that the younger the CEOs, 

the more they believe that IT will add value, perhaps because younger generations have 

relatively extensive experience with IT, thus have relatively positive IT beliefs.  

Organizational size is positively related to CEOs’ expectancies of IT with a path 

coefficient of 0.06 (t=2.155, p<.05), suggesting that the larger the organizations, the more 

optimistically the CEOs view IT. The results suggest that larger organizations usually 

have more need for IT to facilitate their business processes than smaller organizations, so 

IT likely are viewed more positively in these organizations than in smaller organizations. 

Compared to CEOs of smaller organizations, CEOs of larger organizations may also have 

observed or have heard more successful business cases of successful IT applications in 

their industries, thus have developed more favourable expectancies of IT’s potential of 

adding business value.  

CEOs’ compatibility with their IT executives is positively related to CEOs’ 

expectancies of IT with a path coefficient of 0.141 (t=2.2922, p<.05). The results suggest 
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that intrinsic relationship between CEOs and their IT executives contributes to positive 

CEOs’ expectancies of IT. When CEOs and their IT executive enjoy high quality 

relationship, IT executives are at a good position to convince their CEOs the strategic 

importance of IT. The fact that the main effects from illusory cognition holds strong 

when compatibility is controlled also indicates that illusory cognitive processes influence 

CEOs’ expectancies of their IT executives independent of the personal relationship 

between CEOs and their IT executives. The results also suggest that IT executives can 

potentially influence their CEOs’ beliefs in IT’s potential to increase business value and 

strategic advantage, by cultivating inter-personal relationship with their CEOs. 

IT spending as a percentage of revenue is positively related to CEOs’ 

expectancies of IT with a path coefficient of 0.125 (t=2.0117, p<.05), suggesting higher 

IT spending as a percent of revenue is associated with stronger CEO beliefs that IT can 

help significantly increase business value and strategic advantage. Higher percentage of 

IT expenditure is often observed in IT-intensive industries, such as the financial industry. 

CEOs in IT-intensive industries may have more exposure to stories of using IT to achieve 

competitive advantage, thus may have developed more positive beliefs in IT’s value 

adding potential. It is also likely that CEOs who have invested a large amount in IT tend 

to expect that significant payoffs from the investment will be generated. Conversely, if 

CEOs doubt IT’s potential to increase value, they likely will control IT budget. 

CEOs’ length of working together with their IT executives is negatively related to 

CEOs’ perceptions of IT executives in general with a path coefficient of -0.131 

(t=2.3458, p<.05). The results suggest that the longer CEOs have worked with their IT 

executives, the less favourable perceptions they have towards IT executives in general. 
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These perceptions are consistent with the common stereotypes of IT executives, such as 

lacking business acumen and strategic ability.  The results may suggest that these 

stereotypes can persist. The results are counterintuitive in that greater familiarity with 

their IT executives would be expected to lead to more personalized views of their IT 

executives. Nonetheless, the results are consistent with prior studies that found 

unfavourable perceptions of IT personnel and IT executives can persist even though the 

IT personnel and IT executives have been with the company for many years and do 

understand business and strategic issues. It would be interesting future research to further 

investigate the phenomenon. 

CEOs’ compatibility with their IT executives is positively related to CEOs’ 

expectancies of their IT executives (in specific) with a path coefficient of 0.317 

(t=5.3809, p<.001). The results suggest that positive intrinsic relationship between CEOs 

and their IT executives help to enhance CEOs’ expectancies of their IT executives. The 

fact that the main effects from illusory cognition held strong when compatibility is 

controlled also indicates that how CEOs’ perceive their IT executives can be influenced 

by illusory correlations, regardless of close personal relationship between CEOs and their 

IT executives. CEOs’ perceptions of IT executives in general can be evoked and 

generalized to their specific IT executives despite the CEOs and their IT executives are 

highly compatible. The results also suggest that IT executives can potentially influence 

their CEOs’ beliefs in their ability to increase business value and strategic advantage, by 

cultivating inter-personal relationship with their CEOs. 

IT executives’ business education is positively related to CEOs’ perceptions of IT 

executives (in general) with a path coefficient of 0.150 (t=2.2539), p<.05), suggesting 
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that CEOs view IT executives who have a common knowledge background with 

themselves as more favourably than other IT executives. The results likely hold because 

IT executives who have extensive business education have a large shared knowledge base 

with the CEOs, thus can better communicate with the CEOs, and explain complex 

technology issues in language and terms that are easily comprehensible by CEOs, who 

likely can better appreciate IT executives’  business acumen and strategic ability. The 

results indicate that IT executives have the potential to enhance their CEOs’ perceptions 

of IT executives by emphasizing common language, terms, knowledge, and goals with 

the CEOs. 

Organizational IT spending as percent of revenue is positively related to CEOs’ 

expectancies of their own IT executives with a path coefficient of 0.121 (t=1.8884, p<.1), 

suggesting that the IT expenditure as percent of revenue correspond to the CEOs’ beliefs 

that their IT executives will significantly help increase business value and strategic 

advantage. Higher percentage of IT expenditure suggests that the organizations may be in 

IT-intensive industries, such as the financial industry. CEOs in IT-intensive industries 

may have more positive beliefs in their IT executives’ capacity of increasing business 

value and strategic advantage. It is also likely that CEOs who have invested a large 

amount in IT tend to expect that their IT executives will be able to generate significant 

payoffs from the investment. Conversely, if CEOs doubt their IT executives’ ability to 

increase value, they likely will control IT budget.  

The results have implications for the literature on IT perceptions. While 

attempting to understand IT perceptions, existing perspectives have generally not 

considered how CEOs’ perceptions of IT and IT executives might be formed. This study 
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represents the first research effort to study the cognitive antecedents of CEOs’ IT 

perceptions. In this sense, this research contributes to the literature by highlighting a set 

of cognitive processes that can affect CEOs’ IT perceptions. As reviewed in the first 

paper, IT executives have been questioned for decades for failing to achieve a level of 

organizational transformation commensurate with expectations. The literature has 

assumed that limited IT business value outcomes are primarily due to the innate nature of 

IT and inadequacies of the IT executives, and has resigned itself to identifying the 

circumstances under which IT can be least damaging (e.g., adopting conservative IT 

management), and circumstance under which IT managers can better contribute to 

business (e.g., the contingency view of IT performance). The theoretical and empirical 

implications of this study suggest that it may be worthwhile to examine how illusory 

cognition may affect CEOs’ perceptions to unleash IT’s beneficial effects to business.  

The findings have several implications for research and practice on IT and 

business management. The long-standing questioning of the contribution of IT and IT 

executives has led business leaders to avoid using IT for strategic purposes. Based on 

well-developed theory, this research suggests that biases can arise in how IT and IT 

executives are perceived. Illusory cognition leads to erroneous correlation and causal 

inferences in the absence of supporting evidence and result in biased perceptions of IT 

and IT executives. Given the novelty of IT and the numerical rarity of IT executives in 

management teams, IT and IT executives are readily subject to illusory cognitions that 

lead to unfavourable perceptions of IT and IT executives. However, the present study 

suggests the need to explicitly measure illusory cognitions when addressing this question, 

recognizing that CEOs may be more or less susceptible to the biased cognitive processes 
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when forming illusory correlations with regard to IT and IT executives. The literature 

suggests that studies that specify the cognitive processes underlying biased judgment are 

particularly valuable (Hamilton and Gifford 1976), as biased cognitive processes (e.g., 

pairing of IT or IT executives with negative incidences, and the processes of attention, 

retention, attribution, and generalization) can be managed and controlled to develop more 

realistic perceptions of IT and IT executives. The findings of this study thus suggest that 

unfavourable perceptions of IT executives that would otherwise result from illusory 

cognition may be avoided if the attention, retention, attribution, and generalization of 

negative incidences of IT and IT executives are controlled and adjusted.  

Some limitations that suggest future research opportunities also deserve 

acknowledgement and discussion. First, like most research on perceptions, the study uses 

CEOs’ self-reports. The use of CEOs’ self-reports was a balanced decision to optimize 

direct access to CEOs’ primary data, the size, representativeness and responsiveness of 

the sampling frame, and the robustness of construct measurement. The use of CEOs’ self-

reports may invite a concern for common method bias. Although common method bias 

has been found to artificially inflate the relationships in some studies, research finds that 

it occurs infrequently in practice (Crampton and Wagner 1994), and the threat may be 

minimal (Spector 2006). Further analysis shows that the path relationships among 

theoretically unrelated variables are nil and insignificant (Aiken and West 1991; Lindell 

and Whitney 2001), that hypothesized relationships are significant in opposite directions, 

and that significant moderating effects exist, suggesting that common method bias is not 

likely a concern in this study. Results of statistical tests following the recommendations 

of Podsakoff et al. (2003) and Liang et al. (2003) show that little variance is explained by 
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the addition of the common method construct, and all loadings on the method construct 

are insignificant, further suggesting that common method bias is not likely a concern in 

this study. Future studies that use other measurement scales can contribute to additional 

knowledge and understanding. 

Second, the study sampled large- and medium- sized Canadian firms in the 

financial, manufacturing, and service industries. This sample may not be representative of 

extremely large organizations or, for that matter, similar organizations from other 

countries and geographical regions. The results of this research provide a possible avenue 

for future research; that is, to study organizations of different sizes and/or in other 

industries and/or in other geographic areas to see if the relationships are significant. 

Future research could also extend the theoretical framework developed in this study to 

examine the influence of CEO expectancies in smaller firms and in other geographic 

areas.  

The research shows that the illusory correlation theoretical approach provides a 

useful analytical framework for understanding CEOs’ perceptions of IT and IT 

executives in organizations. Many other IT outcomes, such as IS risk management, IS 

development, IT implementation, IT outsourcing decisions, IT project management, and 

outcomes of a variety of other IT management areas may also be affected by illusory 

correlations. Furthermore, while the effects of the control variables on the dependent 

variables were studied along with the main effect in the present research, more intricate 

relationships between these variables with the focal constructs may warrant future 

research.  
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Conclusion 

The intent of this study was to examine the cognitive antecedents of the CEOs’ 

perceptions of IT and IT executives. The results suggest that a spectrum of illusory 

cognitive processes can affect how CEOs perceive IT and IT executives. Illusory 

correlation most likely arises given the novelty of IT and the numerical rarity of IT 

executives and unfamiliarity with IT executives. The research also has important 

implications for management practice. The study provides senior managers reasons and 

means to attend to their perceptions of IT and IT executives, and explore the cognitive 

sources of their perceptions. Rendering these cognitive processes explicit paves the way 

for a better understanding of the key roles that IT can play in value creation and 

enhancing organizational performance. For organizations to benefit from IT investments, 

we need to have a better understanding of how perceptions of IT and IT executives can be 

affected by the illusory cognitive processes associated with IT and IT executives. 
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Figure 4-1: Research Framework 
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Table 4-1: Descriptive Statistics 

Variables Mean Standard 

Deviation 

Firm size (number of employees) 2363.074 8767.435 

IT spending as percent of revenue 4.914  5.791 

Industry (-1 represents low IT-intense industry, 0 

represents medium IT-intense industry, 1 represents 

high IT-intense industry)  0.169 0.555 

Years CEO and IT Executive worked together 8.102 6.830 

CEO’s years of post secondary education in IT 1.411 3.033 

CEO’s years of experience in IT  9.633 11.769 

CEO age on a scale of 1 to 5, (1 represents 30 and 

below, 2 represents 31-40, 3 represents 41-50, 4 

represents 51-60, 5 represents above 60) 3.730 0.795 

IT Executive’s years of post secondary education in 

business (non IT) 3.353 4.392 

IT Executive’s years of experience in business (non IT) 12.219 9.688 

Compatibility between CEO and IT Executive on a scale 

of 1 to 7 (1 represents Highly Incompatible, 7 represents 

Highly Compatible) 5.012 1.446 
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CEO’s tenure in the company (in years) 15.572 10.803 

CEO’s belief that his/her IT executive would make a 

good candidate for a CEO on a scale of 1 to 7 (1 

represents Strongly Disbelieve, 7 represents Strongly 

Believe) 2.750 1.774 

IT executive’s total compensation as a percent of that of 

the most important business executive (total 

compensation includes salary, bonus, stocks and 

options, etc.) 66.709 24.062 
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Table 4-2: Tests for Non-Respondent Bias 

T-Test for Equality of Means Between Early Responses and Late Responses 

 Variables T-Value Significance  

(2-tailed) 

 Variables T-Value Significance  

(2-tailed) 

ITCI1 -1.128 0.260 ITECI1 -1.886 0.060 

ITCI2 -0.229 0.819 ITECI2 0.149 0.882 

ITCI3 -0.441 0.659 ITECI3 -0.036 0.971 

ITCI4 1.761 0.079 ITECI4 -0.229 0.819 

ITCI5 0.157 0.875 ITECI5 1.225 0.222 

ITCI6 -0.579 0.563 ITECI6 -0.157 0.876 

ITCI7 -0.205 0.838 ITECI7 -0.051 0.959 

ITCE1 -1.161 0.246 ITECE1 0.913 0.362 

ITCE2 0.517 0.606 ITECE2 0.960 0.338 

ITCE3 -0.552 0.581 ITECE3 -0.179 0.858 

ITCE4 0.482 0.630 ITECE4 -1.554 0.121 

ITEPG1 0.850 0.396 ITEPG3 0.329 0.742 

ITEPG2 -0.274 0.784 ITEPG4 1.475 0.141 

ITV1 -0.488 0.626 ITEV1 -0.156 0.876 

ITV2 -0.083 0.934 ITEV2 0.553 0.580 

ITV3 -0.505 0.614 ITEV3 -0.416 0.678 



253 

 

ITV4 0.173 0.863 ITEV4 1.018 0.310 

ITSA1 0.612 0.541 ITESA1 0.587 0.558 

ITSA2 0.166 0.868 ITESA2 0.372 0.710 

ITSA3 -0.134 0.893 ITESA3 -0.058 0.954 

ITSA4 -0.296 0.767 ITESA4 -0.048 0.961 

Length CEO and 

IT Executive 

Worked Together -0.602 0.548 

IT Executive 

Business 

Education 0.565 0.572 

IT Executive 

Compensation 0.411 0.682 

IT Executive 

Business 

Experience -0.495 0.621 

CEO IT 

Education 1.009 0.314 

IT Executive 

Potential As 

CEO 0.644 0.520 

CEO IT 

Experience -0.958 0.339 

CEO/IT 

Executive 

Compatibility 1.382 0.168 

CEO Tenure 0.231 0.818 CEO Age -0.223 0.824 

 

   

T-Test for Equality of Means Between Firm 

Characteristics of Early Responses and Late 

T-Test for Equality of Means Between 

Firm Characteristics of Respondents 
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Responses and Non-respondents 

 Variables T-Value Significance  

(2-tailed) 

 Variables T-Value Significance  

(2-tailed) 

Firm Size -0.013 0.990 Firm Size -0.049 0.961 

Industry  0.191 0.849 Industry 0.403 0.687 

IT Spending as 

Percent of Revenue 0.502 0.616 Sales 0.087 0.931 
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Table 4-3: Inter-Judge Agreements 

Cohen's Kappa 

 

 

Round1 

 

 

0.72 

 

 

Round 2 

 

 

0.85 

0.81 0.88 

0.79 0.85 

0.83 0.86 

0.71 0.82 

0.69 0.84 

Average 0.76  Average 0.85 

Placement Ratios 

Construct Round 1 Construct Round 2 

ITBV 0.75 ITBV 0.94 

ITSA 0.75 ITSA 1.00 

ITEBV 0.88 ITEBV 0.94 

ITESA 0.88 ITESA 1.00 

ITEPG 0.88 ITEPG 0.94 

Average 0.83 Average 0.96 

 

  



256 

 

Table 4-4: Descriptive Statistics and Indicator Loadings by Construct* 

Constructs Indicators Items  

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as CEOs’ beliefs of IT, and of their own IT 

executives in specific compared to CEOs’ beliefs of their top 

three other business executives.) 

Mean STD Loading 

IT Business Value 

Beliefs (Jarvenpaa 

and Ives 1991; 

Kaarst-Brown 2005; 

Porra et al. 2005) 

ITBV1 I believe that IT will help us significantly reduce costs. 4.942 1.427 0.715 

ITBV2 I believe that IT will help us significantly enhance revenue. 4.853 1.287 0.840 

ITBV3 I believe that IT will help us significantly enhance business 

agility.  5.568 1.066 0.838 

ITBV4 I believe that IT will help us significantly foster business 

growth.  5.168 1.230 0.869 

IT Strategic 

Advantage Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005; Porra et al. 

2005) 

ITSA1 I believe that IT will help us significantly increase competitive 

advantage.  5.523 1.153 0.867 

ITSA2 I believe that IT will help us significantly increase long term 

strategic viability.  5.461 1.200 0.879 

ITSA3 I believe that IT will help us significantly identify and capture 

opportunities for competitive differentiation.  5.104 1.305 0.874 

ITSA4 I believe that IT will help us significantly gain an edge in the 

business competition.  5.312 1.213 0.902 

IT Executive ITEV1 I believe that my IT executive will help me significantly reduce 4.458 1.478 0.794 
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Business Value 

Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005;  Porra et al. 

2005) 

costs. 

ITEV2 I believe that my IT executive will help me significantly 

increase revenue. 3.994 1.389 0.864 

ITEV3 I believe that my IT executive will help me significantly 

increase business agility. 4.849 1.451 0.894 

ITEV4 I believe that my IT executive will help me significantly foster 

business growth. 4.421 1.500 0.893 

IT Executive 

Strategic Advantage 

Beliefs 

(Jarvenpaa and Ives 

1991; Kaarst-Brown 

2005;  Porra et al. 

2005) 

ITESA1 I believe that my IT executive will help me significantly create 

and execute compelling IT visions. 4.945 1.500 0.827 

ITESA2 I believe that my IT executive will help me significantly 

increase competitive advantage. 4.673 1.470 0.898 

ITESA3 I believe that my IT executive will help me significantly define 

and refine business visions and strategies. 4.251 1.513 0.907 

ITESA4 I believe that my IT executive will help me significantly 

identify and capture opportunities for strategic differentiation. 4.286 1.543 0.920 

 

CEO Perceptions 

of IT Executives 

(General) 

(Ashforth and Mael 

1989;  Hogg and 

Hains 1996; 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as CEOs’ opinions of IT executives, compared to 

CEOs’ opinions of other typical business executives.) 

Mean Standard 

Deviation 

Loadings 

ITEP1 IT executives are technically oriented rather than strategic. 4.221 1.515 0.829 
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Jarvenpaa and Ives 

1991; Kaarst-

Brown 2005; Porra 

et al. 2005) 

(Reverse coded)  

ITEP2 IT executives are reactive to, rather than visionary of, future 

problems and opportunities. (Reverse coded)  3.497 1.521 0.825 

ITEP3 IT executives are technology savvy rather than business astute. 

(Reverse coded) 4.262 1.438 0.893 

ITEP4 IT executives are internally-focused on operations and 

technologies, rather than externally-focused on the market and the 

competition. (Reverse coded)  4.404 1.542 0.859 

*Note: All loadings are significant at the .001 level. 
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Table 4-5: Composite Reliability of Constructs 

Constructs Composite Reliability 

IT Business Value Beliefs 0.889 

IT Strategic Advantage Beliefs 0.936 

IT Executives Business Value Beliefs 0.907 

IT Executives Strategic Advantage Beliefs 0.939 

Perceptions of IT Executives (General) 0.913 

Note: Composite reliability is not assessed for formative constructs.  
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Table 4-6: Discriminant Validity of Constructs  

  

IT BV Beliefs IT SA Beliefs IT Executives BV 

Beliefs 

IT Executives 

SA Beliefs 

Perceptions of IT 

Executives (General) 

IT BV Beliefs 0.667     

IT SA Beliefs 0.593 0.785    

IT Executives BV Beliefs 0.332 0.326 0.711   

IT Executives SA Beliefs 0.229 0.358 0.702 0.794  

Perceptions of IT Executives (General) 0.040 0.086 0.117 0.153 0.724 

Note: Diagonals are AVEs and off diagonals represent covariance between constructs.  
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Table 4-7: Item Loadings and Cross Loadings I 
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ITBV1 0.71 0.46 0.06 0.06 0.10 0.04 0.03 -0.02 -0.04 0.02 0.15 -0.01 -0.10 

ITBV2 0.84 0.59 0.07 0.10 0.17 0.07 0.03 0.00 -0.07 -0.05 0.11 0.07 -0.06 

ITBV3 0.84 0.71 0.06 0.07 0.02 0.06 0.08 0.03 0.03 0.00 0.15 0.00 -0.07 

ITBV4 0.87 0.72 0.04 0.12 0.15 0.06 0.08 0.06 0.05 -0.08 0.22 0.06 -0.08 

ITSA1 0.70 0.87 -0.02 0.10 0.05 0.09 0.12 0.06 0.02 0.01 0.23 0.06 -0.03 

ITSA2 0.69 0.88 0.05 0.11 0.13 0.03 0.08 0.03 0.04 -0.02 0.25 -0.04 -0.05 

ITSA3 0.61 0.87 0.02 0.02 0.12 -0.11 0.07 0.08 0.02 -0.01 0.16 -0.14 -0.12 

ITSA4 0.64 0.90 0.00 0.06 0.10 -0.03 0.11 0.12 0.06 0.00 0.19 -0.08 -0.13 

Firm  Size 0.07 0.01 1.00 -0.08 0.04 -0.14 -0.02 -0.09 0.02 0.02 -0.01 -0.03 -0.02 

Industry 0.11 0.09 -0.08 1.00 0.39 0.10 0.12 0.15 -0.02 0.02 0.10 0.07 -0.03 

IT Spending 0.14 0.11 0.04 0.39 1.00 -0.07 0.02 0.09 0.05 -0.09 0.14 -0.05 0.08 

Length Working Together 0.07 0.00 -0.14 0.10 -0.07 1.00 0.06 0.03 -0.01 0.02 -0.05 0.32 0.09 

CEO IT Education 0.07 0.11 -0.02 0.12 0.02 0.06 1.00 0.39 0.02 -0.09 -0.04 0.08 -0.08 

CEO  IT Experience 0.03 0.08 -0.09 0.15 0.09 0.03 0.39 1.00 -0.02 -0.06 0.04 0.03 0.13 

IT Executive Business Education -0.01 0.04 0.02 -0.02 0.05 -0.01 0.02 -0.02 1.00 0.24 -0.03 0.03 0.03 

IT Executive Business Experience -0.04 -0.01 0.02 0.02 -0.09 0.02 -0.09 -0.06 0.24 1.00 -0.05 -0.02 0.00 

Compatibility 0.19 0.24 -0.01 0.10 0.14 -0.05 -0.04 0.04 -0.03 -0.05 1.00 0.02 0.01 

CEO Tenure 0.04 -0.05 -0.03 0.07 -0.05 0.32 0.08 0.03 0.03 -0.02 0.02 1.00 0.22 

CEO Age -0.09 -0.10 -0.02 -0.03 0.08 0.09 -0.08 0.13 0.03 0.00 0.01 0.22 1.00 
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Table 4-8: Item Loadings and Cross Loadings II 
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ITEPG1 0.83 0.31 0.33 0.06 -0.02 -0.03 -0.07 0.06 0.04 0.15 0.04 0.06 -0.04 -0.02 

ITEPG2 0.82 0.33 0.40 0.11 0.02 -0.01 -0.02 0.08 0.00 0.07 0.01 0.22 -0.10 -0.09 

ITEPG3 0.89 0.28 0.30 0.13 0.01 -0.03 -0.12 0.06 0.01 0.12 0.12 0.08 -0.04 0.01 

ITEPG4 0.86 0.26 0.31 0.15 0.02 -0.04 -0.11 0.06 0.03 0.09 -0.02 0.09 -0.05 0.01 

ITEBV1 0.34 0.79 0.62 0.10 0.04 0.09 -0.04 0.04 0.00 0.07 0.02 0.32 -0.04 -0.08 

ITEBV2 0.31 0.86 0.72 0.05 0.09 0.19 0.00 0.11 0.02 0.01 -0.05 0.28 0.00 -0.01 

ITEBV3 0.29 0.89 0.77 0.06 0.10 0.07 -0.06 0.02 0.01 0.09 0.07 0.33 0.04 -0.01 

ITEBV4 0.26 0.89 0.77 0.05 0.10 0.14 -0.01 0.06 0.05 0.07 0.01 0.29 0.05 0.01 

ITESA1 0.29 0.69 0.83 0.05 0.07 0.07 -0.04 0.07 0.05 0.06 0.02 0.43 0.08 0.04 

ITESA2 0.35 0.81 0.90 0.06 0.11 0.12 0.02 0.07 0.04 0.10 0.03 0.30 0.05 0.00 

ITESA3 0.37 0.73 0.91 0.11 0.06 0.15 -0.01 0.09 0.05 0.07 0.02 0.25 0.00 0.03 

ITESA4 0.38 0.75 0.92 0.08 0.03 0.14 -0.07 0.06 0.05 0.09 0.05 0.28 -0.05 0.00 

Firm Size 0.13 0.07 0.08 1.00 -0.08 0.04 -0.14 -0.02 -0.09 0.02 0.02 -0.01 -0.03 -0.02 

Industry 0.01 0.10 0.07 -0.08 1.00 0.39 0.10 0.12 0.15 -0.02 0.02 0.10 0.07 -0.03 

IT Spending as Percent of -0.03 0.14 0.14 0.04 0.39 1.00 -0.07 0.02 0.09 0.05 -0.09 0.14 -0.05 0.08 
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Revenue 

Length Working Together -0.09 -0.03 -0.03 -0.14 0.10 -0.07 1.00 0.06 0.03 -0.01 0.02 -0.05 0.32 0.09 

CEO IT Education 0.08 0.07 0.08 -0.02 0.12 0.02 0.06 1.00 0.39 0.02 -0.09 -0.04 0.08 -0.08 

CEO IT Experience 0.02 0.02 0.05 -0.09 0.15 0.09 0.03 0.39 1.00 -0.02 -0.06 0.04 0.03 0.13 

IT executive Business Education 0.13 0.07 0.09 0.02 -0.02 0.05 -0.01 0.02 -0.02 1.00 0.24 -0.03 0.03 0.03 

Business Experience 0.05 0.02 0.03 0.02 0.02 -0.09 0.02 -0.09 -0.06 0.24 1.00 -0.05 -0.02 0.00 

Compatibility 0.13 0.35 0.35 -0.01 0.10 0.14 -0.05 -0.04 0.04 -0.03 -0.05 1.00 0.02 0.01 

CEO Tenure -0.07 0.02 0.02 -0.03 0.07 -0.05 0.32 0.08 0.03 0.03 -0.02 0.02 1.00 0.22 

CEO Age -0.03 -0.02 0.02 -0.02 -0.03 0.08 0.09 -0.08 0.13 0.03 0.00 0.01 0.22 1.00 
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Table 4-9: Indicator Weights, T-Values and VIFs 

IT Correlation 

Initiation 

(Hamilton and 

Gifford 1976, 

2004; Hamilton 

and Rose 1980; 

Mullen and 

Johnson 1990; 

Porra et al. 2005; 

Jarvenpaa and 

Ives 1991; 

Kaarst-Brown 

2005) 

 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as CEOs’ cognition of various incidences 

associated with IT.) 

Mean STD Weight T-Value VIF 

ITCI1 I’m impressed by media (e.g. Internet, TV, newspaper, 

industry publications, etc.) reports of IT related failures. 2.951 1.363 0.226 10.946 1.601 

ITCI2 I’m impressed by experts’ (e.g. consultants, researchers, 

authorities, etc.) opinions such as IT is service/support 

and/or is inconsequential to strategic advantage. 2.818 1.360 0.246 14.887 1.973 

ITCI3 I’m impressed by peers’ (e.g. CEOs, CFOs and business 

unit directors, etc.) opinions such as IT has questionable 

benefits and/or IT spending needs to be reduced. 2.981 1.438 0.255 15.158 1.842 

ITCI4 My opinion of IT is affected by my observation of 

escalating IT expenses with limited added benefits. 3.801 1.570 0.279 14.893 1.579 

ITCI5 My opinion of IT is affected by my disappointing past 

personal experience with IT. 3.549 1.676 0.300 15.958 2.136 

ITCI6 My opinion of IT is affected by my positive past personal 

experience with IT. (Reverse coded.) 4.878 1.324 0.201 8.555 1.876 

ITCI7 My opinion of IT is affected by my deep knowledge and 4.117 1.511 0.138 5.805 2.610 
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understanding of IT. (Reverse coded.) 

 

IT Correlation 

Establishment 

(Hamilton and 

Gifford 1976, 

2004; Hamilton 

and Rose 1980; 

Mullen and 

Johnson 1990; 

Porra et al. 2005; 

Kaarst-Brown 

2005) 

 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as CEOs’ cognition of IT’s problems, compared 

to other functional areas’ problems in fulfilling business 

and/or strategic goals.) 

Mean STD Weight T-Value VIF 

ITCE1 IT’s problems in fulfilling business and/or strategic goals 

catch my attention easily. 4.630 1.339 0.189 5.369 1.678 

ITCE2 I can recall IT’s problems in fulfilling business and/or 

strategic goals easily. 4.455 1.382 0.283 11.430 1.740 

ITCE3 Many problems in business and/or strategy can be caused 

by IT problems.  3.945 1.457 0.403 16.970 1.753 

ITCE4 IT is prone to problems in fulfilling business and/or 

strategic goals.  3.668 1.378 0.510 14.648 2.105 

        

IT Executives 

Correlation 

Initiation 

(Hamilton and 

Gifford 1976, 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as CEOs’ cognition of various incidences 

associated with IT executives.) 

Mean STD Weight T-Value VIF 
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2004; Hamilton 

and Rose 1980; 

Mullen and 

Johnson 1990; 

Porra et al. 2005; 

Jarvenpaa and 

Ives 1991; 

Kaarst-Brown 

2005) 

ITECI1 I’m impressed by media (e.g. Internet, TV, newspaper, 

industry publications…) stories that describe IT 

executives as being technology savvy and/or technically 

oriented.  3.934 1.341 0.182 4.140 1.535 

ITECI2 I’m impressed by peers’ (e.g. CEOs, CFOs and business 

unit directors...) opinions such as IT executives should 

mainly support the business and/or reduce IT spending.  3.887 1.347 0.381 8.580 2.201 

ITECI3 I’m impressed by experts’ (e.g. consultants, researchers, 

authorities...) opinions such as IT executives should 

primarily provide service and/or avoid taking risks with 

IT.  3.558 1.328 0.172 3.096 2.086 

ITECI4 My opinion of IT executives in general is affected by my 

observation of some IT executives as being technology 

savvy and/or technically oriented.  4.631 1.273 0.309 7.107 1.287 

ITECI5 My opinion of IT executives in general is affected by my 

disappointing past personal experience with IT executives. 3.504 1.471 0.491 10.478 1.989 

ITECI6 My opinion of IT executives in general is affected by my 

positive past personal experience with IT executives. 

(Reverse coded.)  4.631 1.290 0.255 6.033 2.093 

ITECI7 My opinion of IT executives in general is affected by my 

deep knowledge and understanding of IT executives. 

(Reverse coded.) 4.069 1.300 0.090 2.582 2.752 
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IT Executives 

Correlation 

Establishment 

(Hamilton and 

Gifford 1976, 

2004; Hamilton 

and Rose 1980; 

Mullen and 

Johnson 1990; 

Porra et al. 2005; 

Kaarst-Brown 

2005) 

Indicators Items 

(Items were measured as 7 point Likert Scale, 1 represents 

Strongly Disagree, 7 represents Strongly Agree, and were 

measured as CEOs’ cognition of IT executives’ mistakes 

compared to other business executives’ mistakes in 

fulfilling business and/or strategic goals) 

Mean STD Weight T-Value VIF 

ITECE1 IT executives’ mistakes in business and/or strategy catch 

my attention easily.  4.284 1.304 0.209 3.346 2.440 

ITECE2 I can recall IT executives’ mistakes in business and/or 

strategy easily.  4.145 1.315 0.425 6.620 2.593 

ITECE3 Many business problems can be caused by IT executives’ 

lack of ability in business and/or strategy.  4.131 1.424 0.198 3.317 1.796 

ITECE4 IT executives are prone to mistakes in business and/or 

strategy.  3.299 1.262 0.518 8.251 1.650 
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* (p<0.1) 

** (P<0.05) 

*** (P<0.01) 

  

Table 4-10:  Path Coefficients of Structural Model (T-Statistics) I 
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CEO 

Perceptions of  

IT 

-0.357*** 

(6.234)   

-0.125** 

(2.543) 

0.02 

(0.367) 

0.015 

(0.269) 

0.071 

(1.457) 

-0.01 

(0.178) 

0.012 

(0.209) 

-0.034 

(0.517) 

0.141** 

(2.292) 

0.06** 

(2.155) 

-0.014 

(0.258) 

0.125** 

(2.012) 

IT Business 

Value Beliefs   

0.931*** 

(102.652)                       

IT Strategic 

Advantage 

Beliefs   

0.949*** 

(139.970)                       

Correlation 

Initiation 

0.869*** 

(78.998)                         

Correlation 

Establishment 

0.726*** 

(32.483)                         
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* (p<0.1) 

** (P<0.05) 

*** (P<0.01)  

Table 4-11:  Path Coefficients of Structural Model (T-Statistics) II 
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CEOs’ IT 

Executives 

Perceptions 

(General) 

-0.41*** 

(7.416) 

0.336*** 

(6.367) 

-0.131** 

(2.346) 

0.078 

(1.030) 

-0.013 

(0.199) 

0.15** 

(2.254) 

-0.014 

(0.238) 

0.085 

(1.222) 

-0.037 

(0.564) 

-0.052 

(1.065) 

0.101 

(1.618) 

0.011 

(0.175) 

-0.045 

(0.812) 

CEOs’ IT 

Executives 

Perceptions 

(Specific)     

0.014 

(0.261) 

0.067 

(1.016) 

-0.01 

(0.161) 

0.036 

(0.480) 

0.04 

(0.586) 

0.317*** 

(5.381) 

0.041 

(0.736) 

-0.008 

(0.147) 

0.042 

(1.141) 

-0.005 

(0.084) 

0.121* 

(1.888) 

IT Executive 

Business Value 

Beliefs   

0.953*** 

(152.088)                       

IT Executive 

Strategic 

Advantage Beliefs   

0.964*** 

(232.455)                       

Correlation 

Initiation 

0.836*** 

(45.784)                         

Correlation 

Establishment 

0.748*** 

(30.224)                         
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Table 4-12: Common Method Bias Check 

Construct Indicators Substantive Factor 

Loading (R1) 

R1 Square T Statistics Method Factor 

Loading (R2) 

R2 Square T Statistics 

IT Value 

Beliefs 

ITBV1 0.788 0.621 6.645 -0.093 0.009 0.756 

ITBV2 0.911 0.829 10.247 -0.100 0.010 0.973 

ITBV3 0.779 0.607 7.744 0.114 0.013 1.125 

ITBV4 0.833 0.693 11.227 0.058 0.003 0.699 

IT Strategic 

Advantage 

Beliefs 

ITSA1 0.808 0.653 8.595 0.082 0.007 0.835 

ITSA2 0.772 0.596 6.695 0.157 0.025 1.518 

ITSA3 0.976 0.952 14.026 -0.130 0.017 1.487 

ITSA4 0.984 0.968 13.419 -0.108 0.012 1.039 

IT Executives 

Value Beliefs 

ITEBV1 0.782 0.611 10.747 -0.031 0.001 0.361 

ITEBV2 0.846 0.716 19.156 -0.043 0.002 0.725 

ITEBV3 0.926 0.858 23.835 0.063 0.004 1.125 

ITEBV4 0.896 0.802 19.740 0.007 0.000 0.102 

IT Executives 

Strategic 

Advantage 

Beliefs 

ITESA1 0.880 0.775 14.575 0.098 0.010 1.169 

ITESA2 0.896 0.803 16.190 0.002 0.000 0.032 

ITESA3 0.886 0.785 19.042 -0.046 0.002 0.758 

ITESA4 0.893 0.798 22.034 -0.044 0.002 0.792 

CEO 

Perceptions of 

ITEPG1 0.780 0.608 7.775 0.077 0.006 0.717 

ITEPG 2 0.883 0.780 9.401 -0.091 0.008 0.806 
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IT Executives 

(General) 

ITEPG 3 0.894 0.799 13.170 0.008 0.000 0.106 

ITEPG 4 0.862 0.742 9.794 0.000 0.000 0.001 

IT Correlation 

Initiation 

ITCI1 0.704 0.496 3.516 0.171 0.029 0.707 

ITCI2 0.692 0.479 3.668 0.022 0.000 0.099 

ITCI3 0.685 0.469 3.603 0.019 0.000 0.084 

ITCI4 0.693 0.480 3.849 0.070 0.005 0.330 

ITCI5 0.684 0.468 3.925 0.017 0.000 0.083 

ITCI6 0.407 0.165 1.924 -0.136 0.018 0.510 

ITCI7 0.276 0.076 1.074 -0.192 0.037 0.698 

IT Correlation 

Establishment 

ITCE1 0.642 0.413 6.695 0.401 0.160 1.878 

ITCE2 0.741 0.550 8.383 0.235 0.055 1.550 

ITCE3 0.739 0.546 11.437 -0.069 0.005 0.595 

ITCE4 0.704 0.496 7.836 -0.343 0.118 1.005 

IT Executive 

Correlation 

Initiation 

ITECI1 0.729 0.532 6.788 0.115 0.013 1.027 

ITECI2 0.881 0.776 24.398 0.015 0.000 0.250 

ITECI3 0.840 0.706 18.349 -0.108 0.012 1.558 

ITECI4 0.538 0.290 0.918 -0.295 0.087 1.542 

ITECI5 0.289 0.083 0.755 -0.235 0.055 1.256 

ITECI6 0.789 0.622 1.706 -0.068 0.005 0.444 

ITECI7 0.751 0.564 1.484 0.006 0.000 0.041 

IT Executive ITECE1 0.841 0.708 18.980 0.117 0.014 1.682 
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Correlation 

Establishment 

ITECE2 0.848 0.719 21.229 0.032 0.001 0.475 

ITECE3 0.722 0.521 9.175 -0.051 0.003 0.574 

ITECE4 0.545 0.297 4.544 -0.152 0.023 1.356 
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Chapter 5: General Discussion and Conclusion 

The purpose of this dissertation is to achieve a deeper understanding of the 

pervasive forces and mechanisms that underlie an important organizational phenomenon, 

IT business value. Although it has been long recognized that IT business value relies on a 

strong IT-business partnership, extant literature on IT’s value impact has mainly focused 

on the IT side (e.g., studies on improving IT alignment or developing IT capabilities), and 

the roles and importance of the business side have been largely ignored. This research 

focuses on studying the business side of the business-IT equation and examines the 

expectancies and behaviours of business leaders, in particular CEOs, and how they can 

impact IT’s business value outcomes. By developing new theoretical frameworks and 

testing them with CEOs of large- and medium- sized organizations in various industries, 

this dissertation contributes to the theory and practice by providing a deeper 

understanding on how organizations can enhance the business value of their IT 

investment. 

The first paper focuses on examining the antecedents of IT’s business value, by 

linking CEOs’ expectancies, their leadership behaviours, IT’s strategic roles and business 

performance. The second paper extends the first paper and focuses on social antecedents, 

namely social categorization and social identification, which predict CEOs’ expectancies 

of their IT executives. The third paper extends the first paper and the second paper and 

focuses on a cognitive antecedent, illusory correlation, which predicts CEOs’ 

expectancies of IT and their IT executives. These social and cognitive antecedents derive 

naturally from the perceived distinctiveness and unusualness of IT and IT executives in 

organizations. The three papers are tightly linked. Consistent with the predictions of 
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social identity theory and illusory correlation theory, the social and cognitive antecedents 

represent important factors that can influence CEOs’ expectancies of IT and their IT 

executives, leading to business value outcomes that correspond to their expectancies. The 

following sections provide a general discussion of the overall findings followed by a 

summary and conclusion for the dissertation.  

Focusing on self-fulfilling prophecy theory (e.g., Pygmalion effect), the first 

paper develops and tests a theoretical model that examines how CEOs’ expectancies of 

IT and their IT executives can impact IT’s business value. The nomological network 

flows from expectancies to business performance outcomes through CEOs’ IS behaviours 

and IT’s strategic roles. Industry experts have long advocated that it is imperative for IT 

to play strategic roles in organizations, yet the exact nature of these roles is not clearly 

understood and articulated in the literature. This paper conceptualizes IT’s strategic roles 

as four dimensions that can directly impact business performance. Moreover, this study 

suggests that CEOs can be important in influencing IT’s business value outcomes, by 

proposing a spectrum of CEOs’ IS leadership behaviours that can enhance their IT 

executives’ capacity to take on strategic roles and contribute to increasing business value 

and strategic advantage.  

The results suggest that CEOs’ expectancies of IT and IT executives significantly 

predict CEOs’ IS leadership behaviours, that CEOs’ IS leadership behaviours predict 

their organizations’ IT strategic roles, and that IT’s strategic roles predict the business 

performance of their organizations. The model explained 36.7 percent of variance in firm 

business performance, a construct that is normally considered very difficult to influence. 

The findings suggest that there can be significant value in directing IT efforts towards 
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business relevant and strategically important activities, rather than towards mundane day-

to-day operations (e.g., basic system maintenance and upgrades) which offer limited 

opportunity to create organizational value. The results also highlight the significance of 

CEOs’ expectancies towards IT and their IT executives and the importance of CEOs’ 

leadership behaviours that endorse strategic roles of IT. The results suggest that 

predominant pessimistic perceptions of IT and IT executives may be counterproductive, 

and that perhaps the focus should shift away from challenging whether IT and IT 

executives are able to add value towards thinking how IT and IT executives can 

successfully play strategic roles that directly relate to business performance.  

The study contributes to the literature by modeling and testing a nomological 

network in business settings that are more complex than previous literature suggested. 

The theoretical model developed and tested in this dissertation not only examines the 

linkage of expectancies to performance outcomes, as most previous self-fulfilling 

prophecy studies primarily focused on, but also explicates the linkage from expectancies 

to behaviours, from behaviours to IT’s roles, and from IT’s roles to firm performance as 

the process unfolds. Previous studies of self-fulfilling prophecy theory mainly focused on 

the effects on individual level performance outcomes observed under relatively contrived 

experimental conditions. This study focuses on studying the effects on firm level 

performance outcomes of large- and medium- sized organizations across various 

industries, thereby contributing to the external validity and generalization of the theory. 

Having achieved a better understanding on how CEOs’ IT expectancies can 

impact business value outcomes, the second paper further explores what may influence 

CEOs’ expectancies of their IT executives. To address this question, this paper 
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investigates pervasive social factors that can affect CEOs’ value expectancies of IT 

executives using social identity theory. Social identity theory posits that people tend to 

perceive positive distinctiveness of in-group members and develop negative perceptions 

of out-group members. Such effects have received extensive support in the literature, and 

it has been found that they are so pervasive that simply assigning an individual to a 

meaningless group can evoke the effects. Having been replicated in many “minimal 

group” settings (meaningless grouping without any strong leadership or member 

interdependence, communication, or cohesion), in-group favouritism and discrimination 

against out-group members can arise even when members are randomly assigned and 

anonymous. 

If in-group favouritism can occur when group membership is trivial and 

meaningless, then given the pervasive IT-business divide in organizations, social 

categorization and identification may be crucial to understanding CEOs’ perceptions of 

IT executives. The salience of categorization between business and IT personnel is well 

documented in the literature as well as in practice. The results suggest that the more 

CEOs perceive distinct social categories based on the functional difference between IT 

and business, the more they socially identify with business executives in contrast to IT 

executives. In addition, the more CEOs socially identify with other business executives 

than with IT executives, the less favourable perceptions they develop towards IT 

executives. The results support the hypothesis that CEOs’ perceptions of IT executives in 

general can affect their expectancies of their own IT executives’ ability to help the 

organizations enhance business value and strategic advantage.  
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Previous social identity studies in organizational settings primarily focused on 

conceptualizing social identification and examining its effects. This study focuses on 

studying both social identification and social categorization. Research suggests that once 

people are categorized as part of a social group, they tend to associate their own identity 

with the group, thereby motivating people to achieve the positive distinctiveness of the 

in-group compared to an out-group. The research model includes not only social 

identification, but also social categorization, and examines how they may affect CEOs’ 

perceptions. In addition, previous social categorization studies typically use pre-existing 

group categorization in measuring the construct. This study uses a different method to 

conceptualize social categorization. This method takes into account that CEOs may have 

varying degrees of social categorization and identification regarding IT executives. 

Further, the study conceptualizes both CEOs’ perceptions of IT executives as a social 

group and their expectancies of their own IT executives, and tests the intricate 

relationship between these constructs. Social categorization and identification concern a 

social group, whereas the expectancies of an individual member of a social group are 

inferred from the general group perceptions. 

 The literature has long recognized the pervasive and persistent business/IT divide. 

The results of this study contribute to the literature by suggesting how this can arise. The 

divide most likely arises from CEOs’ social categorization due to the perceived 

distinctiveness between IT and business functions, and the subsequent CEOs’ social 

identification with IT executives versus business executives. The literature has also 

recognized the existence of limiting perceptions of IT executives in spite of counter 

evidences. The findings of this study contribute to the literature by suggesting how this 
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can occur. To the extent that CEOs perceive IT executives as out-group members, IT 

executives may be perceived less favourably than evidence justifies. The theoretical 

underpinning and empirical findings of the study provide a better understanding of the 

dynamics underlying the pervasive and persistent IT-business gap, identify important 

social factors that may influence CEOs’ value expectancies of their IT executives, and 

inform efforts towards closing the IT-business gap to enhance IT’s business value. 

While the second paper focuses on the social antecedents of CEOs’ expectancies 

of their IT executives, the third paper extends the second paper by examining the 

cognitive forces that may affect CEOs’ expectancies of IT and IT executives. Using 

illusory correlation theory, this paper suggests that perceptions of IT and IT executives 

can arise from the tendency to associate negative incidences with IT and with IT 

executives. Given the novelty of IT compared to other resources, and the minority status 

of IT executives compared to other business executives in management teams, IT and IT 

executives can be subject to illusory cognition.While categorization exaggerates the intra-

group similarities and inter-group differences, illusory correlation represents the 

assumption of a relationship in the absence of supporting evidence. Using illusory 

correlation theory, the third paper develops a theoretical framework to examine how a 

spectrum of illusory cognitive processes can influence CEOs’ expectancies of IT and IT 

executives.  

  Previous studies have established the existence of illusory correlations in various 

contexts, and research suggests that detailed explication of the cognitive processes 

underlying illusory correlations is needed. This study contributes to the literature by 

explicating the cognitive processes and examines how they can impact perceptions. The 
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explication is useful as efforts can be directed towards effectively controlling illusory 

correlations. This paper conceptualizes illusory cognition by specifying how illusory 

correlations about IT and IT executives can be initiated via a spectrum of sources, and 

how they can be established through various cognitive processes. Typically, an illusory 

correlation is initiated in the absence of thorough knowledge and understanding and/or 

reliable evidence about IT or IT executives. Findings suggest that a variety of information 

sources can contribute to illusory correlations of IT and IT executives, including 

incidences that CEOs may have read, heard, observed or experienced in the past. Because 

of their incidental nature, these sources of information do not represent thorough 

knowledge and deep understanding of IT and IT executives, thus can contribute to the 

initiation of illusory correlation.  

  Unlike correlation initiation which focuses on trigger events, correlation 

establishment measures how correlations are actually formed through the cognitive 

processes of attention, memory, attribution, and generalization of unusual incidences 

associated with IT and IT executives. According to the illusory correlation theory, and 

given the novelty of IT and the minority status of IT executives, CEOs may pay more 

attention to these incidences than similar incidences of other functions and business 

executives, retain negative incidences about IT and IT executives longer than other 

functions and business executives, attribute the negative outcomes to IT and IT 

executives, and/or generalize the individual incidences to IT and IT executives at large. 

This conceptualization recognizes that, although IT executives and IT are naturally 

subject to illusory correlation, the extent to which such cognition is initiated and 

established varies among different CEOs. 
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  These processes of illusory correlation can subsequently influence perceptions of 

IT and IT executives, in that the more illusory correlations are evoked, the less favourable 

perceptions CEOs may hold about IT and IT executives. Results show that illusory 

correlation of IT predicts CEOs’ expectancies that IT will help the organization increase 

business value and strategic advantage, that CEOs’ illusory correlation of IT executives 

predicts their perceptions of IT executives in general, which in turn predicts CEOs’ 

expectancies that their own IT executives will help the organization increase business 

value and strategic advantage. In general, results indicate that arbitrarily associating IT 

and IT executives with unfavourable incidences can contribute to perceptions of IT and 

IT executives, and that the cognitive processes including attention, retention, attribution 

and generalization can contribute to perceptions of IT and IT executives. These cognitive 

processes explained 20.8 percent of the variance in CEOs’ expectancies of IT, and 23.8 

percent of the variance in CEOs’ perceptions of IT executives in general, which 

explained 28 percent of the variance in CEOs’ expectancies of their IT executives. These 

results provide compelling reasons for exploring opportunities to enhance CEOs’ 

expectancies of IT and IT executives.  

Taken together, the three papers represent the first research efforts to study how 

Pygmalion effect, in-group favouritism, and illusory correlation can impact IT business 

value. The first paper focuses on examining how CEO expectancies of IT and IT 

executives can shape firm business performance outcomes. Having identified the impact 

of CEOs’ expectancies of IT and IT executives, the dissertation subsequently addresses 

the social and cognitive antecedents of CEOs’ value perceptions of IT and IT executives. 

The second paper focuses on the social antecedents of CEOs’ expectancies of IT 
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executives regarding their ability to increase business value and create strategic 

advantage, and suggests that these expectancies can be influenced by factors arising from 

their social categorization based on functional differences between IT and business, and 

their social identification with business executives as in-group members. The third paper 

focuses on the cognitive antecedents of CEOs’ expectancies of IT and IT executives, and 

indicates that given the novelty of IT and the numeric rarity of IT executives in executive 

teams, CEOs’ perceptions of IT and IT executives can be influenced by a spectrum of 

cognitive processes, including the tendency to associate IT and IT executives with 

arbitrary negative incidences, and the cognitive processes of attention, retention, 

attribution, and generalization. The findings of this dissertation contribute to research and 

practice on an important organizational phenomenon, and pave the way for future 

research on enhancing IT business value in organizations. 
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APPENDIX A 

Invitation 

<University Letterhead> 

<Date> 

 

 

 

Dear <Name>: 

We are writing to invite you to participate in a leading edge research project – which 

studies how organizations can enhance the business value of their IT investment – by 

completing the enclosed survey. Your participation in this research will provide valuable 

insight and ensure the quality of the research results.  

 

The quality of this research depends on your authentic opinions. A select number of 

organizations have been invited to participate in the research to guarantee strong results. 

In appreciation of your time, we have spent considerable effort to make the survey as 

concise as possible, while retaining its validity and value.  

 

On completion of this study, we will be pleased to provide you a copy of the final report 

of the study’s findings with key management recommendations, should you indicate your 

interest. We hope you find the questionnaire interesting and thought provoking. Your 

participation code is <no>. The questionnaire is intended to be completed by the chief 



283 

 

executive officer of your company. If you are not the appropriate person to complete the 

questionnaire, please forward it to the appropriate person in your company.  

 

Thank you very much for your kind assistance. We greatly appreciate it! 

 

Sincerely, 

 

Joyce Y. Jin, Ph.D. Candidate 

James D. McKeen, Professor  

Queen’s School of Business  



284 

 

APPENDIX B 

<University Letterhead> 

<Date> 

Letter of Information and Consent 

This research study is being conducted by Joyce Y. Jin, a Ph.D. candidate, and 

Professor James D. McKeen, in the School of Business at Queen’s University, Kingston, 

Ontario. The research addresses how to enhance IT business value by examining the roles 

of IT and senior IT managers in organizations. It asks your opinions about IT, senior IT 

managers and business value, and takes approximately 20-30 minutes to complete.  

There is no known physical, psychological, economic, or social risks risk associated 

with this study. Your participation in this study is voluntary, and you may withdraw at any 

time during the study without any consequence. You are not compelled to answer any 

question that you are not comfortable with or feel objectionable.  

Your confidentiality is guaranteed. Reponses to the questionnaire will be treated 

anonymously. This letter will be separately stored from the responses. No individual other 

than the specified researchers have access to the data. The data will only be used in an 

aggregate manner. The aggregate results may be published at a later stage in the form of a 

journal article that may be accessible to the public or as a secondary source to other 

researchers. No individual or organization can be identified or associated with the research 

results in any publication. 

If you need further information about the study or have additional questions or 

concerns, please do not hesitate to contact the researchers Joyce Y. Jin 

(jjin@business.queensu.ca, 613-533-6000 x7853), or Dr. James McKeen 
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(jmckeen@business.queensu.ca, 613-533-2360), or the Research Ethics Board Chair Dr. 

Jane Webster (jwebster@business.queensu.ca, 613-533-3163), or the Chair of the General 

Research Ethics Board Dr. Joan Stevenson (GREB@queensu.ca, 613-533-6081). 

The following signature is meant to confirm that: 

 I have read the above information and have had any questions regarding it 

answered; I am aware that the purpose of this research is to assess how to enhance IT 

business value by examining the roles of IT and senior IT managers in organizations; I am 

aware that should I have any further questions I can contact any of the following: the 

researcher, the faculty supervisor, the Unit Research Ethics Board or the General Research 

Ethics Board at Queen’s University, Kingston, Canada; I am aware that my participation is 

voluntary and that I am free to withdraw from the study at any time during the study; and I 

am  aware that my confidentiality is strictly protected. 

Name: _______________________ 

Date: ________________________  

Signature: ______________________ 

 

    

mailto:jwebster@business.queensu.ca
mailto:(GREB@queensu.ca


286 

 

APPENDIX C 

Survey Questionnaire 

 

MAXIMIZING  IT BUSINESS VALUE AND ORGANIZATIONAL PERFORMANCE 

Questionnaire to be completed by the CEO or President 

    

   

 

In this survey, “IT” refers to Information Technology Resources and Capabilities, and “CIO” refers to the 

highest-ranking IT manager in an organization, regardless of whether the actual title is called “CIO”. Please 

remember that there are no right or wrong answers to the questions. Your initial response is usually best. Please 

be assured that your confidentiality is guaranteed. 

 

The following section asks about your company’s performance. When choosing the responses, please benchmark 

your company’s performance against that of your competition. 

To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

Compared to our three most important competitors, our company has…  

    very high profits.                     

    very high returns on assets.                     

    very strong revenue growth.                     

    very low costs.                     

    up-to-date fixed assets (e.g. technology and facilities, etc.).                     

    superior unique knowledge and expertise.                     

    superior business concepts and models, work systems and processes.                     

    great relationships with customers, business partners and other stakeholders.                     

    a very strong track record in product/service/process innovation.                     

    a very fast speed in meeting business challenges and opportunities.                     
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The following section asks about your IT. When choosing the responses, please benchmark the effectiveness of 

your IT against that of your competition.  

To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

Compared to our three most important competitors, our IT enables us to… 

    achieve operational excellence in internal and external business processes.                     

    optimize value chain activities and processes through collaborations.                     

    perform business functions and activities cost-effectively.                     

    meet business needs in a secure, confidential, and reliable manner.                     

Compared to our three most important competitors, our IT enables us to effectively… 

    track and predict customers’ needs and preferences.                     

    identify and capture market trends and patterns.                     

    reach new customers, audiences, and sales channels.                     

    enhance customers’ experience and satisfaction.                     

Compared to our three most important competitors, our IT allows us to… 

    achieve business growth by facilitating global and/or virtual business.                     

    nurture innovations by combining and/or reconfiguring knowledge and 

capabilities effectively. 

                    

    create new business models and/or reinvent ways of doing business.                     

    achieve business expansion by enabling mergers and acquisitions and/or strategic 

partnerships. 

                    

Compared to our three most important competitors, our IT enables us to… 

    respond rapidly to changing business conditions with flexible IT-enabled business 

platforms. 

                    

    shorten products/services’ time-to-market by leveraging information resources 

across different business units and regions. 

                    

    accelerate products/services rollout with synergistic and cooperative (rather than 

disparate) IT infrastructures. 

                    

    speed up business decisions and execution with timely and high quality 

information resources. 
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The following section asks about your opinions of IT people and CIOs in general.  

To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

When I think of IT people, in my mind,…  

    IT people are dissimilar to business people.                     

    IT people and business people differ in key characteristics.                     

    IT people and business people represent distinct groups of people.                     

    IT people and business people are alike.                     

When I think of CIOs in general, in my mind,…  

    CIOs are dissimilar to typical business executives.                     

    CIOs are usually not considered typical business executives.                     

    CIOs and typical business executives differ in key characteristics.                     

    CIOs are like typical business executives.                     

Compared to CIOs,…  

    I’m more similar to other typical business executives.                      

    I have a more cohesive social relationship with other typical business executives.                     

    I identify more with other typical business executives as a social group.                      

    I have stronger ties with other typical business executives.                     

    I like other typical business executives better.                     

    I belong more to other typical business executives as a social group.                     

In my opinion, compared to other typical business executives,…  

    CIOs are technically oriented rather than strategic.                     

    CIOs are reactive to, rather than visionary of, future problems and opportunities.                     

    CIOs are technology savvy rather than business astute.                     

    CIOs are internally-focused on operations and technologies, rather than 

externally-focused on the market and the competition.     
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The following section asks about your opinions of IT and CIOs in general.  

To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

I’m impressed by…  

    media (e.g. Internet, TV, newspaper, industry publications, etc.) reports of IT 

related failures. 

                    

    experts’ (e.g. consultants, researchers, authorities, etc.) opinions such as  IT is 

service/support and/or is inconsequential to strategic advantage. 

                    

    peers’ (e.g. CEOs, CFOs and business unit directors, etc.) opinions such as IT has 

questionable benefits and/or IT spending needs to be reduced. 

                    

My opinion of IT is affected by…  

    my observation of escalating IT expenses with limited added benefits.                     

    my disappointing past personal experience with IT.                     

    my positive past personal experience with IT.                     

    my deep knowledge and understanding of IT.                     

Compared to other functional areas’ problems in fulfilling business and/or strategic goals,… 

    IT’s problems in fulfilling business and/or strategic goals catch my attention 

easily. 

                    

    I can recall IT’s problems in fulfilling business and/or strategic goals easily.                     

    many problems in business and/or strategy can be caused by IT problems.                     

    IT is prone to problems in fulfilling business and/or strategic goals.                     

I’m impressed by…  

    media (e.g. Internet, TV, newspaper, industry publications…) stories that describe 

CIOs as being technology savvy and/or technically oriented. 

                    

    peers’ (e.g. CEOs, CFOs and business unit directors...) opinions such as CIOs 

should mainly support the business and/or reduce IT spending. 

                    

    experts’ (e.g. consultants, researchers, authorities...) opinions such as CIOs should 

primarily provide service and/or avoid taking risks with IT. 
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To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

My opinion of CIOs in general is affected by…  

    my observation of CIOs as being technology savvy and/or technically oriented.                     

    my disappointing past personal experience with CIOs.                     

    my positive past personal experience with CIOs.                     

    my deep knowledge and understanding of CIOs.                     

Compared to other business executives’ mistakes in business and/or strategy,… 

    CIOs’ mistakes in business and/or strategy catch my attention easily.                     

    I can recall CIOs’ mistakes in business and/or strategy easily.                     

    many business problems can be caused by CIOs’ lack of ability in business and/or 

strategy. 

                    

    CIOs are prone to mistakes in business and/or strategy.                     

 

The following section asks about your beliefs about IT and your specific CIO. “Your CIO” refers to your 

highest-ranking IT manager, regardless of whether the actual title is “CIO”. When choosing the responses on 

your beliefs of your CIO, please benchmark them relative to your beliefs of your other business 

functions/executives. 

To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

I believe that IT will help us significantly… 

    reduce costs.                     

    enhance revenue.                     

    enhance business agility.                     

    foster business growth.                     

    increase competitive advantage.                     

    increase long term strategic viability.                     

    identify and capture opportunities for competitive differentiation.                     

    gain an edge in the business competition.                     
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To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

Compared to my top three other business executives, I believe that my CIO will help me significantly…  

    reduce costs.                     

    increase revenue.                     

    increase business agility.                     

    foster business growth.                     

    create and execute compelling IT visions.                     

    increase competitive advantage.                     

    define and refine business visions and strategies.                     

    identify and capture opportunities for strategic differentiation.                     

 

The following section asks about the general patterns of your interactions with your CIO, which refers to your 

highest-ranking IT manager, regardless of whether the actual title is “CIO”. When choosing the responses, 

please benchmark your interactions with your CIO relative to those with your other business executives. 

There’re no right or wrong answers. Your confidentiality is guaranteed. 

To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

Compared to my interactions with my top three other business executives, I frequently convey to my 

CIO… 

    my belief in his/her ability to accomplish challenging business goals.                     

    my expectation that he/she can help increase competitive advantage.                     

    my anticipation that he/she can add significant business value.                     

    my trust in his/her ability to achieve important strategic objectives.                     
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To what extent do you disagree or agree with the following statements on a 

scale of 1 to 7 (1 represents strongly disagree, 7 represents strongly agree)? 

Strongly            Strongly  

Disagree             Agree 

1   2    3   4    5    6   7 

Compared to my interactions with my top three other business executives, I frequently… 

    encourage my CIO to speak up using supportive gestures such as eye contact, 

smiles and nodding, etc. 

                    

    pay very close attention to my CIO in meetings and/or interactions.                     

    wait sufficient time for my CIO to share his/her opinions in interactions.                     

    show open gestures and sit/stand close to my CIO in meetings and/or interactions.                     

Compared to my interactions with my top three other business executives, I frequently give my CIO… 

    sufficient advice and mentoring when needed.                     

    accurate and detailed performance feedback.                     

    sufficient training and coaching when needed.                     

    recognition for his/her progress and contributions.                     

Compared to my top three other business executives, I frequently provide my CIO with… 

    sufficient resources to achieve strategic IT goals.                     

    significant corporate executive power and decision rights.                     

    sufficient information to make sound strategic IT decisions.                     

    executive support in promoting IT initiatives.                     

Compared to my top three other business executives, I frequently involve my CIO… 

    from the beginning of strategic decisions.                     

    in defining and refining business visions and strategies.                     

    in identifying customer needs and ways to meet them.                     

    in identifying opportunities for competitive differentiation.                     

Compared to my top three other business executives, I frequently… 

    delegate challenging business goals to my CIO.                     

    invite my CIO to undertake mission critical projects.                     

    challenge my CIO to add significant business value.                     

    assign my CIO to tasks of significant strategic importance.                     
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The following section asks about some additional demographic information. “Your CIO” refers to your highest-

ranking IT manager, regardless of whether the actual title is “CIO”. 

What’s your title?   

____________________________________ 

Approximately how many employees does your company have?  

____________________________________ 

What industry is your company in?  

____________________________________ 

Approximately what percent of your revenue is spent on IT?  

______________% 

How long has your CIO worked with you?  

________ Years and _________Months 

Approximately what percent is your CIO’s total compensation to that of your most important business executive? 

(Total compensation includes salary, bonus, stocks and options, etc.) 

___________% 

How many years of post secondary education do you have in IT?  

___________Years 

How many years of experience do you have in IT?  

___________Years 

How many years of post secondary education does your CIO have in business (non IT)?  

___________Years                  Don’t Know   

How many years of experience does your CIO have in business (non IT)?  

___________Years                  Don’t Know   

On a scale of 1 to 7, compared to your most important three other business executives, to what extent do you 

disbelieve or believe that your CIO would make a good candidate for a CEO (1 represents strongly disbelieve, 7 

represents strongly believe)? 

1        2        3        4        5        6        7  
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On a scale of 1 to 7, how incompatible or compatible are you and your CIO (1 represents highly incompatible, 7 

represents highly compatible)? 

1        2        3        4        5        6        7  

What’s the actual title of your highest-ranking IT manager?  

_______________________________________________ 

How long have you been with this company? 

__________Years and __________Months 

What is your age range?     

30 and below         31-40         41-50          51-60           60 and above   
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APPENDIX D 

 Reminders 

<University Letterhead> 

<Date> 

 

 

 

Dear <Name>: 

Last week we sent you an invitation to participate in a leading-edge research project, 

which studies how organizations can enhance the business value of their IT investment. If 

you have already completed the survey and returned it to us, please accept our sincere 

thanks. If not, we hope you can do so. We are especially grateful for your participation 

because it is only by asking senior executives like you to share your opinions that we can 

understand how to enhance IT’s business value. 

 

We hope you find the questionnaire interesting and thought provoking. As a participant, 

you will receive a copy of the final report of the study’s findings with key management 

recommendations, should you indicate your interest. The questionnaire is intended to be 

completed by the chief executive officer of your company. If you are not the appropriate 

person to complete the questionnaire, please forward it to the appropriate person in your 

company. For your convenience, the survey is also available online at <address>. Your 

participation code is <no>. 
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Thank you very much for your kind assistance. We greatly appreciate it! 

 

Sincerely, 

 

Joyce Y. Jin, Ph.D. Candidate 

James D. McKeen, Professor  

Queen’s School of Business 
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<University Letterhead> 

<Date> 

 

 

 

 

Dear <Name>: 

About three weeks ago, we sent you a questionnaire package on achieving superior 

organizational performance by enhancing IT’s business value. If you have already 

completed the survey and returned it to us, please accept our sincere thanks. If not, we 

hope you can do so.  

 

The feedback of senior executives who have already responded includes an interesting 

variation of opinions and experiences in achieving IT’s business value. We are writing 

again because of the importance of your response. The questionnaire has been sent to a 

select number of representative organizations. It’s only by hearing from most 

organizations in the sample that we can be sure that the results are truly valid and accurate.  

 

Please be assured that your confidentiality is guaranteed. As a participant, you will receive 

the final report of the study’s findings with key management recommendations, should you 

indicate your interest. For your convenience, the survey is also available online at <address>. 

Your participation code is <no>.  
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Thank you very much for your kind assistance. We greatly appreciate it! 

 

Sincerely, 

 

Joyce Y. Jin, Ph.D. Candidate 

James D. McKeen, Professor  

Queen’s School of Business 
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<University Letterhead> 

<Date> 

 

 

 

Dear <Name>: 

 

Recently we have sent you several correspondences about an important research study that 

we are conducting at the Queen’s School of Business. The purpose of the research is to 

identify how organizations can achieve superior performance by enhancing their IT’s 

business value. We think the results of the research will be very useful to you. 

 

This is the last reminder you will receive from us. We’re writing to you again because of 

the importance of your response. It’s only by hearing from most organizations that we can 

be sure that the results are truly valid and accurate. As a participant, you will receive the 

report of the study’s findings with key management recommendations, should you 

indicate your interest. Results of this research can be useful regardless of whether you 

intend to invest more or less in IT. Please be assured that your confidentiality is 

guaranteed. 

 

We hope you will respond to the questionnaire soon. For your convenience, the survey is 

also available online at <address>. Your participation code is <no>. 
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Thank you very much for your kind assistance. We greatly appreciate it! 

 

Sincerely, 

 

Joyce Y. Jin, Ph.D. Candidate 

James D. McKeen, Professor  

Queen’s School of Business 

 

 

 


