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Managerial work, importance of information and corporate profitability: Evidence
from Finland

Abstract: The objective of this study is to analyse the influence of CEO managerial work role and
broad information on the profitability of the firm. The research model is based on five hypotheses on
the relationship between work role, importance of broad information, and corporate profitability.
Perceived environmental uncertainty (PEU) is expected to moderate the effects of managerial work
and broad information on profitability. Managerial roles are described using the classic work roles
introduced by Mintzberg (1973). The model is tested using survey data got from 196 Finnish top
managers (CEQ) of firms from different industries and size classes. The research hypotheses are
tested by the Partial Least Squares (PLS) method. Empirical evidence gives partial support to the five
hypotheses.

1. INTRODUCTION

The link between the characteristics of CEO and corporate profitability is regarded as one of the
main trends in future leadership research (Hernez-Broome & Hughes, 2004). Successful CEOs can
positively affect profitability and generate continuing welfare to all interest groups of
organization, most importantly to company owners (Adams, Almeida & Ferreira, 2005). These
potential effects are however related to the power of CEO to influence decisions (Sah & Stiglitz,
1991). If CEO has sufficient decision-making power, his or her personal characteristics can play
the central role in success (Hart & Quinn, 1993; Waldman, Ramirez, House & Puranam, 2001;
Bass, Jung, Avolio & Berson, 2003). These personal factors (personality, values, experience,
knowledge, competences, and mental models) greatly determine how CEO approaches a given
work (Mintzberg, 1994; Gottschalk, 2002). Thus, managerial work varies according to the needs
of job and the approach of CEO, and can affect corporate performance. This association
between top managerial work and corporate performance is however only rarely analysed in
prior research (Harrison, 1978; Pavett & Lau 1982; Laitinen, 2014). The present study contributes
to this research.

Managerial work includes a large number of different tasks such as negotiating, recruiting,
training, innovating, and contacting that are special to individual managers. These tasks are not
carried out in an ordered and systematic way. Instead, managerial tasks are characterized by
great variety, brevity, fragmentation in time and space, numerous interruptions, and encounters
with others (Mintzberg, 1973; 1976; Tengblad, 2002; 2006; Hall, 2010). This kind of fragmented
work can be captured by systematic behavioural work patterns or managerial work roles. The
most famous and widely-adopted set of managerial work roles has been introduced by Mintzberg
(1973). He observed that all activities in managerial work are involved by one or more of three
basic behaviours: interpersonal contact (interpersonal roles), the processing of information
(informational roles), and the making of decisions (decisional roles). These basic characteristics
(intrinsic conditions) of managerial work have been found also in several further studies (Kurke

1



& Aldrich, 1983; Stewart, 1988; Kotter, 1982; Noordegraaf & Stewart, 2000; Tengblad, 2002;
2006). This study continues the line of research based on managerial work roles introduced by
Mintzberg.

The specific objective of this study is to link the Mintzberg managerial work roles of CEO with the
corporate profitability to analyse the impact of CEO’s work. In these work roles, information plays
the central role (Mintzberg, 1973; 1976). The informational roles process information and link all
managerial work together. The interpersonal roles ensure that information is provided. The
decisional roles make significant use of the information in decision making. Therefore, this study
integrates managerial work roles, importance of information for these roles, and their influence
on corporate profitability. In this study the broad variety of information is captured by
information scope (Brecht & Merle, 1996; Chenhall & Morris, 1986; Tillema, 2005). This study
contributes to the research on managerial work but it is also related to management accounting
research, since management accounting systems (MASs) have traditionally regarded as the
provider of information for managers. In fact, management accounting researchers have
presented urgent calls to research how managers engage with accounting information in their
work (Jonsson, 1998; Hall, 2010). However, accounting information is only a small part of broad
variety of information that managers engage (McKinnon & Bruns, 1992; Hopwood, 2007).
Therefore, the purpose is here to consider the role of traditional (financial) accounting
information only as a part of broad information as argued by Hopwood (2007).

There are a large number of studies connecting manager personality and leadership style to
organizational performance (Masi & Cooke, 2000; Waldman, Ramirez, House & Puranam, 2001;
Tosi, Misangyi, Fanelli, Waldman & Yammarino, 2004; Idris & Ali, 2008; Yukl, 2012). However,
thereis a lack of studies connecting managerial work to performance. Prior studies on managerial
work are mainly based on case studies, qualitative field studies, observation studies, survey
descriptive statistics, and conceptual models (Noordegraaf & Steward, 2000; Tengblad, 2002;
2006; Hall, 2010). The results of these studies are mainly descriptive and there are only few
studies associating top management work statistically with organizational performance
(Harrison, 1978; Pavett & Lau 1982; Laitinen, 2014). Nicolini (2012: 13) concludes that these kinds
of studies, listing and enumerating practices by taking them at face-value constitute a weak
approach to practice. He calls for a strong programme to explain organizational matters in terms
of practices instead of simply registering them. In this study, the objective is to follow this line of
research connecting managerial work to the importance of information and corporate
profitability.

This study also contributes to the research on the effect of the use of information on
organizational performance (Chenhall & Morris, 1986; Mia 1993; Mia & Chenhall, 1994; Mia &
Clarke, 1999; Hoque & James, 2000; Ittner, Larcker & Randall, 2003; Agbejule, 2005; Seaman &
Williams, 2011). The main body of prior research is concentrated on the moderating effect of
perceived environmental information (PEU) and other contingency variables on the relationship
between the use of broad information and performance. The present study follows this line of
research and associates managerial work, information and performance together assuming that
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the effects of both managerial work and the use of information on profitability are moderated
by PEU. The link between information and performance is strategically critical. Chaffey & White
(2010: 10) conclude that information makes a great contribution to organizations as a resource
to improve the performance of organizations and the individuals that work within them.

In summary, the objective of the study is to analyze how Mintzberg managerial work roles,
importance of broad scope information, and corporate profitability are associated with each
other when PEU is used as a moderating variable. The research hypotheses assume that
managerial work roles are associated with corporate profitability and importance of broad
information. It is further assumed that this importance is positively related to profitability. The
effects of managerial work and importance of information on profitability are assumed to be
moderated by PEU. The research model based on these hypotheses is tested as a partial-least-
squares (PLS) model for a survey of Finnish top managers (CEO) consisted of 196 usable
responses. The results give partial support for the research hypotheses showing that two of the
four extracted managerial role emphases have a significant influence on profitability. All four role
emphases are positively associated with the use of information supporting Mintzberg’s (1973)
original propositions. PEU is found to moderate the effects of two managerial role emphases on
profitability. However, it does not significantly moderate the effect of importance of information.
The findings of the study therefore emphasize the close connection between managerial work
and the importance of broad information but also the association of work roles with profitability.
These findings also show the important role of PEU in this interplay.

The rest of this paper is organized as follows. In the second section, the set of the five research
hypotheses is developed while the third section presents the sample and statistical methods. The
fourth section presents the empirical results while the fifth section discusses the main findings.
Finally, the last section summarizes the study and discusses the limitations of the approach.

2. RESEARCH HYPOTHESES

Figure 1 presents the research model of the study. The purpose of the model is to depict the
relationship between managerial work roles, importance of (broad) information, and firm
profitability. It is assumed that work roles are directly associated with the importance of broad
information which both have an influence on profitability. These influences on profitability are
assumed to be moderated by PEU. The model is consisted of five main hypotheses (links) about
the causal relationships between the model variables. First, the model assumes that managerial
work roles are associated with profitability (H1). Second, it is assumed that these work roles are
connected with the importance of broad information (H2). Third, it is suggested that this
importance is related to profitability (H3). Finally, the model assumes that the effects of work
roles and importance of broad information are moderated by PEU (H5 and H4).



(Figure 1 here)
2.1. Managerial work roles and profitability (H1)
Mintzberg work roles

Evidence shows that CEO’s managerial work is characterized by great variety, brevity,
fragmentation in time and space, numerous interruptions, and encounters with others
(Mintzberg, 1973; Kurke & Aldrich, 1983; Tengblad, 2002; Hall, 2010). The problem in analyzing
CEO work is that there is no science in managerial work (Mintzberg, 1973). This means that senior
managers do not work according to procedures that have been prescribed by scientific analysis.
The quantity of work is great, the pace is unrelenting, and there is great variety, fragmentation,
and brevity in the work tasks. CEO must concentrate on issues that are current, specific, and ad
hoc, and to do so he or she must rely on verbal forms of communication (Mintzberg, 1971).
However, Mintzberg (1973) found scientific basis for managerial work analysis when he observed
that all tasks in managerial work are involved by one or more of three basic behaviours although
their importance can vary from manager to manager: interpersonal contact, the processing of
information, and the making of decisions. These basic characteristics of managerial job have been
found in several further studies (Stewart, 1988; Kotter, 1982; Kurke & Aldrich, 1983; Noordegraaf
and Stewart, 2000; Tengblad, 2002). These characteristics are flexible to organizational
environment but also to individual managers.

Steward & Fontas (1992) argue that managerial jobs, especially those of middle managers, have
changed radically after Mintzberg (1973) study. They say that jobs are more complex in their
relationships and in the range of functions for which the manager is responsible. However, the
tasks of managers will differ at different levels of the managerial hierarchy (Lawrence & Lorsch,
1987). For CEQ, the basic characteristics of job have remained stable although some aspects such
as the geography and stakeholder relations have changed radically (Tengblad, 2002).
Furthermore, these basic characteristics are similar worldwide that can serve as the rationale for
developing a general theory of managerial work (Lubatkin, Ndiay & Vengroff, 1977). Thus, in this
study the basic characteristics of work introduced by Mintzberg (1973) are used as the analytic
description of CEO’s work.

Mintzberg (1973) defines the major dimensions of managerial work as consisting of ten main
roles (organized sets of behaviours), grouped into three categories according to the intrinsic
conditions. This classification of roles is the best-known and widely tested construct to describe
managerial work. The three categories and the ten roles in this classification are as follows:
interpersonal roles (Figurehead, Leader, and Liaison), informational roles (Monitor,
Disseminator, and Spokesman), and decisional roles (Entrepreneur, Disturbance Handler,
Resource Allocator, and Negotiator). The interpersonal roles are primarily concerned with
interpersonal relationships referring to managing through people. The informational roles are
concentrated on the information aspects of managerial work and link all managerial work
together through managing by information. The decisional roles are concerned with decision-
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making referring to managing through action. Table 1 shows the typical tasks for each managerial
role as delineated by Mintzberg (Fox, 1992). In all, the table includes 20 managerial tasks
describing the ten roles.

(Table 1 here)
Connection to profitability

There are a vast number of studies connecting manager personality and leadership style to
organizational performance (Masi & Cooke, 2000; Waldman, Ramirez, House & Puranam, 2001;
Tosi, Misangyi, Fanelli, Waldman & Yammarino, 2004; Idris & Ali, 2008; Yukl, 2012). Furthermore,
thereis a large literature in economics, finance, and organizational theory that tries to assess the
impact of managers on firm performance (Adams, Almeida & Ferreira, 2005). The early studies
found that CEO effects bring little additional explanatory power for profitability (Finkelstein &
Hambrick, 1996; Pfeffer, 1997). More fresh studies have identified many characteristics of CEO
that are related to firm performance (Bertrand & Schoar, 2003; Malmendier & Tate, 2005). For
example, Adams, Almeida & Ferreira (2005) showed that CEQ’s characteristics have an impact on
firm profitability but depending on organizational variables. However, the potential performance
effects are related to the CEQ’s power to influence decisions (Sah & Stiglitz, 1991). When the CEO
has sufficient decision-making power to affect performance, he or she can play a central role in
success (Hart & Quinn, 1993; Tripsas & Gavetti, 2000; Waldman, Ramirez, House & Puranam,
2001; Bass, Jung, Avolio, & Berson, 2003).

Thus, prior studies have analyzed the influence of many CEO characteristics in many contextual
environments on firm profitability. However, there is only little evidence on the effects of CEO
work roles on performance. Harrison (1978) developed a composite financial index and
compared the amount of time that successful and unsuccessful CEOs spent in each of Mintzberg's
ten roles to this index. Harrison concluded that successful CEOs engaged in more leader
(interpersonal role) and monitor (informational role) tasks. Successful CEOs also spent less time
in resource allocator and disturbance handler tasks (decisional roles) than less successful
counterparts and more time in entrepreneur (decisional role) and liaison (interpersonal role)
tasks.

Pavett & Lau (1982) showed that in their sample of 48 middle-sized manufacturing firms
managerial performance (job skill, quality of work, dependability, quantity of work, human
relations ability, cost effectiveness and leadership) was in a statistically significant way positively
associated with the importance of the liaison (interpersonal) managerial role and negatively with
the leader (interpersonal) role. The importance of informational and decisional roles was not
significantly correlated with performance. However, one of the three informational roles
(disseminator) and three of four decisional roles (entrepreneur, disturbance handler, and
negotiator) had a negative correlation.



Luthans, Rosenkrantz & Hennessey (1985) conducted an observation study in three organizations
for 53 managers and found that two roles or activities were significantly related to managerial
success: interaction with outsiders and socializing/politicking. Floren & Tell (2012) tried to
connect managerial roles (pro-activeness, networking behavior, and managerial formality) in
small firms with performance measured as growth of firms. They compared managerial behavior
in six fast- and six slow-growing small firms. The results indicated that there were no significant
differences in the two groups as far as managerial roles were concerned. Floren & Tell suggested
that there is a generic aspect that is common to the management in both fast- and slow-growing
firms. Much of a small firm manager’s work, regardless of the pace of company growth, involves
this generic, non-managerial behavior (acting as a specialist or a substitute operator). Laitinen
(2014) estimated the association between extracted managerial work dimension (emphasizing
decisional roles) and financial performance and found a negative relation.

In summary, empirical evidence on the effect of CEO work on firm performance is mixed: some
studies did not found any connection while other studies suggest negative or positive impact for
different managerial work roles. Similarly, Andersson & Tell (2009) concluded that the diverse
findings in the literature are contradictory and give a paradoxical picture of the impact of the
manager. In this study, it is expected that controlling for the importance of information and
taking account of PEU, managerial work roles are directly associated with profitability. Therefore,
the following general hypothesis is presented:

H1: CEO managerial work roles are associated with firm profitability.

Hypothesis 1 (H1) expects a general association between CEO managerial work roles and the
firm’s profitability but does not propose any sign for the association. H1 does not hypothesize
any sign because prior studies showed that it depends on the managerial roles emphasized by
the CEO. Harrison (1978) found that interpersonal roles (leader and liaison) are positively
associated with performance. Pavett & Lau (1982) found a significant positive correlation for the
liaison role but a negative one for the leader role. Harrison and Pavett & Lau reported a positive
association for the monitor (informational) role. However, for other informational roles
(disseminator and spokesperson) Pavett & Lau got a negative and a zero correlation. Therefore,
evidence for these role categories is mixed. For the most Mintzberg decisional roles, Harrison,
Pavett & Lau and also Laitinen (2014) however found a negative association with performance.
Thus, for the decisional roles, the following proposition can be presented:

P1: Decisional work roles are negatively associated with firm profitability.

2.2. Managerial roles and information (H2)

Information is an essential element in managerial work (Mintzberg, 1973; McKinnon & Bruns,
1992; Tengblad, 2002). In this context, the concept of information scope is important. The scope
of information specifies the dimensions along which job-relevantinformation is measured. In this
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study, scope of information refers to the dimensions of focus, quantification, and time horizon
(Chenhall & Morris, 1986; Tillema, 2005). The focus dimension investigates if information is
internal or external. The quantification dimension examines if information is financial or
nonfinancial. The time horizon dimension examines if information is future- or past-oriented
(Chenhall & Morris, 1986). Narrow (or operational) and broad (or strategic) information are the
extremes of information scope (Brecht & Merle, 1996; Tillema, 2005). On this scale, broad-scope
information is external, nonfinancial, and future-oriented information, while narrow-scope
information is strongly limited to internal, financial and past-oriented information (Brecht &
Merle, 1996; Chenhall & Morris, 1986; Tillema, 2005).

Information scope is associated with the CEQ’s main activity of making sense of the environment
and what the firm should be doing. Managers use information to identify problems and
opportunities, and build mental models of the business (Mintzberg, 1976). They are usually
engaged in a variety of tasks with diverse time span on complex social and organizational contexts
and need likely diverse and a wide range of information for sense-making in planning and
decision-making (Hall, 2010). In uncertain situations, managers tend to place greater emphasis
on a sophisticated information system, which provides managers with broad information (Mia,
1993; Mia & Chenhall, 1994). This kind of system helps CEO make sense of fragmented
information and create a snapshot of business.

Senior executives use many informal and formal systems to retrieve broad information for sense-
making. Balanced Scorecard (BSC) is a good example of a formal system providing CEO with a
broad scope of information (Kaplan & Norton, 1992). Kaplan & Norton (1996b: 76) summarize
the importance for broad information as follows:

"The balanced scorecard retains traditional financial measures. But financial measures tell the
story of past events, an adequate story for industrial age companies for which investments in
long-term capabilities and customer relationships were not critical for success. These financial
measures are inadequate, however, for guiding and evaluating the journey that information age
companies must make to create future value through investment in customers, suppliers,
employees, processes, technology, and innovation."

BSC is organized into four broad perspectives: financial, customer, internal business process, and
learning and growth. However, recent studies indicate that even original BSC may be too narrow
to capture all perspectives relevant to senior managers (Chenhall, 2005; Ittner, Larcker & Randall,
2003). The dimensions of BSC may not be properly justified and sufficient to cover all strategically
important perspectives (Norreklit, 2000).

In summary, prior studies thus indicate that CEOs in information age firms are likely to broaden
their scope to include outside, non-financial and future information. Evidence shows that CEO
managerial work is closely associated with information (Mintzberg, 1973; McKinnon & Bruns,
1992; Tengblad, 2002). Tengblad (2002) has reported that CEO spends on average 23% of total
working time in getting information. Together with informing and reviewing information, the
information-handling tasks occupy on average 51% of the total working day. Mintzberg’s three
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