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Shared ownership, shared decisions: Decision-making in 100 % employee-owned MNCs

Northern European single case study

Abstract

This thesis delves into decision-making processes within fully employee-owned multinational
companies (MNCs), focusing on a specific Northern European MNC in the software development and
consulting industry. Through qualitative research, including semi-structured interviews with key
decision-makers at the case company, the study investigates how factors such as internal resources,
governance structures, cultural differences, and geographical distances influence decision-making in
employee-owned MNCs. Key findings underscore the significance of trust, networks, and
participatory decision-making in shaping organizational behavior. Additionally, the research delves
into challenges such as incomplete information flow, power dynamics, and varying international
regulations. The study emphasizes the necessity of clear decision-making protocols, effective
communication, and leadership development to enhance decision-making efficacy in employee-owned
MNCs. It provides insights into a relatively under-researched area, highlighting the unique internal
risks such as the potential departure of large shareholders, financial risk-taking, and levels of trust that

are particularly significant in decision-making in employee-owned MNCs.

Key words: Decision-Making, Ownership Structures, Decision-Taking Structures, Multinational

Companies (MNCs), Employee-Ownership
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1 Introduction

This chapter introduces the research topic, discusses decision-making in multinational companies
(MNCs), highlights the gap in research on decision-making in employee-owned MNCs, outlines the

research purpose and questions, and presents the thesis limitations and disposition.

1.1 Background

In the evolving landscape of multinational companies (MNCs), the structure and dynamics of
ownership plays a central role in shaping organizational decision-making (Teece 2014, pp. 13-24).
Ownership structures can impact, for example, MNCs capacity to capitalize on innovation; thus,
shaping strategic decision-making (Teece, 2014, p. 27). Therefore, understanding the structure and
dynamics of ownership within MNCs is essential for comprehending various aspects of

decision-making.

This thesis evaluates decision-making in MNCs through the lens of employee ownership, which is an
ownership structure where employees own all or majority of the shares in the company they work for
(Kruse, 2022, p. 11). According to research, employee ownership can foster a more inclusive and
democratic decision-making, aligning employee interests with the long-term success of the company,
however presenting also challenges, notably financial risks (ibid.). Sauser (2009, p. 151), on the other
hand, emphasizes the growing emergence of EOCs in different countries, particularly in the UK and
parts of the European Union, and their capacity to compete effectively with other ownership
structures. Nonetheless, he also acknowledges challenges such as decay, human nature and abuse of
power faced by EOCs (ibid.). Within the complex organizational structures and cross-cultural contexts
of MNCs, the impact of employee ownership on decision-making presents a unique area for

exploration.



1.2 Problem discussion

Employee ownership isn’t a new concept but has been implemented across different sectors for
decades (Russell, 1985, p. 217). However, Kruse (2022, p. 11) highlights that there's a lack of
comprehensive data or research available on this specific aspect of ownership structure where
employees own 100 % of a company. Therefore, further research is suggested to better understand the

implications, benefits, challenges, and overall dynamics of employee ownership.

While decision-making in MNCs has been a widely researched topic, 100% employee-owned MNCs
are less common compared to other ownership structures. This specific structure and its influence on
decision-making within multinational settings exists only a very limited amount of research, if any.
The majority of existing research on employee-owned companies (EOCs) tend to focus on factors
other than decision-making, such as employee attitudes and company performance (Caramelli &
Briole, 2007, p. 198; Adwan, 2024, p. 1; Harrison, Singh & Frawley, 2018, p. 6), or EOCs operating
solely in domestic markets. For instance, much of the research has concentrated on EOCs operating in
the US domestic market and family businesses (Sauser, 2009, p. 152). Further, according to Kruse
(2022, p. 65), in 2002 there were over 70 empirical studies that had been conducted in the past 25
years on the effects of employee ownership. Similarly, Caramelli & Briole (2007, p.198) stresses that
a large number of empirical studies have been conducted over the last 30 years to explore the overall

impact of EOCs on several indicators of corporate performance.

Furthermore, decision-making in multinational contexts remains a rather complex phenomenon
(Drahokoupil, 2014; Aharoni, Tihanyi & Connelly, 2011). For instance, the intricate balance between
global integration and local responsiveness presents challenges, requiring a nuanced understanding of
decision-making (Drahokoupil, 2014, p. 202). Aharoni et al. (2011, p. 135) on the other hand
emphasize the need of managing risks and uncertainties associated with factors such as a lack of
information and reliance on multidimensional organizational processes. Moreover, decision-making in

MNC:s is often influenced by bounded rationality, biases, and organizational complexity (ibid.; Elbana



et al., 2020, p. 573). Moreover, according to Fortune (2021, para. 3), tensions among board leaders are
high, with 47 % expressing a desire to replace a colleague, 18 % saying a fellow board member
oversteps the boundaries of their role, and 14 % saying a peer’s interaction style negatively affects
board dynamics, suggesting a possible need for enhanced communication and decision-making.
Additionally, it’s particularly relevant in the context of employee-owned companies, where the

ownership structure influences managerial decision-making (Javed & Idris, 2018, p. 10).

Moreover, despite the growing interest in employee ownership (Kruse, 2022, p. 11), there remains
gaps in understanding many of its characteristics, such as outcomes for the original owners who
decide to transition their ownership to employees (Freeman, 2007, p. 27; Kruse, 2022, pp. 10-11).
This includes understanding their motivations, the financial and non-financial impacts on these
owners, and the broader implications of such transitions for the business ecosystem. This is supported
by Freeman (2007, pp. 18-20) and Harrison et al. (2018, p. 6) who both point out that the literature has
not adequately addressed the real-world issues and ‘pragmatic’ challenges encountered by EOCs. This
includes issues related to capital formation, managing retirements and payouts, navigating the
dynamics among employees who benefit differently from participation in employee ownership, and
aligning internal strategies (Freeman, 2007, p. 19; ibid.), all of which relate to our thesis topic in a

sense, i.e., decision-making.

1.3 Research purpose and research questions

The purpose of this research is to investigate how employee ownership influences decision-making
within multinational companies (MNCs), aiming to bridge gaps in existing literature and offer insights
for academic and practical applications in international business. Furthermore, expanding the thesis to
include dimensions from strategic and operational management to governance structures, cultural
diversity, and risk management is expected to enrich the analysis of decision-making within

employee-owned MNCs.



The research question guiding this study is:

® How is decision-making shaped in employee-owned multinational companies (MNCs)?

To address this question, we formulated one sub-question that is:

e What are the factors shaping decision-making in employee-owned multinational companies

(MNCs)?

Contributions

The purpose of our study is to provide a more holistic understanding of how employee ownership
affects decision-making in the context of MNCs. Our research aims to offer valuable insights for both
academic research and practical application in the field of international business. Identifying the
characteristics of decision-making in multinational companies from the perspective of employee

ownership can potentially provide new perspectives and findings for this research area.

Understanding how ownership structures impact board composition and decision-making processes
can help companies design governance frameworks that promote transparency, accountability, and
alignment with stakeholder interests. Additionally, understanding how ownership structures influence
risk perception can help companies identify and mitigate potential risks more effectively, thereby
enhancing resilience and competitiveness in global markets. Given the diverse workforce and
cross-cultural contexts of MNCs, understanding how employee ownership influences decision-making
can inform cross-cultural management practices. For instance, insights into how ownership structures
impact communication, conflict resolution, and decision consensus-building processes can help

managers navigate cultural differences and foster collaboration across geographically dispersed teams.

1.4 Delimitations

To provide a clear framework for exploration, this thesis establishes certain delimitations. The thesis

is written in collaboration with a Northern European, 100% employee-owned case company, operating



in the software development and consulting industry. This single case study approach imposes specific
parameters on the research. This study explores the nuances of the case company’s organizational
structure and decision-making. It will conduct a focused investigation, limited to the board and
leadership team as key respondents. This focus acknowledges the special dynamics found in
employee-owned MNCs and the ownership structure’s impact on decision-making. However, it also
entails that the findings and conclusions drawn within this thesis may not be transferable to
organizations with different ownership structures, different geographical scopes, or other industries.
Variations in organizational culture, leadership dynamics, and decision-making frameworks across

industries and ownership types may result in different outcomes.

1.5 Disposition

This thesis proceeds as follows: section 1 introduces the work, framing the overview of the topic
being researched and formulating a research question. Section 2 establishes the theoretical framework
by reviewing relevant theoretical concepts and literature that inform the study’s approach and
analysis. Section 3 describes how the research was conducted, offering insights into the methodology
such as the research approach and a discussion about the study’s quality. The empirical data is
presented in section 4, followed by an analysis in section 5. Finally, section 6 concludes the work,

providing conclusions and recommendations (Figure 1).

) . 2 Theoretical 4 Empirical . .
1 Introduction > framework > 3 Methodology > findings > 5 Analysis > 6 Conclusion >

Figure 1. Disposition of the study.
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2 Theoretical framework

This chapter establishes the theoretical foundation of the research by reviewing relevant literature,

theoretical concepts, and frameworks that inform the study's approach and analysis.

2.1 Decision-making in MNCs

Various theoretical approaches have been proposed to understand the complexity of decision-making
in multinational corporations (MNCs), all of which offer unique perspectives, some of which also
diverge. To be able to understand decision-making in employee-owned MNCs, we first want to
understand decision-making in multinational companies in general. For this, we have compiled below
three significant theories that offer understanding, although they may overlap or offer divergent
perspectives partially. Despite that, to gain an understanding of MNCs' decision-making we have
taken into consideration the resource-based view (RVB), the actor-based perspective and the
attention-based view (ABV) (Drahokoupil, 2014, p. 205; Elbanna et al., 2020, p. 583), which will be

described in more detail below.

Resource-based view (RBV)

To build on our research on ‘how is decision-making shaped in employee-owned multinational
companies’ understanding how internal resources are managed and utilized becomes necessary, as
employees are key stakeholders in decision-making processes (Madhani, 2017, pp. 1-3). To delve into
this, we turn to the resource-based view (RBV) originally from Penrose (1959), that is used in
research to underscore the importance of a firm's internal resources to shape the strategic
decision-making (Nemati, Bhatti, Magsal, Mansoor & Naveed, 2010, p. 113). Essentially, it
emphasizes that the resources a company possesses, whether tangible like financial assets or
intangible like knowledge and culture, greatly influence its ability to make decisions. Moreover,

researchers describe that RBV focuses on the internal resources of a firm as the primary source of
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competitive advantage (Drahokoupil, 2024, pp. 206-207; Elbanna et al., 2020, p. 586). In the context
of MNC:s, this perspective emphasizes how the unique resources and capabilities of each subsidiary

can lead to a competitive edge.

Moreover, managerial decisions create the firm’s organizational heritage and dynamic capabilities
(Teece 2014, p. 21). These capabilities tend to get built over time, are difficult to imitate, and cannot
be bought (ibid.). Further, the article by Teece (2014) highlights that organizational knowledge and
capabilities, which also include tacit knowledge', are distinct from the summation of individuals'
knowledge and skills (Teece, 2014, pp. 23-30). Furthermore, according to Teece (2014, p. 21),
companies with strong dynamic capabilities can quickly adapt to new technology and market changes.
This distinction underscores the importance of leveraging tacit knowledge within MNCs and

decision-making.

Actor-centered perspective

Connected to the thesis investigating internal actors' roles in shaping the decision-making, research by
Drahokoupil (2024, p. 209) discusses the actor-centered perspective, which focuses on the roles and
influences of different actors within MNCs. This includes, for example, the micro-political processes
through which company strategy and employment relations are negotiated and reshaped. Moreover,
the actor-centered perspective highlights the importance of understanding the dynamics and power

relations among different stakeholders within the MNC (ibid.).

Furthermore, managerial cognition, bounded rationality, and cognitive biases significantly influence
the strategic choices made by MNCs (Elbana et al., 2020, pp. 573-583). This means that the process
by which decisions are made is not always perfectly rational or objective, which contributes to a
deviation from the rational decision-making structures traditionally used in international business

theory (Elbana et al., 2020, pp. 580-581). To elaborate further on our research topic, bounded

! The knowledge, competencies, and abilities a person acquires through experience, which are often challenging
to articulate or otherwise communicate.
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rationality suggests that when individuals make decisions, their rationality is limited by the
information they have, the cognitive limitations of their minds, and the finite amount of time they
must make a decision (Elbana et al., 2020, p. 573). It contrasts with the idea of perfect rationality in
classical economic theory, where it is assumed that individuals have access to all information, can
process it without limit, and thus can make the optimal decision. Bounded rationality acknowledges
that in reality, individuals must often make decisions based on incomplete information and through
heuristics or rules of thumb, leading to seeking a solution that is good enough, rather than

optimal—due to these constraints. (Foss, Foss & Nell, 2012, pp. 253 & 256).

Attention-based view (ABV)

The third perspective that we will focus is the attention-based view (ABV), originally from Ocasio
(1997), which posits that firm behavior is determined by the context in which decision-makers find
themselves and the issues or activities to which they pay attention (Elbanna et al., 2020, p. 583;
Tuggle, Sirmon, Reutzel & Bierman, 2010, p. 947). This approach has been neglected in the literature,
despite its potential to enhance our understanding of the decision-making in MNCs. Furthermore, the
ABYV outlines how companies respond and adjust to shifts in their environment (K&ning, 2020, p. 3),
and by focusing on where the attention is directed ABV can possibly show us how employee

ownership influences decision-making.

2.2 Factors shaping the Decision-Making

When looking into the factors that influence decision-making in MNC:s, literature suggests that there
are external and internal factors which shape the overall strategic orientation of the firm in
international markets (Harvey et al., 2011, p. 183). For example, contextual factors such as cultural
and geographical distance play a critical role in determining the strategies employed by MNCs
(Elbanna et al., 2020, pp. 580-583; Maekelburger, Schwens & Kabst, 2012, pp. 470-471).
Furthermore, research has shown that the characteristics of managerial decision-makers play a

significant role in shaping the international behavior of firms (Aharoni et al., 2011, p. 138).
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Recent research underscores the importance of incorporating behavioral factors into the analysis of
MNC decision-making, particularly in the face of uncertainty and incomplete information (Acedo &
Galan, 2011, p. 661). According to Elbanna et al. (2020, p. 581), empirical studies have shown that
under unpredictable environmental conditions, decision-makers may rely on heuristics, or 'simple
rules' learned from experience rather than on analytically complex and information-intensive 'rational'
approaches. This aligns also with the findings of Mainela and Puhakka (2009, p. 130), who observed a

preference for effectual decision-making in markets characterized by high uncertainty.

Furthermore, the creative process of international entrepreneurship, particularly in turbulent contexts,
emphasizes the capability to proactively avoid problems and quickly react to unexpected ones. This
approach to decision-making is based mostly on a creative activity where the path is forged as one
progresses (Mainela & Puhakka, 2009, p. 129). In addition, the complexity of managing relationships
requires an understanding of the various forces at play, including cultural differences, institutional
environments, and the dynamics of partner relationships (Harvey et al., 2011, pp. 179-180;
Maekelburger et al., 2012, p. 471). Moreover, the creative and proactive behaviors necessary for
navigating turbulent markets underscore the need for a more nuanced understanding of international
entrepreneurship as a process of making sense of and acting upon emerging opportunities (Elbana et

al., 2020, p. 574).

Lastly, the composition of top management teams? (TMTs) and the organization's capacity for learning
are pivotal in shaping the decision-making of MNCs (Harvey et al., 2011, p. 178). An important
aspect is to have diversity within TMTs in terms of experience, cultural background, and expertise, to
enhance the strategic decision-making capabilities of MNCs by providing a broader range of
perspectives and insights (Aharoni et al., 2011, p. 140; Harvey et al., 2011, p. 180). Organizational

learning mechanisms enable MNCs to adapt and leverage their existing knowledge and networks to

2 Groups of key executives who make critical decisions influencing the strategic direction and performance of
MNCs.
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facilitate strategic decision-making and implementation (Elbana et al., 2020, p. 581). This theoretical
framework by Elbana et al (2020, p. 578) emphasizes the importance of understanding the
decision-making in MNCs as a complex interplay of incremental learning, behavioral factors,
contextual influences, and the strategic roles of top management teams and organizational learning

mechanisms.

2.2.1 Influence of company structure.
According to Foss et al. (2012, pp. 249-250), the structure of the MNCs significantly influences
decision-making, suggesting that the organizational structure must align with the demands of the
environment and the complexity of the operations to ensure effective decision-making. For example,
centralization in the context of MNCs structure refers to decision-making authority being centralized
at the top levels of the organization, typically within the corporate headquarters (HQs) (Ciabuschi,
Dellestrand, & Holm, 2012, p. 220). This approach implies that strategic decisions, policies, and
directives arise from the center and are implemented across the organization's global operations
(ibid.). According to research, centralization can streamline decision-making, ensure consistency
across operations, and align global strategies with corporate objectives. However, it may also lead to
slower responses to local market changes and a lack of empowerment at lower levels of the

organization. (Ciabuschi et al., 2012, p. 218).

On the other hand, decentralization involves distributing decision-making authority closer to the
sources of information and action, such as regional or local subsidiaries, which allows for greater
autonomy in decision-making at lower levels of the organization (Ciabuschi et al., 2012, p. 220).
Decentralization can enhance flexibility, motivate subsidiary managers by giving them more control,
and facilitate the leveraging of local knowledge and expertise. However, it may also result in a lack of
coherence in global strategy and challenges in maintaining consistent standards and practices across
the organization. (Ciabuschi et al., 2012, p. 216). According to Williams and Triest (2009, pp.

163-164) decentralization is often necessary, especially in the service industry, in order to empower
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front-line staff and enhance customer interactions. Additionally found by the same authors, the
decision to decentralize into subsidiaries aims to foster an innovative corporate culture and achieve a
competitive advantage through increased responsiveness (ibid.). Furthermore, according to Ciabuschi
et al., (2012, p. 216), there is a trend towards decentralization in MNCs that can be seen as a response
to the complexities of managing operations across diverse geographic locations. Moreover, in
companies that operate without a recognized central HQ, decisions are typically taken through a
distributed knowledge system and collaborative processes, which requires effective communication

and a strong culture of collaboration (Ciabuschi et al., 2012, p. 218).

In relation to the above, the balance between global integration® and local responsiveness* poses
challenges for MNCs (Drahokoupil, 2014, p. 202). This involves the need to centralize
decision-making and leverage global economies of scale, but also the need to adapt products, services,
and operations to meet the specific needs, preferences, and regulatory requirements of each local
market (ibid.). Moreover, according to Drahokoupil (2014, p. 202), navigating the tension between
these two imperatives is complex because it involves making strategic choices that can have profound
implications for an MNC'’s structure, processes, and overall competitiveness. For instance, too much
emphasis on global integration can lead to services that fail to meet local market needs, while
excessive focus on local responsiveness can result in inefficiencies and a fragmented corporate
strategy. Therefore, MNCs must develop a nuanced understanding of their decision-making processes

to effectively balance these pressures (ibid.).

2.2.2 Influence of cultural aspects.

The influence of cultural dimensions on organizational behavior, particularly in the context of
employee-owned companies (EOCs), provides a critical lens through which to examine

decision-making in MNCs. Hofstede's (2001) cultural dimensions serve as a foundational framework

* Process of standardizing operations and strategies across different countries to achieve efficiency, consistency,
and coherence in the global marketplace.

* Process of tailoring products and operations to fit the specific demands and conditions of different local
markets.
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for understanding how cultural values can shape employee attitudes towards employee-ownership
and, by extension, decision-making within multinational settings (Caramelli & Briole, 2007, p. 300).
For example, in cultures characterized by high individualism, the concept of employee ownership
aligns well with the cultural emphasis on individual achievement and ownership. This cultural
alignment suggests that employee ownership schemes may be more readily accepted and could have a
more positive impact on employee attitudes in individualistic cultures compared to collectivist ones.

(Caramelli & Briole, 2007, pp. 297-298).

Masculinity, as a cultural dimension, emphasizes achievement, success, and competition. In such
cultures, the financial aspects of employee ownership, such as stock options or profit-sharing, may be
particularly motivating for employees, as these elements resonate with the cultural values of
achievement and success (Caramelli & Briole, 2007, p. 300). On the other hand, cultures with high
uncertainty avoidance, which are characterized by a low tolerance for ambiguity and risk, might view
employee ownership—especially those involving stock options or market-dependent rewards—with
skepticism due to the inherent financial uncertainties associated with these forms of ownership

(Caramelli & Briole, 2007, pp. 299-300).

Furthermore, participation in decision-making—a key component of employee ownership—is also
viewed differently across cultures. In cultures with low power distance, participatory decision-making
is likely to be embraced as it aligns with cultural norms of egalitarianism and collaboration. However,
in high power distance cultures, where hierarchical structures are more accepted, participatory
decision-making might be met with resistance or may require adaptation to fit within a more

hierarchical context. (Caramelli & Briole, 2007, p. 298).
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2.2.3 Information flow and transparency.

Fundamental factors in decision-making are information flow and transparency, which contribute to
reducing information asymmetry, facilitating effective delegation, supporting procedural justice’, and
finally, enhancing the overall quality of decision-making (Aharoni et al., 2011, p. 139; Foss et al.,
2012, pp. 247-253). According to the literature, the quality of decisions improves with effective
information flow as it ensures that decision-makers at all levels are well-informed. In addition,
comprehensive access to relevant data and insights enables decision-makers to consider all aspects of

a situation, leading to more strategic and effective decisions (Foss et al., 2012, p. 253).

Further regarding the procedural justice, when it’s high, it assures individuals that there is a structure
to protect interests and strengthens their position in the organization, which also strengthens their
identification with the group or organization (Asmussen, Foss, & Nell, 2019, pp. 530-538; Johnson,
Korsgaard, & Sapienza, 2002, p. 1145). Crucial for decisions to be perceived as fair, transparent, and
inclusive by those involved or affected by the decisions, it emphasizes the importance of how
decisions are made, ensuring that the processes are consistent, unbiased, free from prejudice, and that
all stakeholders have a voice in the process. (Asmussen et al., 2019, pp. 530-538). To ensure high
procedural justice, well working information flow and transparency is apparent in decision-making
—possibly involving extensive consultations and efforts to include a wide range of stakeholders in the

decision-making (Asmussen et al., 2019, p. 530).

However, the need to reach a consensus among a diverse group of stakeholders might lead to a
time-consuming and resource-intensive decision-making that includes compromises that could
weaken the strategic intent (Asmussen et al., 2019, pp. 537-539). Despite that, according to the
research the inclusive approach contributes a stronger commitment to the decision from all levels of
the organization, as stakeholders feel respected and valued, which can be crucial for the successful

implementation of the firm’s strategy (Johnson et al., 2002, p. 1155).

> Procedural justice refers to the fairness of the processes and methods used to make decisions and resolve
disputes.

18



As highlighted by Parboteeah and Cullen (2009, pp. 5-6), the complexities inherent in MNCs business
operations include, among others, navigating diverse cultural backgrounds, managing operations
across different currency systems, and adhering to local legal and political frameworks. These
challenges directly impact decision-making in MNCs, particularly in areas such as communication,

which can be hindered by geographical distances and language barriers (Parboteeah & Cullen, 2009,

pp. 5-6).

2.3 Employee-owned companies (EOCs)

Employee-owned companies have garnered increasing attention in the field of organizational theory
(Kruse, 2022, p.11). This can be due to it being generally associated with stability, better worker
outcomes, and higher survival rates (Kim & Ouimet, 2014, p. 432; Kruse, 2022, pp. 4-10; Rowley,
2014, p. 289; Sauser, 2009, p. 152). Moreover, the studies suggest that employee participation in
decision-making within EOCs impacts favorably the overall performance of these organizations
(Fernandez-Guadano, 2015, p. 201). Further on, employee ownership in privately held MNCs could
potentially alter the traditional dynamics of decision-making and governance, offering both
opportunities and challenges (Mainela & Puhakka, 2009, p. 125). On the one hand, employee
ownership might foster a more inclusive and participatory decision-making, aligning the interests of
employees with the long-term goals of the corporation. On the other hand, it could introduce
complexities in strategic decision-making, especially in the context of operation in diverse markets

(Elbanna, Hsieh, & Child, 2020, p. 576).

In an employee-owned business, employees own the majority or all the company's shares. This
ownership often grants them voting rights in company decisions and allows them to share in the
company's profits. (Mackin, 2023, Introduction, para. 1; Russell, 1985, pp. 221-222). A contemporary
discourse about employee ownership in the workplace makes use of four distinct but overlapping

meanings as follows: a) ownership as compensation, where ownership is a form of compensation for
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work performed, beyond traditional wages or salaries, b) ownership as investment, where ownership
is viewed as an investment by employees in their company, with the expectation of financial returns,
c¢) ownership as retirement benefit, where ownership is considered a benefit for retirement, similar to a
pension, where employees accumulate value in the company that can support them financially in
retirement, and d) ownership as membership, which highlights the role of ownership in granting
employees membership status within the company, often with a say in governance and a share in the

decision-making (Mackin, 2023, Four meanings of ownership, para. 1-5).

Moreover, the ownership percentage can range from partly employee-owned to full ownership, where
employees own 100% of the company. The difference between fully employee-owned companies and
partly employee-owned companies lies in the extent of ownership and control. In fully
employee-owned companies, employees own all the shares, giving them complete control over the
company's decisions and direction. In partly employee-owned companies, employees own a portion of
the shares, which gives them a stake in the company but not necessarily full control, as there may be
other shareholders involved. (Russell, 1985, pp. 221-222). Moreover, in 100 % employee-owned
companies only individuals who work in the company are normally permitted to take part in its
ownership. Ownership is shared among many individuals within the company, rather than being

concentrated in the hands of a few proprietors or partners. (Russell, 1985, p. 221).

2.3.1 Impacts of employee-ownership.

Kruse (2002, pp. 65-90) explains that while employee ownership often leads to positive outcomes, its
effects can be influenced by a range of factors including the level of employee participation in
decision-making. For example, according to Conte & Tannenbaum (1978, p. 27), direct ownership is
more likely to be associated with positive effects on profit, suggesting that the form of employee
ownership matters in realizing financial benefits. They draw conclusions that when employees own

shares directly in the company, they're more involved in decision-making,.

20



Moreover, employee ownership suggests a shift in power dynamics, as employees gain a sense of
responsibility and rights to participate in organizational decision-making. This shift can lead to
enhanced organizational productivity, particularly when employees are involved in strategic decisions,
highlighting the importance of middle managers in the strategy process. (Javed & Idris, 2018, pp. 3 &
10). Additionally, it can be stated that employee ownership structures can enhance the feeling of
decision-making perceived as fairer and more inclusive, due to employee-owners are likely to have a
greater say in the decision-making, which support the procedural justice in the company (Asmussen et
a., 2019, pp. 528-530; Johnson et al., 2002, p. 1155). Moreover, employee ownership is associated
with psychological ownership®, which fosters a common interest among employees, leading to

increased enthusiasm and satisfaction (Javed & Idris, 2019, p. 3; Rowley, 2014, p. 289).

However, in contrast Kruse (2022, p. 10) suggests that while the average performance of EOCs is
positive, there is considerable variation, and adopting employee ownership does not guarantee
success. Additionally, while there are studies suggesting that EOCs may be more profitable than
comparable companies, further research is needed to confirm this (Conte, & Tannenbaum, 1978, pp.
25-27). Furthermore, challenges such as the free-rider problem’ (Kim & Ouimet, p. 1294), financial
risk, and the ownership stakes can hinder the full realization of the potential benefits of employee
ownership (Kruse, 2022, p. 8). Also, the lack of a supportive infrastructure, including expertise on the
legal, financial, and workplace culture aspects of employee ownership, poses potential barriers to its

implementation (Kruse, 2022, p. 10).

2.3.2 Risk management.

Risk management is crucial for maintaining the financial stability of employee-owned multinational
corporations (MNCs) while also safeguarding the well-being of employee-owners. The ownership

structure of these corporations necessitates a risk management approach deeply intertwined with both

® Psychological ownership is the feeling/sensation that something is "mine" or "ours".
’ The free-rider problem is when individual effort's rewards are shared among workers, reducing the incentive
for hard work.
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individual and collective decision-making (Blasi, Kruse & Markowitz, 2008, pp. 24-25). This
relationship becomes more complex within MNCs due to the amplified operational complexity and

diverse risks involved.

A common challenge in employee-owned corporations is the concentration of investment, where
employees often invest a significant portion of their wealth in the company, deviating from the
diversification principle endorsed by portfolio theory (Blasi et al., 2008, p. 2). This concentration
heightens financial risks for employees, as evidenced by cautionary tales® such as the United Airlines'
employee buyout, which underscores the repercussions of not aligning ownership structures with
employees’ risk profiles (Blasi et al., 2008, p. 24). Therefore, effective risk management in MNCs

requires strategic alignment between ownership structures and risk management practices.

Moreover, the subjective perception of risk among employees significantly influences their attitudes
and behaviors towards shared capitalism (Blasi et al., 2008, p. 25). This perception, combined with
the objective financial risk of concentrated investments, necessitates a sophisticated risk management
approach that caters to both financial and psychological dimensions. Additionally, MNCs require risk
management practices that fit their international operations and account for employee-owners' unique
risk profiles. This strategic approach should be integrated into high-level decision-making to ensure

sustainable growth and employee well-being (Mikes, 2009, p. 18).

Furthermore, Enterprise Risk Management (ERM) has evolved to encompass both quantifiable and
unquantifiable risks, reflecting a shift towards holistic risk management (Mikes, 2009, pp. 29-30).
ERM serves as a learning machine aiding in strategic planning and decision-making, especially in the
context of MNCs (Mikes, 2009, p. 35). Regulatory encouragement reinforces the shift towards
integrated risk management practices, underscoring its importance in both banking supervision and

corporate governance (Mikes, 2009, p. 25). However, the implementation of ERM can vary across

8 Stories that warn about potential risks or mistakes, often based on real-life incidents, serving as reminders of
the consequences of poor decisions or inadequate risk management.
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organizations, reflecting broader strategic orientations and how risk management is integrated with
planning and performance measurement (Mikes, 2009, p. 26). This variation underscores the need for
decision-makers to consider both fact-based and value-based considerations when managing risks

(Aven, 2016, p. 3).

Lastly, integrating risk management with employee ownership and decision-making in MNCs is vital
for balancing financial risks and rewards. By addressing both objective and subjective aspects of risk,
MNC:s can develop resilient and sustainable business models that align the interests of
employee-owners (Blasi et al., 2008, p. 2; Mikes, 2009, p. 19). As risk management continues to
evolve, organizations need to adopt flexible and adaptive approaches to navigate uncertainties and
complexities, ensuring the well-being of both the company and its employees (Aven, 2016, pp. 9-11;

Aharoni et al., 2011, p. 135).

2.3.3 Corporate governance.

Corporate governance consists of processes, laws, and institutions that affect the way a company is
directed, managed, and controlled, with a focus on the separation of powers between the management
and the board of directors. This separation is important for efficient leadership, as board members
often have limited time while management handles day-to-day operations. Further, governance
ensures that there is a clear framework for decision-making and accountability within the company,
which means that decisions are made with proper oversight and that individuals and groups within the

organization are responsible for their actions. (Madhani, 2017, pp. 1-3).

As discussed further on in Chapter 3 and Choice of case, there’s focus on governance of 100 %
employee-owned companies in this thesis. These companies, privately held by their nature,
encompass a broader scope than just the activities of boards of directors, considering aspects such as
ownership roles (both formal and informal) and other governance mechanisms like executive

compensation and financial reporting (Uhlaner, Wright & Huse., 2007, p. 226). According to the
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research, this broader perspective allows for more flexible decision-making compared to the more
regulated environment of public companies. The flexibility in governance structures can enable
privately-held MNCs to adapt more swiftly to changes and make decisions that are closely aligned
with the strategic visions, as these companies are not bound by the same corporate governance
standards as public companies (Uhlaner et al., 2007, pp. 225-227 & 239). However, existing literature
tends to focus on publicly held companies, overlooking the unique dynamics of privately held MNCs
(Mainela & Puhakka, 2009, p. 117). This oversight is significant, given that privately held
multinationals constitute a substantial portion of the global economy and possess unique governance
structures and decision-making processes compared to their publicly held counterparts (Harvey,

Griffith, Kiessling, & Moeller, 2011, p. 181).

By ensuring that the board of directors has the necessary skills and knowledge to guide the company's
growth, the board can provide strategic oversight and valuable insights that align with the company's
objectives and market opportunities (Madhani, 2017, p. 2). Since governance helps to ensure that
resources are allocated efficiently, the board can oversee financial management and investment
decisions to ensure that resources are directed towards profitable growth opportunities, which delivers
accountability and performance and prevents opportunistic behavior’ (ibid.; Foss et al., 2012, pp.
251-252). Moreover, an external board provides an additional layer of oversight and impartiality
(Clarysse, Knockaert, Lockett, 2007, p. 246-247), which is particularly important in an
employee-owned company where the lines between ownership and management can sometimes blur.
Therefore, the distinction between ownership and management plays a crucial role in the governance
of privately-held and employee-owned firms, with different implications for decision-making,

depending on whether these roles overlap or are distinct (Uhlaner et al., 2007, pp. 236).

Lastly, country differences also play a role in shaping governance practices in multinational EOCs

(Uhlaner et al., 2007, p. 235). According to Uhlaner et al. (ibid.), the governance cannot be fully

? Opportunistic behavior is taking advantage of opportunities for personal gain without regard for others.
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understood without considering the specific country context. Together, ownership structure and
country differences provide a multifaceted view of governance in privately held EOCs indicating that
governance practices are not one-size-fits-all but are instead deeply influenced by these critical factors

(Uhlaner et al. 2007, pp. 231-232 & p. 235).

2.4 Conceptualization framework

In accordance with the theoretical framework presented above, we identified four key themes, and
below them the key factors that we believe influence decision-making in employee-owned MNCs
(Figure 2). To thoroughly explore the factors that shape decision-making in employee-owned MNCs,
the rationale for selecting these four key themes is the basis of our research questions. In addition, the
conceptualization framework developed draws inspiration from Elbana et al. of the proposed

theoretical model. (2020, p. 578).

Ownership structure and internal resources Organizational behavior
Internal relationships, firms" dynamic Influence of company hierarchy, sharcholders,
capabilities, and resource management and information flow

Y r'd

Decision-making in employee-

owned MNCs

7 N\

Environmental factors Individual decision-makers role
Governance, legislation, cultural elements, and Understanding motivations, managerial
uncertainty and risks characteristics, and power relations

Figure 2. Conceptualization Framework.
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Ownership structure and internal resources

First, we identify that the ownership structure and firm’s internal resources influence EOCs
decision-making, drawing from the Resource-based view (RBV) (Madhani, 2017, pp. 1-3; Nemati, et
al., 2010, p. 113). Here we delve into the key areas: internal relationships (Elbana et al., 2020, p. 581),
dynamic capabilities such as tacit knowledge (Teece, 2014, pp. 23-30), and resource management
(Drahokoupil, 2024, pp. 206-207; Elbanna et al., 2020, p. 586). We believe these factors are of
importance in our study since company structure and employment relations can be negotiated and

reshaped.

Organizational behavior

Secondly, we believe that organizational behavior is an influencing factor, following the principles of
attention-based view (ABV) (Elbanna et al., 2020, p. 583; Tuggle et al., 2010, p. 947). This covers the
key areas: influence of company hierarchy (Caramelli & Briole, 2007, p. 298), shareholders influence
in decisions (Aharoni et al., 2011, p. 138), since we believe that shareholder motives are paramount to
decisions that they make. Moreover, information flow (Aharoni et al., 2011, p. 139; Foss et al., 2012,
pp. 247-253), we believe is a central factor in the decision-making to ensure that decision-makers at

all levels are well-informed.

Individual decision-makers role

Our third step in our framework we identify individuals’ decision-makers role, following the
actor-oriented perspective (Drahokoupil, 2024, p. 209). This step includes understanding motives,
managerial characteristics, and power relations of the decision-makers (Aharoni et al., 2011, p. 138).
We believe these three play a significant role in shaping and understanding the international behavior

of firms’ decision-making.
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Environmental factors

Lastly the conceptual framework of the study includes environmental factors such as governance and
legislation which shapes the decision-making landscape and extends to all ownership roles and
responsibilities, as highlighted by Uhlaner et al. (2007, p. 226). This is followed by cultural elements,
which plays a critical role in understanding how cultural values can shape employee attitudes towards
employee ownership and, by extension, decision-making within multinational settings (Caramelli &
Briole, 2007, p. 300). Further in the environmental factors we have uncertainties and risks, which we
believe plays a central role in ensuring the well-being of the company and employees, also highlighted

by Aven (2016, pp. 9-11) and Aharoni et al. (2011, p. 135).

To summarize, the purpose of this conceptualization framework is to provide the reader with a holistic
understanding of which theoretical themes we use in the following chapters of the thesis, especially in
the analysis (Chapter 5). Additionally, the empirical findings (Chapter 4) have been organized

according to this framework.
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3 Methodology

In this chapter, the selected research approach, choice of case, and collection of data will be
introduced, along with an explanation of the research process. The chapter will also cover the

measures taken to ensure the quality of the study.

3.1 Research approach

Given the research question ‘How is decision-making shaped in employee-owned multinational
companies (MNCs), we chose a case study method for this thesis. This choice was supported by the
novelty of the research area, the limited availability of existing data, and the lack of suitable theories
(Bell, Bryman & Harley, 2022, pp. 63-64; Eisenhardt, 1989, p. 548). Further, the case study approach
is well-suited for examining contemporary phenomena in their real-life context, particularly when the
boundaries between the phenomenon and its context are unclear (Yin, 2009, p. 11; Merriam, 2002, p.

8).

Furthermore, we use abductive reasoning, which is suitable for creating new theories by examining
individual cases (Bell et al., 2022, pp. 528-529). This methodological choice suited the study's goal of
exploring factors not previously addressed in the literature. The utilization of abductive reasoning in
our research was driven by the need to explore novel territories and generate fresh insights. Unlike
deductive reasoning, which starts from general principles and applies them to specific cases, or
inductive reasoning, which begins with observations and seeks to establish general principles,
abductive reasoning operates in the realm of inference to the best explanation (ibid.). Abductive
reasoning enabled us to remain open to unexpected findings and adapt our conceptual framework
accordingly, ensuring a responsive approach to understanding our research question. Additionally, our
research methodology aligns with an interpretivist philosophy (Bell et al., 2022, p. 362), emphasizing

the importance of deeply understanding real-life situations. By embracing interpretivism, we delved
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into existing processes, uncovering subtle dynamics and contributing to a richer understanding of this

phenomenon.

3.2 Choice of case

Convenience sampling, a widely used method in business and management studies (Bell et al., 2022,
p- 200), was employed to select the case study for this research. This approach was chosen due to the
scarcity of 100% employee-owned multinational companies, making it challenging to find comparable
cases. Additionally, the selected case company had the advantage of another author having prior
employment there, which led us to expect potentially insightful findings for the study. This selection
aligned with the concept of purposive sampling, as discussed by Merriam (1998, pp. 61-62), where
cases are chosen based on their suitability for meeting the study's objectives and providing deep

insights and understanding.

Criteria for selection included 100% employee-ownership, privately held, global operations, and
representation of typical decision-making patterns, all of which the chosen case fulfilled. Moreover,
the chosen case provided a diverse yet manageable context across five Northern European countries,
facilitating the examination of cultural influences. The selected case was also chosen to reflect the
average scenario of interest in the research question, aiming to capture typical patterns and dynamics

surrounding decision-making within such organizations.

Representation of
100 % employee-owned Privately held Global operations typical decision-
making patterns

Figure 3. Case selection criteria.
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3.3 Collection of data

Primary & secondary data collection

To enhance the validity and reliability of the findings, this study employs a triangulation approach
(Bell et al., 2022, p. 369; Schmidt, 2004, p. 179). We utilized semi-structured interviews,
observations, internal documentation, and information from the company’s website. Moreover, we
conducted the work at the case company's premises regularly every week throughout the research
period. This consistent presence helped us to become familiar with the company and its culture.
During the interviews, we incorporated an observational method where one author conducted the
interview while the other remained silent, off camera, observing and listening, and transcribing. This
practice proved effective, as it allowed us to reflect on the discussion together afterward. The purpose
of this observation was to capture additional aspects, such as tones of voice and non-verbal
communication, which could provide deeper insights into attitudes or unspoken tendencies.
Furthermore, the case company's internal documents were used as a secondary data source (Merriam,
1998, p. 122), albeit to a limited extent. These documents offered a superficial understanding of the
company’s past decision-making processes, which helped contextualize our study and facilitated the

examination of different theoretical perspectives (Merriam, 1998, p. 204).

A total of 13 semi-structured interviews were conducted with the leadership team and selected board
members of the case company during weeks 8-12, 2024. These interviews were carried out through
Microsoft Teams, despite one that was an in-person meeting. The questions centered around
employee-ownership, strategic international management, and decision making, as detailed in the
interview guide (Appendix 1). The interview guide was developed to ensure consistency and
comparability of responses during the semi-structured interviews. Clear and simple wording of
questions was emphasized to reduce the risk of misinterpretation, as Bell et al. (2022, p. 366)

suggests. Moreover, it was sent to all respondents prior to the interviews.
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The semi-structured format facilitated in-depth responses (Schmidt, 2004, p. 255), allowing
interviewees to elaborate their responses and provide insights into their experiences and expertise.
Participants were encouraged to express their perspectives openly, fostering candid discussions and
enriching data depth. All data collected were anonymized for confidentiality (Appendix 2). We have
utilized the differences in countries of operation to analyze cultural variations within a multinational
context. However, since all five countries are represented, there are too few individual respondents
representing each country in the respondents that, to protect and ensure anonymity, we do not mention

which of the respondents was the representative of which country.

Selection of respondents

Respondents were selected using purposive sampling, following the recommendations outlined by
Bell et al. (2022, p 388). This method ensured that participants were chosen based on specific criteria
relevant to the research question. A strategic approach was employed to assemble a cohesive sample
of primary data. The selection criteria were established in consultation with the supervisor of the case
company, focusing on key decision-makers. The sample included the entire leadership team, including
C-level executives such as the CEO, CFO, and CTO, along with group function leaders like the Chief
People Officer and Chief Service Officer. Additionally, two members of the board, including the head
of board, were included. This group collectively holds significant decision-making power within the

case company and encompasses major shareholders, including the largest shareholder.

Contact was established with the respondents via email (Appendix 3), inviting them to participate in
semi-structured interviews. The selection process yielded 11 respondents (Table 1) referred to as

R1-R11 throughout the study to maintain confidentiality. The titles of the respondents are not linked
to the respondent in order to maintain anonymity, because in the leadership team and board each title

is held by only one person.
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Respondent (R) Date of Interview Interview Length Interview Type
R1 Feb 19 1 hour 30 minutes Online Interview
R2 Feb 21* 1 hour Online Interview
R3 Feb 21* 1 hour Online Interview
R4 Feb 21* 1 hour Online Interview
R5 Feb 22" 1 hour Online Interview
R6 Feb 26™ 1 hour Online Interview
R7 Feb 28" 1 hour Online Interview
RS Feb 28" 1 hour Online Interview
R9 Feb 28" 1 hour Online Interview
R10 March 1% 1 hour Online Interview
R11 March 1* 1 hour Online Interview
R1 March 20® 1 hour 15 minutes Online Interview
(Round two interview)
R3 April 10 45 minutes In-person Interview
(Round two interview)

Table 1. Information about interviews.

Conducting the interviews

Due to geographical constraints, interviews were conducted online using MS Teams, except for one
follow-up interview that took place in person. The interviews were held in English, the common
professional language of all participants, ensuring mutual understanding of the questions and answers.
Sending the interview guide to respondents beforehand allowed them to prepare and think about their
answers in advance. This structure also facilitated spontaneous discussion and follow-up questions,
deepening the insights provided by the respondents. Moreover, to maintain confidentiality, interviews

were not recorded. Instead, one researcher conducted the interview while the other transcribed
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responses in real-time and took on an observational role (Schmidt, 2004, p. 250). This method upheld

data integrity while respecting confidentiality. The roles were alternated so that both researchers

experienced being both interviewer and observer equally during the study.

3.4 Research process

We have presented the research process in figure 4 below. To describe it, the research journey began

with the planning and initiation phase, which included the selection of a case company, the

consideration of possible research questions, and the definition and design of the project. After that,

we started data collection, which included both empirical and theoretical data collection. An extensive

literature review helped us identify gaps in the literature, also with the help of this thesis supervisor.

We got to know the case company and started the interviews well in advance, so we had enough time

to analyze and go back and forth with empirical and theoretical insights. Furthermore, the research

process of this study involved developing theoretical ideas and collecting data iteratively, after which

we were able draw conclusions. During the project, there were a total of three peer reviews with

opponent researchers to get feedback and refine our methodology. Additionally, empirical data was

checked regularly with the case company to ensure the quality and reliability of our findings.

Planning and initiation

+ Selection of case
company

* Reflections on
possible research
questions

* Project definition and
planning

Figure 4. Research process.
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Literature review

Once the research question and objectives were delineated, a literature review was conducted to

provide a foundational understanding of the subject matter. Following guidelines outlined by Bell et

al. (2022, pp. 91-110), the literature review served as a critical tool to evaluate existing research and

theories, offering insights into decision-making within MNCs and employee-ownership. To enhance

the validity and credibility of the literature review process, a systematic approach was adopted,

employing relevant search terms and keywords to minimize researcher bias. Utilizing databases such

as Scopus and Google Scholar, a methodical search strategy was implemented to gather a

comprehensive array of relevant materials. Initial screening involved assessing the number of

citations, followed by the examination of abstracts and headings to identify articles of potential

relevance to the study.

Furthermore, the literature review was structured around two primary themes: firstly, an exploration

of decision-making theories in MNCs, encompassing factors shaping decision-making and related

challenges such as information flow, company structure, and cultural aspects. Secondly, an

investigation into employee-owned companies and their characteristics, including risk management

strategies and governance models, was conducted. These overarching themes formed the basis for

further exploration and analysis, contributing to a deeper understanding of decision-making within the

context of employee-owned organizations.

~

* Operational decision making, Strategic decision
making, Ownership % affecting decision making,
International management, Cultural differences,
Information flow and transparency, Risk
management in MNCs, Multinational Leadership,
Cultural Diversity in MNCs, Cross-cultural
Communication in MNCs, Cultural Adaptation,
Communication Transparency, Risk Assessment,
Corporate governance in privately held MNCs,

Managerial decision-making /

Figure 5. Key themes for searching relevant literature.
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Data analysis

In our data analysis, the empirical data was initially organized based on the questions posed and the
identified themes, facilitating subsequent categorization for interpretation in line with the research
questions and theoretical frameworks. We created mind maps derived from the interview questions,
which significantly aided in grouping the answers according to common characteristics. This
approach helped us identify various models and insights about decision-making and employee
ownership, as well as intersecting views. This data analysis was conducted concurrently with data

collection, a common practice in qualitative research (Merriam, 2002, p. 14).

Furthermore, the data analysis process encompassed describing, classifying, and synthesizing the
phenomena in study. Prior to empirical data collection, a thorough description and information search
on the study’s phenomena were conducted, followed by the development of a conceptual framework
and data classification. This process emphasized the interconnectedness of concepts, highlighting the

importance of comprehensive data understanding and interpretation (Graue, 2015, p. 8).

Analyzing the collected data was an important step influencing the study’s outcome. As Graue (2015,
pp. 53-54) highlights, qualitative research analysis involves more than just data processing; it’s about
making sense of the data in a manner that addresses research questions, producing meaningful insights
and conclusions. Moreover, our data analysis approach, inspired by grounded theory (Graue, 2015, p.
11), involved systematically examining the interviews and observations. We meticulously sifted'

thought the data, categorizing information, and identifying emerging themes and patterns.

3.5 Quality of the study

Given the complexity of understanding reality as holistic, multidimensional, and constantly evolving
(Merriam, 2002, pp. 4-5), ensuring the validity of a study becomes paramount. As Merriam (2002, p.

3) highlights, qualitative research is socially constructed by individuals in interaction with their world.

1% Process of carefully going through the collected information to identify relevant pieces of data or patterns.
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This is typically categorized into internal and external validity (Quintdo, Andrade, & Almeida, 2020,
p. 269). Additionally, the study's quality has been assessed based on its reliability (Bell et al., 2022,

pp. 368-369; Quintdo et al., 2020, pp. 269-270).

Internal validity

Internal validity'' (Bell et al., 2022, p. 369) of this research was supported with six strategies
including triangulation, long-term observation, addressing researchers’ biases, checks, peer reviews,
and participatory modes of research. Aiming to identify and mitigate biases at the study's outset
ensured an objective approach to data collection and analysis. Preliminary data and interpretations
were validated by returning them to the sources, allowing for feedback and corrections throughout the
project. Further, external evaluation of findings ensured objectivity and rigor as the study was peer

reviewed regularly throughout the process with fellow researchers.

Threats to internal validity, for example selection bias, and location threat (Baldwin, 2018, pp. 31-32),
have been taken into account in this study as follows: Case company’s entire leadership team was
interviewed to avoid any selection bias. Other named interviewees possessed decision-making power
in the case company’s board. It is unlikely that the research results would have been different if more
decision-makers had been included in the interviewees, however it is possible that there could be
subtle differences. Furthermore, to address the location threat'? (Baldwin, 2018, p. 32), interviews
were programmed in a way that ensured the least possible differences in the locations, meaning that
the same protocol was used for all interviews which were online meetings. This was the first interview

round; however, one in-person meeting was conducted later to gain more insights (see Table 1).

Lastly, instrumentation threat (Baldwin, 2018, p. 32) was addressed as follows: Two authors

conducted the study, alternating roles during data collection and interviews, with one leading the

"' The internal validity seeks to assert whether there is a good match between researchers’ observations and the
theoretical ideas they develop.

12 Location threat means that something about the setting or settings of the study influences the outcome, either
positive or negative.
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interview and the other observing and transcribing. Role assignments were randomized, ensuring each
author had equal opportunities. However, it should be noted that prolonged observation might yield
additional perspectives. Yet, noteworthy is that one of the authors had been an employee of the case
company for several years at the time of the study, enabling observation of the decision-making, to a
certain extent, throughout years. This includes observation from the employee's point of view, corridor
discussions, and interpreting the social atmosphere and hierarchies of the case company. Prolonged
participation in the social life of a group over a longer period of time allows the researcher to ensure a
high level of congruence between the concept and observations (Bell et al., 2022, p. 369). This, to

some extent, has played a role in strengthening this study's internal validity.

External validity

In the realm of qualitative research, and the case of this study focusing on a 100 % employee-owned
company, there are inherent limitations to generalizability due to the specific geographical and
cultural context. However, there is good practices to ensure external validity'®, which are: a)
presentation of the reasons for the case study approach (Chapter 3.1); b) presentation of the choice of
case (Chapter 3.2), and c) identification of patterns that allow the subsequent generalization of the
results obtained (Chapter 6) (Quintdo et al. (2020, p. 270). As stated by Quintdo et al. (2020, p. 270),
external validity is strongly dependent on the established cases and the protocol. As human behavior
is subject to change over time, it suggests that even a perfect replication of the study in the future
might yield different results. However, as qualitative research tends to prioritize depth over breadth
(Merriam, 2002, p. 3), by selecting a single case sample, this study aimed to gain a profound
understanding of the specific situation rather than making broad generalizations about what is
universally true. This approach underscores the importance of examining the particularities of each

case to uncover nuanced insights that might not be apparent in larger, more generalized studies.

13 External validity addresses the degree to which the findings of a study can be generalized or applied to other
contexts.
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Moreover, to navigate the challenges of external validity, this study’s analysis emphasizes
problematizing rather than generalizing the findings, meaning questioning how and why they might be
relevant to other contexts, and considering the limitations of applying these results more broadly (Part
5 & 6). Further, providing detailed and comprehensive descriptions of the research context, processes,
and findings enables other researchers and practitioners to compare these specifics with their own
situations. It is difficult to assess how typical or atypical the observed events or phenomena are in the
studied context, because we lack similar studies with which to make meaningful comparisons.
However, it is known that the inclusion of multiple cases in a research design improves the robustness
and applicability of findings (Merriam, 2002, p. 17), so it can be concluded that for this reason, more

research on this topic is likely to be useful.

Reliability

Reliability in social sciences emphasizes the consistency of results with the collected data (Bell et al.,
2022, pp. 368-370; Quintdo et al. 2020, p. 270). To enhance reliability in this study, following
techniques were employed: the potential assumptions and biases of the researchers were aimed to
mitigate by exploring various theories and engaging in multiple discussions about the phenomena,
with also peer researchers outside of this work. The interviews were transcribed by the time it was

conducted and fresh in mind. Method of coding the responses was applied.

The research was conducted in a Northern European context, with interviews conducted among
high-positioned individuals who were encouraged to provide honest responses confidentially. The
respondents were chosen based on their experience with the phenomena under study, ranging from
years to several decades of knowledge, which ensured a comprehensive and varied data set. Different
data sources and theories were utilized to cross-validate the findings, enhancing the reliability of the
research. Finally, there was no financial dependence on the results of the case study, which further

strengthened the impartiality of this research.
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4 Empirical findings

This chapter presents the empirical findings derived from the primary and secondary data collection,
including interviews conducted with the decision-makers of the case company. First, the case is briefly
introduced, followed by findings organized around key themes that emerged from the interviews. The

respondents are anonymous and referred to respondent 1 to 11 (R1-R11).

4.1 Introduction to the Case

The case company, referred to as Company A henceforth, emerged from the merger of two companies
in 2012, resulting in a unified entity (Case company homepage, 2024). Operating in Northern Europe
in the software development and consulting industry, the original companies and their subsequent
merger have operated as privately held and 100% employee-owned entities from the start (R1-11).
This ownership structure means that no external investors or owners have been involved throughout
the years. Since the merger, Company A has undergone growth and geographic expansion, currently
with shareholders and business operations in Sweden, Norway, Denmark, Finland, and the United

Kingdom, serving a global market (Case company homepage, 2024).

This case study examines decision-making within Company A as a 100% employee-owned
multinational corporation (MNC). Interviews were conducted with all C-level decision-makers, the
head of the board, and another board member (chapter 3.3). Ten out of eleven interviewees were also
shareholders of the company, including the largest shareholder. The empirical findings do not focus
exclusively on specific themes or decisions but rather explore decision-making in general: in shared
ownership, who makes decisions and how? Furthermore, the empirical data collected is organized
according to the conceptualization framework, as visualized in Figure 2 (chapter 2.4). In figure 6

below, the operational and strategic decision-making in Company A is explained.
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Figure 6. Decision-making in the case company.

As Figure 6 illustrates, the operational and strategic decision-making at Company A follows a
collaborative approach involving both the leadership team and the board, with influence from the
major shareholders. It is indicated from all the interviews (R1-11), that operational decisions are
characterized by a degree of autonomy with decisions reached through discussions within the
leadership team. In contrast, strategic decisions are a combination of management-driven initiatives
with support from the board, rather than being solely board-driven. In case of disagreement, the
leadership team proceeds to a vote where each team member has one vote, indicating a democratic

approach to decision-making within the team (R3 & R7).

4.2 Ownership structure and internal resources

Company A and its owners have adapted to a 100% employee-owned company structure from the
beginning. As R6 states: “It has been employee-owned throughout the years, all the way since the

foundation of the company.” When looking at Company A’s history, shareholders were admitted by

invitation only, with no existing management system in place for admission (R8). Recently, Company
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A introduced a profit-sharing initiative, offering shareholder invitations to all employees with over
two years of tenure. This change was well-received by the respondents, as it was said to cultivate a
stronger sense of belonging and ownership among employees (R1-11). Moreover, Company A
maintains an independent board, separated from the leadership team. The interviews highlighted the
diverse expertise among board members, ensuring a wide range of backgrounds and knowledge. (R3,

R7 & R11).

According to Company A’s shareholder agreement, to own company shares, individuals must either be
employed by the company, serve on its board, or have a consultancy arrangement encompassing 100%
engagement with the company (R8). Further, share trading occurs at a nonmarket price based on
equity ensuring share accessibility as the company's value grows, and mitigating the challenge of
trading shares at a market price deemed excessively high, which might otherwise divert funds to

alternative investments. (R7, R8 & R11)

After making it possible to buy shares for all employees who have been employed by the company for
more than 2 years, the number of shareholders in the company has increased. However, while
Company A is 100 % employee-owned, not all employees own shares. As R1 states, to become a
shareholder, employees must meet specific criteria and choose to invest in the company's shares, and
the majority of employees are not shareholders: “Currently, the majority of employees are not
shareholders.” To illustrate the distribution of the company's ownership between the board, the
management team and the employees, Figure 7 below shows the ownership % of the company's
shares within each stakeholder group. At the time of the study, Company A’s ownership was
distributed as follows: ~5 % within the board, ~50 % within the leadership team, and the remaining
~45 % among the employee shareholders (R1-R3 & R8). This breakdown provides an understanding
of how ownership is divided within the company, emphasizing the significance of employee

ownership in shaping its organizational structure.
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Figure 7. How ownership % is distributed among the case company.

According to the interviews, opening the possibility to buy shares offers a new feeling of inclusivity
that is viewed to enhance engagement and commitment further. As employees can also be owners,
they tend to be more committed to their work and company's success, as owning company shares
represents a financial investment. This approach was brought up as believed to boost motivation,
loyalty, and employee retention by respondents R5, R7, R8 & R11. For example, highlighting R7’s

statement in the quote below emphasizes the positive impact of offering shares to employees:

"Opened shares for employees, I believe It's a good signal that we want to engage employees more in
the company. It is not only for the board or leadership team. It intends that it will increase motivation

and loyalty. People are staying longer and will be more happy.” — R7
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In addition, R3’s observation: "Social capital is highly valuable, and it is worth putting effort into
that. Especially personal relationships are surprisingly decisive in the endgame" underscores the
significance of social capital and personal relationships within the framework of employee ownership.
Through various interviews, participants highlighted the importance of harmony and a shared vision
among decision-makers, particularly in multinational settings where decision-making tends to be
complex and diverse (R1-R3 & R9). Furthermore, approximately one-third of the respondents
described the company’s decision-making as agile, attributing this agility to the leadership team’s

strong personal relationships and the overall flexibility of the workforce.

Moreover, networks have been and continue to be a more central aspect of Company A’s business,
significantly influencing the decision-making (R3). The market in the software development and
consulting industry is becoming increasingly global, primarily driven by Company A’s customers.
Therefore, the company strives to be where their customers are, leading to the decision to expand into
foreign markets, indicating that the strategic decisions, for example about geographical expansion, can
be taken together with the customers. This customer-centric approach aligns with Company A’s
values, as highlighted by R3: “This refers to one of our core values, which is customer-centric. That
means, the plans and decisions have evolved and changed based on real customer cases during

history.”

Furthermore, based on the insights gleaned from the interviews, trust emerges as the cornerstone of
the employee-owned structure, which acts as a significant strength. However, on the other hand its
absence poses significant challenges to decision-making (R2 & RS). For example, as R8 highlighted
that a potential lack of trust in the management team, even among owners with significant stakes in

the company, could significantly affect organizational effectiveness and decision outcomes:
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“One that is lower in the organization but has a lot of shares but no trust in the leadership team, then
we have a big problem. As long as trust is there, I don't think it's an issue at all, but if the trust is

being challenged, then I think it's harder.” - R8

Throughout the interviews it was stated that Company A is undergoing structural changes (R1-11).
That is, derived from the interviews, the structure of the organization has experienced significant and
frequent changes throughout the years. For example, R9 states: "We have evolved and changed our
organization structure and go-to-market every second year historically speaking. (...) We are

constantly trying to seek new ways to do. It can be small changes, not major."

As illustrated in figure 6, in the beginning of this chapter, the operational decision-making is
structured around the leadership team, which makes decisions with input from the next layer of
management, and the leadership team has 2-year contracts. This means that every 2 years, there's
potential for roles and the composition of the leadership team to change. This approach is viewed as
an effort to balance stability and adaptability in leadership, which is important for both strategic

direction and operational efficiency (R2 & R3).

Additionally, respondents emphasized the culture within Company A, where employee opinions and
ideas are highly valued and actively deliberated upon in management discussions (R1, R3 & R10).
Company A promotes an equal distribution of influence, allowing for diverse viewpoints to be
incorporated into decision-making discussions. This collaborative approach suggests that decisions
within Company A are made with input from various levels of the organization, including both
shareholders but also non-shareholders. This finding is supported for example by this quote by R3:
“Many times when we are discussing the employee feedback in our leadership meetings, trying to take

those into account.”

According to statements provided by interviewees, feedback mechanisms, both formal and informal,
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play a pivotal role in shaping management decisions. For example, formal feedback mechanisms, such
as annual surveys such as ‘Great place to work’, and informal channels, such as casual conversations,
were highlighted as instrumental in influencing management’s decision-making. For example, R9
highlights: “It's equally important to communicate from bottom to top as from top to bottom. The
feedback loop is that we have some room for improvement in this two-way communication” indicating

Company A’s ability to adapt and respond effectively to changing internal and external environments.

Moreover, insights from several interviews indicated that Company A’s somewhat flat hierarchical
structure grants employees more decision-making power than they may realize. The majority of
respondents echoed this sentiment, noting that employee input is valued and carries weight in
decision-making. For instance, when asked about the decision-making at Company A, R9 described it
as 'super flat,' emphasizing that while there is a hierarchy, directives from superiors are rare: “Our
employees actually have a lot more impact on the decisions that our employees understand.” Echoed
by R8: “You can be pretty low in the company decision-making hierarchy but still have the possibility

to affect the company.”

4.3 Organizational behavior

In the past, the organization operated with a business area-oriented approach, emphasizing strong
geographical divisions in the UK, Norway, Denmark, Sweden, and Finland. Over time, this structure
transitioned towards regional consolidation, initially forming entities like the Finland-Sweden region
and the Norway-Denmark region, leading to broader divisions like the Nordics and the UK region.
Most recently, the organization has transitioned to a fully global structure, removing national

boundaries within the company (R1-R11). For example, R6 describes as follows:

“Moving away from the typical business area-oriented organization (...), we stopped being so focused
on geographical business areas and moved to customer segmentation. Now we have a cross-border

team (...). The organization is totally non-geographical.” — R6

45



In addition, approximately half of the respondents described the company structure as very or quite
flat. Most characterized it as divisional, but there were also indications of a matrix organization or
perhaps a trend towards it, with varying perspectives among respondents. For example, R7 states the
following: I would say that the company structure is divisional. We have a leadership team with a

vertical organization below.”

Furthermore, Company A operates with a structure consisting of four layers (R2). The company
structure and decision-makers are selected as follows: the shareholders / owners select the board,
which is the highest authority within the company, and responsible for appointing the CEO. The CEO,
in turn, forms the leadership team, which currently comprises eight members. Each member of the
leadership team oversees specific business functions, such as human resources (HR) or finance, or
leads individual business units. The company's business units are organized based on their functions,
including sales and marketing, technology, or services (R3). Moreover, these business units are
important for Company A's structure, since it operates without a recognized central HQ. Instead of a
central HQ, Company A relies on equal subsidiaries with shared decision-making power (R1-R3).
Moreover, each business unit consists of a labor force from many country subsidiaries possessing

unique insights and expertise relevant to its local market or function as stated by respondents R1-R3.

When looking at who has the decision-making mandate in Company A on a hierarchical level, derived
from the interviews the most critical decision-makers are the board and leadership team members
(R1-R11). While the board holds a central role in governance and strategic guidance, decisions are
made collaboratively with the entire leadership team (R6 & R1). For example, the board oversees
matters such as board composition and dividend payouts, focusing primarily on governance and
finance. Additionally, a key responsibility of the board is selecting the CEO. (R1, R3, R6 & R11).
When asking about strategic decision-making in Company A, R6 stresses: “/ would say the strategic

decision-making is a combination. Management drives it and the board is there to support it. It's not
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driven by the board, it's driven by the leadership and owners.” Moreover, when discussing about
Company A’s strategic decision-making R11 states: “Ifit's only done by the board, then I don't think it
will be successful at all, because then you miss the ownership at a very important level” supporting

the finding that decisions are made collaboratively with the entire leadership team and board.

About a third of the respondents highlighted that making company-wide decisions becomes easier
with fewer decision-makers and business units (R1-R3), indicating that business unit leaders possess
strong decision-making power due to their role. However, the same respondents also stated that if too
many decisions are concentrated in too few people, it poses a challenge, potentially leading to
bottlenecks and necessitating changes in the decision-making. For example, R1 states: "/t is easier to
take decisions cross-borders when we have fewer decision-makers, and go down on business units.”
Correspondingly, R2 states that: “Having multiple business units, making decisions is complicated.
(...) However, if decisions sit on too few people, it needs to be changed.” Furthermore, R2 suggests
that achieving optimal decision-making requires striking a balance between the number of business

units and the distribution of decision-making authority.

Moreover, during many of the interviews the shareholder directive was brought up. The shareholder
directive is a document created by shareholders to provide guidance for the board regarding the
desired direction of where to take the company. This directive includes aspects such as strategic goals,
financial key performance indicators (KPI’s), and other key focus areas that the shareholders deem
important for the company's future. The shareholder directive serves as a guiding principle for daily
decision-making within the company, ensuring alignment between the leadership team's actions and

the shareholders' vision and expectations. (R4 & R7).

Furthermore, all shareholders of the company have the opportunity to participate in shareholder
meetings, thereby influencing decision-making. Noteworthy is that these shareholders also include

bigger owners who aren't involved in operational or strategic decision-making in the board or
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leadership team. The shareholder meetings are described as highly structured events where decisions
are formally taken (R1 & R3). The process is formal, with shareholders raising issues for decision,
which are then voted upon. Addition, it’s noted that the range of decisions made during these meetings
is relatively limited, focusing primarily on governance and financial distributions rather than the

broader strategic direction of the company. (R1-R3 & R11).

According to a few respondents, decisions have historically occurred in silos, indicating incomplete
information flow (R5, R6 & R10). Adding to this, R6 points out that although silo thinking has
decreased in the current global setup, it was more common in the past, when Company A operated as
a country-based setup: “Too much silo thinking, so building on each other strengths wasn t utilized
enough”, echoed by R10 who thinks the information flow is not that strong area in Company A:
“Maybe most are told in silos, I tell my team and say this is decided by this person and this is how
she/he will do it.” The same theme came up during a few interviews, for instance R5 characterizing

working in silo as a risk, and respondents unanimously viewed silo thinking negatively.

In continuation, most of the respondents pointed out that there is room for enhancement in
communication, highlighting the need for better information flow, transparency, roles who
communicates to who, and/or inclusivity in Company A’s decision-making (R1-R5 & R7-R10). For
example, a quote stated by R7 highlights the need for enhanced information flow: “We don't have any
matrix information flow. If you are in one business unit, and something happens there, I don't think we

»

have any formal way of informing others. That would be good to have.’

Currently, based on interviews, the decisions are sometimes being made without consensus or
agreement from all involved parties, potentially leaving individuals feeling excluded or disengaged.
Additionally, the rationale behind these decisions often lacks transparency, resulting in what R10
describes as 'bad excuses' for their implementation. Furthermore, R3 highlights a lack of clarity and

transparency in the decision-making, characterizing it as political and driven by the personal agendas
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of a select few shareholders: “The decision-making process is unclear. It's political. It's based on just
a few people's personal shareholder agenda.” This observation suggests that decisions may not

always align with the broader interests or objectives of the organization.

Furthermore, it's noted that while decisions are communicated, the rationale behind them ("the why")
is sometimes missing, indicating a need for improvement in conveying the full context of decisions to
employees (R3). Moreover, transparency in decision-making, particularly regarding matters that
impact employees, is aimed for but acknowledged during the interviews as challenging (R1, R3 &
R4). The level of transparency is not uniform, as not every topic is deemed suitable for open

discussion, sometimes due to legal constraints, as highlighted by R1, R3, R4 & R5.

4.4 Individual decision-makers role

Evident from the interviews, all decision-makers and owners in Company A have their motivations,
which might influence the prioritization of certain factors over others (R1-R11). For instance, while
financial profits and opportunities are universally important in businesses and therefore impacts on
decision-making, the approach to profit generation, investment, and risk-taking somewhat varies

between individuals.

During the interviews, 10 out of 11 respondents who were shareholders were asked about their
motives for acquiring and owning shares, and the subsequent effect of these motives on their
decision-making. How often each ‘motivation factor’ was mentioned in the interviews, the following
patterns emerged: the pursuit of return of investment (ROI) was mentioned by five, while the desire to
make a positive impact, such as promoting sustainable development and innovation and participating
in a fascinating industry, were emphasized by four respondents. Four respondents indicated that the
shareholder gains meaning, commitment and/or deeper integration into the company, and two

mentioned that they find motivating to have influence over decision-making. Furthermore, all the
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shareholder respondents expressed their motivation to be an owner due to their confidence in the
company’s business structure and its growth potential. Furthermore, R3 emphasizes the importance of
understanding the diverse perspectives and agendas of team members, which is particularly pertinent
in the context of an employee-owned organization, mirroring the difference between an

employee-owned and a non-employee-owned organization:

“You know everyone's agenda quite well and you understand where people are coming from. (...)
Some people think we should be more like a charity organization, just do something cool with the
technology, and some think the growth and ROI is more important. And that's the difference between

employee-owned compared to not employee-owned.” — R3

Additionally, when discussing motivation factors, R11 suggested that older shareholders might be
motivated by the desire to leave the company in a better state for the next generation, and younger
shareholders are potentially keener to increase the company’s growth, expecting a regular dividend.
Moreover, R11 highlights the dilemma faced by employee-owned companies, where different owners
may have conflicting priorities, with some larger owners advocating for a potential exit strategy. This
dilemma underscores the complex dynamics within EOCs, as financial gains for owners through a
sale may not align with the interests of non-owning employees, potentially impacting their job

security and satisfaction (R11).

Moreover, while the structure of decision-making employed by Company A offers numerous benefits,
it also presents certain challenges as derived from interviews such as role confusion, where
individuals positioned multiple roles within the organization may face conflicting interests and
responsibilities, described by some respondents as wearing multiple “hats” within the organization.
For example, according to respondent R4, individuals who previously held roles as owners, board
members, and managers encountered difficulties due to conflicting interests and responsibilities. This

sentiment is supported by R5 as quoted below:
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“There is always this when you have an employee hat and owner hat, maybe also manager hat at the
same time. What's the motive of doing things? Which perspective has the decision really made? It can

be unclear sometimes. And it can be a risk.” —R5

This overlap of roles was recognized as potentially causing problems in decision-making and
governance, as it may not always be clear which role an individual is acting at any given time. For
example, R10 states: “There was a time when previous large owners dominated the board, which
meant they cared about their own economy more.” To address this challenge, changes were
implemented approximately 8 years ago, when an external board was added, and it was agreed that
individuals cannot hold multiple positions simultaneously. Thus, this clearer distinction between roles

has helped mitigate role confusion within the organization. (R4-8 & R10)

Another respondent highlighted the importance of clarifying roles between leadership and ownership
to avoid confusion, emphasizing the significance of formalizing shareholder agreements (R7).
Furthermore, multiple respondents pointed out that there is still some unclearness of the detailed
decision-making mandates, indicating a gap in communication or understanding within the company
on who decides what. To address this, for example R3 suggests the following for Company A: “Really

clear roles. Explicit statements about what everyone should do.”

Moreover, employee ownership in the company poses a dilemma during reorganizations, as
employees must decide between staying or seeking new opportunities elsewhere, potentially requiring
them to sell their shares. This decision is especially tough during restructuring, when employees may
be relocated to different roles within the organization. R11 highlights this challenge: “You have to
choose whether to stay or leave the company (...), and that is perhaps difficult when the company is

reorganized and employees are moved around in the organization, especially if they are not satisfied
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with their new roles.” Moreover, while approximately a third of respondents identified agility as a
strength in the company’s decision-making, some respondents in contrast mentioned that decisions
sometimes take too long. According to interviews, this delay may be due to unclear roles or the need
for extensive consensus-building among decision-makers, involving too many stakeholders in the

process (R3).

Furthermore, based on the interviews there seems to be some unspoken hierarchies and/or power
relations in Company A. As mentioned by R10 in the past country managers possessed a strong
decision-making power, now it seems to be business unit leaders possessing the same power: “The
business unit owner has a big mandate. And that was the same before when we had the countries. If
you have the power, you can make the decision.” Moreover, R10 describes that in the past country
managers got very strong: “When we had four and got to two, it shortcut the rest of the organization.”
Further, R10 suggested that country managers were mostly interested in their own country’s

performance and dominated the decision-making.

Additionally, as derived from the interviews, not all decision-makers are shareholders, meaning that
some employees have decision-making authority based only on their role. In contrast, there are large
owners at lower levels of the company's ‘official’ decision-making hierarchy. For example, as stated
by R1: “The leadership team is a different thing than the owners. The owner can be anyone in this
company. It just happens to be that some of the leadership members are also shareholders.” R1
continues, that in the final hand, it is the biggest employee shareholders that has the ultimate

decision-making power:

“At the end of the day it's the shareholders who hire and fire the management team from the board.
They can decide to fire the board and then the board fires the management team, it's always with the
shareholders. We can think that the board and the management team are employed by the

shareholders.” — R1
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Moreover, derived from our findings the ownership % between shareholders in Company A varies.

There is one rule though, as stated by R2:

“The fundamental one is that nobody is allowed to own more than 20 % of shares, so at least three
people are always needed to make a decision. More practically, you usually need five people, bigger
shareowners, so you can have the majority, which means that you need to have a consensus in the

corporation before anything can be done.” — R2

In the statement above, R2 highlights that to ensure alignment with organizational goals, there is the

rule that no individual can own more than 20% of shares to prevent unilateral decision-making. This
rule serves as a mechanism to foster consensus and collaboration, a sentiment echoed by respondents
R1, R3 & R4. Further, according to R2, this rule ensures that decisions require the involvement of at
least three individuals, and typically five individuals with larger shareholdings, to achieve a majority

consensus within the corporation before any action can be taken.

When inquiring about ownership percentage affecting the decision-making, the responses varied
among the respondents. Two respondents indicated that ownership percentage directly impacts
decision-making, for example R6 saying: “In general, big owners have a big influence in day-to-day
work”, while R11 highlights that: “At last, I think if the biggest owners are dissatisfied (...), they can
call for a new board.” Respectively, five respondents believed it has some underlying influence,
though not officially acknowledged. For example, according to R3 sometimes in the discussions the
largest shareholder's voice can be ‘louder’ than those who own less, even though officially, the
number of shares owned does not influence the voting power. Further, R9 reflects: “Nothing
connected to the ownership percentage, we don't talk or reflect about this. (...) zero influence. (...)
Okay some perhaps, sometimes”, while R1 states that: “I think it's an underlying understanding that

’

the largest shareholders ultimately hold the decision-making power.’
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Conversely, three respondents stated that ownership percentage has no impact on the decision-making,
for example R4 states: “/ think it has never anything to do with the ownership %.” Correspondingly,
R2 states: “The ownership percentages don t impact how the decisions are taken (...). If it is a
controversial decision, it needs to have majority of people voting for it.” However, discussing the
process of making controversial decisions, such as in case of needing to fire someone, R3 emphasized
the critical importance of obtaining approval from major shareholders beforehand: "First, you need to
get the buy in from the big shareholders, otherwise you may fly out yourself. (...) You need to have
dialogues that you wouldn t need to have in public companies” suggesting that when faced with a
decision, it is essential to ensure alignment with the most influential owners, regardless of whether

this alignment is explicitly stated.

4.5 Environmental factors and risks

The majority of the interviews highlight a need for more defined decision-making and governance
structures within the company, stating that a structured approach would help define decision-making
responsibilities, roles, and processes more effectively (R1-11). For example, R3 states: “Our
governance model needs more advancement.” Further, some respondents expressed concerns about
the occasional ambiguity surrounding decision-making, which they perceive as lacking clarity and
effective communication. Respondents advocate for a more systematic approach to decision-making,
where there is a collective sense of ownership and a strong emphasis on thorough preparation and

active participation in discussions. For example, R10 remarks:

“When we have had leadership meetings, we should have separate decision meetings. Everything
flows out and questions get mixed. You can start to discuss strategic decisions and it turns into

operational. Therefore, the decision-making has not worked well.” — R10
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This observation underscores the importance of delineating between strategic and operational
discussions to enhance the effectiveness of decision-making. Moreover, R11 states: “In every
company there should be an authorization matrix, in what level should a person be able to sign
without involving other people in the decisions. For a small offer it could be signed out at a lower
level.” This statement from R11 suggests an authorization matrix that outlines the levels at which
individuals are empowered to make decisions without needing to involve others. Furthermore, R11
emphasizes that such matrices are essential for defining the thresholds at which individuals can

independently authorize actions or expenditures.

Furthermore, R1 explains that cross-country differences can play a role in the perspectives brought to
the table by shareholders from different countries, emphasizing the varying market conditions and
how it can shape the viewpoints and priorities of shareholders. For instance, leading a business in
Norway, a country known for its significant oil wealth, can result in shareholders from that region
prioritizing other things that for example leading a business in Finland, with different historical and

cultural background.

“The markets may vary, leading owners to have slightly different perspectives based on their
country's context. For example, leading a Norwegian business in Norway, where the country's oil
wealth impacts the company, offers a different perspective than leading a Finnish business, with its

distinct country legacy.” — R1

Furthermore, R2 emphasizes the challenges of scaling multiple businesses simultaneously, stressing
the need for increased data and transparency, particularly given the differences among countries. This
sentiment is echoed by R8, who reflects the cross-country differences as super difficult: “That is
super difficult. The countries are more different than you think” and reflects on the Company A’s

reorganization as an example:
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“If you just look at the reorganization, if it had been in Finland or Denmark, it would have been
finished much earlier. But now it's not because we have union discussions, the countries have different

laws. So, it's influencing us all the time in these kinds of decisions.” — R8

The quote above underlines the impact of legal disparities on decision-making within the
organization. In addition, R5 emphasizes the need to tailor rules and regulations to consider the
varying legal landscapes of different countries. It emphasizes the importance of understanding and
complying with local legislation, especially for managers who oversee operations in multiple
countries and are responsible for decisions. For example, salary structures and working hours can vary
significantly from country to country due to different labor laws and cultural norms. R5 emphasizes
the importance of transparency in the implementation of these rules so that employees understand the

reasons behind the differences.

Moreover, R8 elaborates on the cross-country differences, particularly emphasizing the divergent tax
incentives among different nations. The complexity of international operations introduces challenges
in leveraging tax advantages that are readily available to domestic employee-owned companies,
owing to the varying tax regulations across jurisdictions. Consequently, the organization has

consciously steered away from making decisions solely guided by tax benefits, as articulated by R8:

“Many of these employee-owned companies, it s tax benefits. The problem is that those tax benefits are
different in all countries, so that makes it difficult. (...) we don't take any decisions based on tax or the

benefits of the owners, because then you end up with a lot of issues.” - R8

Moreover, based on the interviews cultural differences were generally perceived as relatively minor
and not considered significant or problematic in Company A. It seems that these are not typically
brought up during disagreements, at least not formally. For instance, according to RS, within

Company A, which operates in Northern Europe, cultural differences are perceived as less
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pronounced. Furthermore, R5 suggests that being aware of these differences and soliciting feedback
can help address any potential challenges: “/ think it’s quite easy for our company because we are in
Northern Europe, so the cultural differences are smaller. So, you just need to be aware.” Moreover,
R11 states: “Some cultural differences, we have five countries now. The Nordic countries are quite

well aligned, so no big challenges there.”

However, as the interviews delved deeper, it became clear that all respondents acknowledged the
presence of cultural differences and their influence on decision-making, even if these differences were
not formally defined or kept significant. Further, historical context plays a role in shaping these
differences. For example, according to R4, as a company with origins in Sweden and Norway,
Company A carries most of its cultural heritage from these regions. However, introducing more
cultures into the management hierarchy over the years, decision-making has evolved, requiring
owners to adapt. Moreover, echoed by R6: “Strong cultural figures in the company, natural to be a

strong cultural influence in the company.”

Furthermore, more than half of respondents particularly emphasized a more hierarchical leadership
style in Finland compared to other Nordic countries. Some respondents highlighted the contrast
between Finland and Sweden, while few also noted similarities between Finland and the UK.
Similarities were noted also between Sweden, Norway, and Denmark, in terms of decision-making
hierarchy and leadership styles. For example, R1 highlighted the underlying differences between
Swedes and Finns, however noting that while cultural differences exist, they are not considered overly
serious due to the diverse cultural backgrounds resulting from mergers within the company: “I¢5 like
an underlying thing, the difference between Swedes and Finns. (...) The cultural differences are not so
serious. All the companies have different cultures and since this company has been merged there are
different cultures from the beginning.” Moreover, according to R8, cultural and geographical
differences also affect transparency, with formal agreements in place in some countries (like Norway

and Sweden) regarding what should be communicated and to which extent indicating a variance in
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transparency practices based on location: “I think the communication is formulated differently in
different parts of the organization and cultures. This is the most difficult thing in the company. You can

say you are transparent but sharing information is always super difficult.”

An important note that can have an impact on how decisions are made is purely geographical and
location oriented, bringing those sitting nearby closer not only physically but also mentally, indicating
that when there are more in-person meetings, it is easier to have a conversation and topics can arise
naturally. In this case, for example, one might ask someone sitting nearby for advice, despite the
global setup (R9). R9 further explains that it’s not unusual that employees sometimes prefer to consult
colleagues from similar backgrounds despite recognizing the value of diverse opinions: “Sometimes
geographical situations and personal relationships can affect. You can be closer with those who sit in
the same office than you.” To address challenges presented by multiple locations and cultures, R7
stresses balancing ownership shares and decision-making power equally: “We need to balance

ownership shares, leadership team, and having employees.”

Moreover, sitting geographically far away presents communicational challenges that owners need to

adapt and take into consideration in order to make decisions together, as highlighted by R5:

“We have lot of cross border teams and cross-country team so there can be challenges in the
communication. It is a challenge when you have employees sitting across the world. You might be

used to communicate in different ways etc., you need to take these into consideration *“— RS

Respondents highlighted the risks associated with being shareholders in an employee-owned
company, including the organization's cautious approach to experimentation and risk-taking. For
example, R11 states: “Some owners are not as willing to take risks compared to external owners.”

Additionally, some respondents discussed the limitation of capital in an employee-owned company, as

it depends on the amount shareholders can invest (R1 & R9). For example, R9 states:
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“The employee-owned structure can sometimes limit us because the amount employees can invest in

fresh capital is very restricted.”

Unlike companies with external investors or foreign investments, where capital infusion can be more
substantial and readily available, EOCs depend largely on the financial contributions of their
employee-shareholders (R7 & R9). This dependency can constrain the company's growth potential
and ability to invest in new opportunities or ventures. Furthermore, R1 stresses the recent
implementation of an owner-friendly shareholder directive, where the overarching focus is on growth,
profitability, and the distribution of dividends, signaling a commitment to maintaining a steady course
forward. This approach may yield immediate gains, but it also presents inherent risks, particularly in
the face of evolving global dynamics. In the long term, this singular focus on profitability and
dividends may prove to be a substantial risk, especially if the external landscape undergoes significant

changes, as highlighted by R1:

“The main drawback is having an employee-owned company and the complexity that we have with
being multinational. Now we have an owner-friendly shareholder directive, we will grow, make
money, and pay dividends. That in a way is telling to drive the ship straight ahead. It's a high risk if

the world is changing and may be a bigger risk in the long term than in the short term.” —R1

Moreover, as Company A’s organizational structure undergoes changes to promote dynamic and
flexible decision-making, interviews revealed several risks associated with these changes. Concerns
were raised regarding the voting structure, exits, and the allocation of decision-making authority. For
instance, there were concerns about the concentration of voting power within the leadership team,
which, while beneficial, also poses challenges if key leaders were to leave or if conflicts arise. For
example, R3 states: “Since the vast majority of votes are in the leadership team, that is both great, but
challenging. What if a couple of the leadership decide to leave? ” Additionally, concerns were

expressed about the allocation of roles within the company. For example, although the CEO has the
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authority to adjust leadership roles and assign responsibilities, this approach introduces potential risks

(R3).

Another risk raised during the interviews revolves around the uncertainty associated with exiting the
company and potential changes in ownership (R3, RS, R10). It was discussed by a few respondents
about what would happen if the company were to be sold in the future and how that is affecting
decision-making. The risk for the company is whether in this hypothetical situation the buyer would
uphold the company's current trajectory or instigate significant changes that would possibly promote
employees to seek new opportunities. For example, respondent R11 provided valuable insight into this
aspect, highlighting a dilemma commonly faced by employee-owned companies. R11 suggested that
while owners may stand to benefit financially from a sale, the situation might not be as satisfying or
secure for employees who do not own shares: “The owners will be rich perhaps, but I don't think it's
100% satisfying for the employees who don't own any shares. That is a big dilemma for

employee-owned companies.” Furthermore, R11 states the following:

“The biggest risk for this company can be if the bigger shareholder decides to sell the company, and
the employees who does not have shares say it'’s not what they hoped for and leave the company, then

the buyer has bought a company without any employees.” — R11

Furthermore, it’s emphasized that Company A should avoid becoming overly reliant on its largest

shareholder or having too few major shareholders. As expressed by R11:

“If the biggest shareholder is the most critical in the company, then it’s a big crisis. (...) If you have a
big shareholder that wants to leave the company and the company does not have the money to buy

that person out.”

60



This sentiment is echoed by R3, who elaborates on the shareholder agreement protocol. According to
R3, the agreement stipulates that when a shareholder exists, the board is authorized to determine the
buyer for their shares. In cases where no buyer is found, the company itself is obliged to purchase the
shares and redistribute them, a process that can prove financially burdensome: “Shareholders
agreement say that if someone is leaving board can decide who can buy their shares, and if no one

wants, then company buys the shares and distribute them forward, so it can become expensive.”
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5 Analysis

The following section interprets and discusses the empirical findings within the context of the research
objectives and theoretical framework, exploring patterns, relationships, and implications arising from

the data.

5.1 Ownership structure and internal resources

Company A has moved towards having an external board to mitigate the risks in decision-making
associated with having large owners (R3, R7 & R11). This change ensures that the board does not
have a double interest, which could potentially lead to decisions that favor the personal economy of
large shareholders over the company’s broader goals (Clarysse et al., 2007, pp. 246-247), which is
particularly important in an employee-owned company where the lines between ownership and
management can sometimes blur. Moreover, the respondents indicate that Company A places
considerable emphasis on internal resources, such as employees and owners, and their competencies
(R3, R7, R10), aligning with the RBV. When focusing on a firm’s internal resources, the company is
of great value to maintain competitive advantage (Drahokoupil, 2024, pp. 206-207; Elbanna et al.,

2020, p. 586).

The empirical findings show a shift in the ownership structure of Company A following the initiative
to offer shares to employees who have served for more than two years. This move has resulted in an
increase in the number of shareholders within the company. However, despite being fully
employee-owned, not all employees possess shares. As indicated in reference R1, becoming a
shareholder necessitates meeting specific criteria and opting to invest in the company’s shares. The
statement that “Currently, the majority of employees are not shareholders” underscores that while

progress has been made in broadening ownership, there’s still room for more extensive employee
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participation. Further, some respondents highlighted that the decisions on changes between roles in
the leadership team and who decides what can be blurry (R1-R5 & R7-R10), which aims for more

clarity in decision-making within the company.

The findings connected to the firm’s internal resource of social capital include the emphasis on
personal relationships and trust within the employee ownership structure. Moreover, the
employee-ownership structure is highlighted as fostering a sense of belonging and engagement among
employees (R1-11) which align with theoretical findings from Kim & Ouimet (2014, p. 432), Kruse
(2022, pp. 4-10), Rowley (2014, p. 289), and Sauser (2009, p. 152). Additionally, the importance of
harmony and shared vision among decision-makers was brought up in the discussions indicating that
decisions are shared. Furthermore, about one-third of the people interviewed described Company A’s
decision-making as agile, highlighting the strong personal relationships in the leadership team that can

make them understand each other better and make decisions faster.

From the empirical findings, opening the opportunity for employees to buy shares in their company is
seen as a way to make them feel more included and invested in the success of the business (R5, R7,
R8 & R11). When employees have a financial stake in the company through owning shares, it tends to
make them more committed to their work and the company’s overall success which aligns with the
findings of Javed & Idris (2019, p. 3) and Rowley (2014, p. 289) that highlights employee ownership
is associated with psychological ownership fostering a common interest among employees, leading to
increased enthusiasm and satisfaction. This is because they see it as not just a job, but also as a
financial investment that can benefit them directly which can have several positive effects on

employee motivation, loyalty, and retention (R5, R7, R8 & R11).

The interviews highlight two key factors influencing Company A’s strategic decisions.
Firstly, networks are crucial to Company A’s operations, driving their customer-centric approach to

decision-making. The company’s strategy to expand geographically is closely aligned with customer
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needs, as stated in the interviews (R3). Secondly, trust significantly impacts decision-making and
organizational effectiveness (Asmussen et al., 2019, pp. 530-538). From the findings, importance of
trust in leadership is highlighted, even among lower-level employees with significant shares, and lack
of trust poses major challenges (R8). These findings indicate that trust fosters collaboration, and

without trust organizations struggle.

Further on, the empirical findings of a leadership team with 2-year contracts, suggests a structured and
somewhat centralized leadership approach, aiming to adapt to changes within the company by
potentially refreshing the leadership team periodically (R2 & R3). This could be seen as an effort to
balance stability and adaptability in leadership, which is crucial for both strategic direction and

operational efficiency (R2 & R3).

The findings highlight that employee opinions and ideas are not only valued but actively incorporated
into management discussions (R1, R3 & R10). This inclusive approach ensures that decisions are
made with input from various levels of the organization (Teece, 2014, p. 23-30), fostering a sense of
ownership and engagement among employees. Central to this collaborative culture are feedback
mechanisms, such as annual surveys used by Company A (R9). By leveraging these feedback
mechanisms, Company A gains insights into employee sentiments and concerns, enabling
management to make informed decisions. By actively seeking and incorporating feedback, the
company remains agile in navigating changing environments, which is highlighted by Teece (2013, p.
21) as a strong dynamic capability. Moreover, from the empirical findings, interviews show that
Company A’s adeptness at adjusting to evolving circumstances (R1, R4, R7), demonstrates a level of

agility within its structure.

5.2 Organizational behavior
The attention-based view is evident in Company A’s decision-making, as the involvement of main

shareholders in the leadership team suggests that decisions are influenced by the unique

64



employee-owned structure (Elbanna et al., 2020, p. 583; Ocasio, 1998, p. 188). Moreover, from the

perspective of the ABV and firm behavior, these findings demonstrate Company A’s attention being
actively directed towards optimizing decision-making structures, leveraging feedback mechanisms,

aligning with major shareholders, and navigating cross-country differences to enhance

decision-making effectiveness (R1-R11).

According to organizational structure theory, the alignment of an organization's structure with its
operational demands is crucial for effective decision-making (Foss et al., 2012, pp. 249-250). In the
context of MNCs, centralization refers to decision-making authority being concentrated at the top
levels of the organization, typically within the corporate headquarters (Ciabuschi et al., 2012, p. 220).
This centralization can streamline decision-making and ensure consistency across global operations.
However, it also poses risks, such as slower responses to local market changes and a lack of

empowerment at lower organizational levels (Ciabuschi et al., 2012, p. 218).

In Company A, the concentration of voting power within the leadership team exemplifies
centralization. While this can be beneficial for maintaining strategic alignment and consistency, it also
introduces risks if key leaders leave or if conflicts arise between the leadership team and the CEO.
This situation aligns with the theoretical understanding that centralization can lead to vulnerabilities if

the concentrated decision-making power is disrupted.

Moreover, Company A has recently shifted to a fully global structure, erasing national boundaries
(R1-R11). This move aims to streamline decision-making by centralizing authority at corporate
headquarters (Ciabuschi et al., 2012, p. 220), ensuring strategic decisions are disseminated globally
(ibid.). While fostering consistency and aligning global strategies with corporate objectives
(Ciabuschi et al., 2012, p. 218), to mitigate overlooking local nuances Company A is dispersing

decision-makers across regions (R7), aiming for informed decisions benefiting the company overall.
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Further on, half of the respondents perceive Company A’s structure as fairly flat, granting business
units significant decision-making power, though this contrasts centralization. Decentralization
empowers business units, enhancing flexibility and local expertise utilization (Ciabuschi et al., 2012,
p. 220), albeit potentially challenging global coherence (ibid.). However, this relatively flat hierarchy
and democratic approach to decision-making within the leadership team suggests a level of
decentralization that may not fully align with the centralized decision-making structure proposed in
the theory. Furthermore, the balance between centralization and decentralization in Company A
fluctuates based on roles. This dynamic adaptation aligns with various factors like market complexity
and local responsiveness (Ciabuschi et al., 2012, p. 214). Notably, business function leaders,

representing diverse regions, require comprehensive geographical knowledge to avoid oversight.

Moreover, the collaborative decision-making in Company A aligns with the theoretical emphasis on
the importance of TMTs and organizational learning mechanisms in shaping decision-making
(Aharoni et al., 2011, p. 140; Harvey et al., 2011, p. 180). As observed in Company A, their strategic
decisions are a combination of management-driven initiatives with board support, also reflecting the
need for a balanced approach to centralization and decentralization. The absence of a singular HQ
fosters equality among geographical units, influencing decision-making. Horizontal processes
emphasize collaboration and consensus-building (Ciabuschi et al., 2012, p. 220). Our analysis is that
Company A aims to leverage distributed knowledge on a rather non-hierarchical level, yet conflicts

and alignment challenges require robust resolution mechanisms (ibid.).

The empirical findings from Company A resonate strongly with established theoretical perspectives
on decision-making within multinational corporations (MNCs). They underscore the critical influence
of contextual factors such as diverse shareholder perspectives, the challenges inherent in scaling
operations across borders, the necessity for tailored regulatory frameworks, and the complexities of
navigating tax incentives. This alignment not only emphasizes the relevance of theoretical

frameworks proposed by scholars such as Elbana (2020), Harvey et al. (2011), and Maekelburger et
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al. (2012), but also underscores their practical applicability in guiding decision-making within MNCs.

Moreover, our analysis reveals that understanding governance structures within MNCs necessitates a
nuanced consideration of specific country contexts, as highlighted in the literature by Uhlaner et al.
(2007, p. 235). Interestingly, approximately one-third indicated that simplifying decision-making
across the company could be achieved by reducing the number of decision-makers and business units,
suggesting that they perceive potential benefits in streamlining operations in this manner. However,
our examination suggests that this preference isn't necessarily correlated with ownership structures or
ownership percentages among respondents. Instead, differences in leadership styles and cultural
norms regarding participation in decision-making appear to be more influential, echoing findings from

Caramelli and Briole (2007, p. 298).

Furthermore, these cross-country disparities extend to shareholder perspectives, influencing the
market conditions and priorities they bring to the table (R1). This aligns with Drahokoupil’s (2014, p.
202) exploration of the intricate balance between global integration and local responsiveness. Striving
to achieve economies of scale on a global scale while simultaneously meeting the unique demands of
local markets poses significant challenges to decision-making, particularly when the interests of

stakeholders diverge.

Based on the empirical findings, decisions have historically occurred in silos, indicating an
incomplete information flow by the respondents (R5, R6 & R10). This was pointed out as a negative
setup (R5) however R10 indicated that still the information flow is not a strong area in the company.
Lack of transparency, especially in the context of structural changes and global-local balance, can
hinder effective decision-making (Foss et al., 2012, pp. 247-253). For example, respondents express a
concern that decisions are being made without adequate input from the team (R1-R5 & R7-R10). This
may be because having owners involved in decision-making increases their sense of psychological

ownership (Javed & Idris, 2019, p. 3; Rowley, 2014, p. 289). This lack of involvement can lead to

67



feelings of exclusion and disengagement among team members. Such feelings can significantly
impact the team’s morale, reducing productivity, and collaboration (Russell, 1985, p. 221). However,
from the empirical findings, Company A tries to strive for consensus among the team but as
Asmussen et al. (2019, pp. 537-539), presented that can lead to a time-consuming and resource

intensive decision-making.

In Company A, while decisions are communicated to employees, there’s often a lack of explanation
regarding the reasons behind those decisions ("the why") (R3). Indicating a need to improve how the
full context of decisions is conveyed to employees (Johnson et al., 2002, p. 1155). When employees’
have a greater say in the decision-making, it supports procedural justice within the company
(Asmussen et al., 2019, pp. 528-530; Johnson et al., 2002, p. 1155), which could be enhanced in an
employee-ownership structure where the employees are core decision-makers. However, during
interviews, it was acknowledged that achieving this transparency is challenging (R1, R3 & R4). Also,
legal constraints, as highlighted in interviews R1, R3, R4 & R5, sometimes limit the extent to which

certain topics can be openly addressed.

5.3 Individual decision-makers role

The role of individual shareholders in decision-making at Company A is multifaceted and influenced
by various motivations, including return on investment (ROI), impact, commitment, and influence.
These motivations align with the theoretical perspectives that suggest shareholders are driven by both
financial and non-financial incentives. Empirical findings from respondents (R1-11) indicate that
shareholders at Company A are particularly motivated by the potential for high ROI and the ability to
influence company policies and strategic directions. This is consistent with the actor-centered

perspectives by Drahokoupil (2024, p. 209).

However, the decision-making at Company A is also shaped by bounded rationality and the

attention-based view. Bounded rationality, as proposed by Foss et al. (2012, pp. 253 & 256) and
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Elbana et al. (2020, pp. 573-583) suggests that decision-makers operate under constraints of limited
information and cognitive limitations. This theory is supported by the empirical findings, where
respondents (R1-11) noted that decision-making is often influenced by incomplete information and
the need to make quick decisions. Moreover, respondents highlighted that managerial attention is
often directed towards immediate financial performance and shareholder demands, sometimes

potentially even at the expense of long-term strategic planning (Mainela & Puhakka, 2009, p. 66).

Further on, power relations within Company A potentially pose a challenge, as role confusion and
power struggles can impede effective decision-making, while this has already been corrected over the
years, for example by establishing the external board and therefore clarifying roles (R6). However,
this finding about power relations aligns with the literature on power dynamics in organizations,
which suggests that power imbalances and conflicts can hinder organizational performance (Harvey et
al., 2011, p. 23). Moreover, respondents (R1-11) reported instances where power struggles between
shareholders and management led to delays in decision-making and suboptimal outcomes. This is
consistent with the resource dependence theory, which posits that power and control over critical

resources can lead to conflicts and inefficiencies (Elbanna et al., 2020, p. 18).

In the context of MNCs, the decision-making process is further complicated by factors such as
company structure, cultural differences, information flow, and transparency. The literature suggests
that MNCs face unique challenges due to their complex organizational structures and diverse cultural
environments (Mainela & Puhakka, 2009, p. 68). Empirical findings from Company A support this
view, as respondents (R1-11) noted that cultural differences and communication barriers have led to

misunderstandings and/or presented certain challenges in the decision-making.

5.4 Environmental factors

The interviews emphasize the importance of implementing a structured approach to clarify

decision-making responsibilities and governance structures in Company A. Concerns are raised
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regarding ambiguity in decision-making, indicating a lack of clarity and effective communication
(R1-11). To address this, there’s a call for separating strategic and operational discussions to avoid
confusion and maintain focus (R3). Additionally, stakeholders advocate for inclusive decision-making
that fosters active participation and a sense of ownership among all involved parties (R10). This
finding indicates that the current decision-making processes may not be transparent or

well-understood by all stakeholders.

While the board holds a central role in governance and strategic guidance, decisions are made
collaboratively with the entire leadership team (R6 & R1). However, the limited scope of board
decisions, focusing primarily on governance and financial distributions, conflicts with the theoretical
expectation that the board would play a more comprehensive role in strategic decision-making. On the
other hand, this finding aligns with the literature that solely focuses on privately held companies’
governance where the governance structures can enable privately-held MNCs to adapt more swiftly to
changes and make decisions that are closely aligned with the strategic visions, as these companies are
not bound by the same corporate governance standards as public companies (Uhlaner et al., 2007, pp.
225-227 & 239). Moreover, the findings show that having an authorization matrix is important (R11),
which lays out who can make decisions without asking others as well as setting clear levels of
authority. This helps decisions get made faster, especially for everyday tasks, without causing

unnecessary hold-ups.

Cultural differences, as noted in the empirical findings, plays a role in shaping expectations around
consensus and leadership. This is consistent with the literature, which emphasizes that cultural
differences can impact decision-making in MNCs by affecting how decisions are made and who
makes them (Elbanna et al., 2020, pp. 580-583; Maekelburger et al., 2012, pp. 470-471). However,
based on the interviews, countries like Sweden and Norway tend to need more discussions and go
through decisions in depth, while Finland and partly the UK as well, has more of a straight-forward
approach to decision making (R1 & RS8). According to literature, for example the resource-based view

and actor-centered perspectives further illuminate that cultural aspects necessitate the involvement of
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employees from different countries to foster inclusive decision-making (Drahokoupil, 2024, p. 209).
Therefore, this theoretical approach slightly differs from some empirical findings, even though we can
see there is alignment with Company A's efforts to accommodate cultural differences by involving
employees from various countries in decision-making processes, thus promoting a more inclusive and

participatory approach.

Also, geographical distance presents another layer of complexity in decision-making for MNCs, even
though it does not seem to be a significant factor for Company A—which is most likely due to
Company A operating within slightly small geographical distances in the Northern European region,
which helps mitigate the challenges typically associated with geographical separation. However, as
R9 notes, employees sometimes prefer to consult colleagues from similar backgrounds or sit at the
same office, which helps bridge the gap created by physical distance. This preference can influence
decision-making, possibly though more so through the building of connections and relationships,

which —based on our analysis—are potentially a little easier to create with those who are closer.

Moreover, noteworthy is if Company A were to expand its operations to regions with more significant
geographical distances, the impact on communication and collaboration could be more pronounced.
Greater geographical separation could introduce challenges such as time zone differences, varied
communication styles, and diverse cultural practices, all of which could complicate decision-making.
R5 highlights that while the current setup does not formally address geographical distance, the
presence of cross-border teams already presents some communication challenges that need to be
considered. In such a scenario, this could involve exploring best practices for virtual communication,
developing strategies to foster inclusiveness across diverse locations, and implementing formal
guidelines to navigate cultural differences. The literature suggests that effective communication and a
strong culture of collaboration are essential to navigate the complexities of decentralized
decision-making structures in multinational corporations (Ciabuschi et al., 2012, p. 218). Therefore,

understanding these dynamics in the context of greater geographical distances would be crucial for
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maintaining coherence and effectiveness in decision-making.

From the empirical findings, the statement from R1 provides a valuable perspective on how
employee-ownership shapes decision-making in MNCs: “Now we have an owner-friendly shareholder
directive, we will grow, make money, and pay dividends. That in a way is telling to drive the ship
straight ahead. It's a high risk if the world is changing and may be a bigger risk in the long term than
in the short term.” Employee-ownership often leads to a concentration of investment, where
employees invest a significant portion of their wealth in the company. This deviates from the
diversification principle endorsed by portfolio theory, which suggests spreading investments to
mitigate risk (Blasi et al., 2008, pp. 24-25). In an employee-owned MNC, this concentration heightens
financial risks for employees, making them more risk-averse in their decision-making. The cautious
approach to risk-taking observed in Company A aligns with this understanding, as employees may

prioritize the stability and security of their investments over more aggressive growth strategies.

Furthermore, the cultural dimensions within an employee-owned MNC also play a crucial role in
shaping decision-making. For instance, in cultures characterized by high uncertainty avoidance,
employees may exhibit a low tolerance for ambiguity and risk, leading to more conservative
decision-making (Caramelli & Briole, 2007, p. 300). This cultural influence can further reinforce the
cautious stance observed in Company A, where the focus on immediate financial returns and steady

growth may overshadow long-term strategic risks.

Moreover, the bounded rationality framework suggests that decision-makers operate under cognitive
limitations and finite information, often leading to a preference for short-term, less risky decisions
(Elbanna, Hsieh, & Child, 2020, p. 576). In an employee-owned MNC like Company A, this can
manifest as a focus on immediate financial returns, such as profitability and dividends, rather than
long-term strategic risks. While this approach may yield immediate gains, it also presents inherent

risks, particularly in the face of evolving global dynamics as stated by R1.
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In addition, effective risk management in employee-owned MNCs requires strategic alignment
between ownership structures and risk management practices. The subjective perception of risk
among employees significantly influences their attitudes and behaviors towards shared capitalism
(Blasi et al., 2008, p. 25). In Company A, the cautious approach to experimentation and risk-taking
can be seen as a reflection of employees' risk perceptions and their desire to safeguard their
investments. This necessitates a sophisticated risk management approach that caters to both financial

and psychological dimensions, ensuring sustainable growth and employee well-being.

Additionally, a risk identified in Company A’s organizational structure is that conflicts between the
leadership team and the CEO would escalate to the board level, potentially influencing the board's
decisions and leading to the removal of the CEO (R3). This risk aligns with organizational structure
theory, which suggests that while centralization can be beneficial for maintaining strategic
consistency, it also makes the organization vulnerable to disruptions if the concentrated
decision-making power is compromised (Foss et al., 2012, pp. 249-250). Furthermore, risk
management theory emphasizes the need for robust risk management practices to mitigate such
vulnerabilities, particularly in employee-owned multinational corporations (Blasi et al., 2008, pp.

24-25).

Lastly, a risk for Company A, involves the potential sale of the company by a major shareholder. This
scenario could lead to significant organizational upheaval, particularly if employees who do not own
shares feel dissatisfied with the new ownership and decide to leave. This mass exodus could result in
the buyer acquiring a company devoid of its workforce, thereby undermining the company's
operational capabilities and value. As highlighted by R11, this risk is particularly pertinent in the
context of employee-owned companies, where the ownership structure can significantly impact
employee satisfaction and retention. The theory of bounded rationality suggests that decision-makers

often operate under cognitive limitations and finite information, leading to cautious decision-making
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that prioritizes immediate stability over long-term strategic considerations (Elbanna et al., 2020, p.
576). In this case, the potential sale of the company by a major shareholder introduces a high level of

uncertainty, which could prompt employees to seek more secure opportunities elsewhere.

5.5 Summary decision-making in employee-owned MNCs

To summarize, many of the findings regarding decision-making in Company A, operating as an MNC,
are consistent with existing literature, theories, and empirical evidence on decision-making within
MNCs. However, distinguishing between decision-making and characteristics stemming from its
ownership structure and those common to all MNCs is posing a challenge. For example, we believe
that discussing decision-making challenges specific to Company A may not necessarily differ
significantly even if its ownership structure were different. Similarly, if a similar case study were
conducted on another MNC operating in similar markets but with a different ownership structure, the

findings might still be comparable.
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Figure 8. Factors shaping the decision-making in the case company.

By presenting the factors influencing decision-making, as depicted in Figure 8 above, we give an
overview of all identified factors shaping decision-making. In the middle circle are individuals taking
operational and strategic decisions, and our analysis is that those individuals play the most critical role
including among others their risk-taking abilities, bounded rationality, power relations and leadership

styles. The circles around it further presents factors found during our study, both formal such as legal

contracts, and softer factors such as personal relationships.

Moreover, delving deeper into this analysis, we pinpointed the most crucial factors that we believe

shape decision-making specifically in fully employee-owned companies, as illustrated in Table 2
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below. We categorized our findings into three levels of relevance to employee ownership: “No

relevance,” where, although it is significant in general decision-making in the MNC, our findings

suggest it is not specifically related to employee-ownership; “Highlighted,” meaning that the finding

is somewhat connected to employee ownership but not strongly; and “Strong impact,” referring to

findings that significantly influence decision-making in the context of employee ownership. This

categorization allows us to gain insights into how ownership structure can influence decision-making

in Company A and potentially within similar organizations.

Decision-Making Factor

Employee-Owned MNC Analysis

Geographical distance, cultural

differences

Company structure

Legislation, Shareholder directive

External risks

Internal risks

Personal relationships

Psychological ownership

Governance model

Financial risk-taking ability

Level of trust and procedural justice

No relevance

No relevance

No relevance

No relevance

Highlighted

Highlighted

Highlighted

Highlighted

Strong impact

Strong impact

Table 2. Analysis of decision-making factors in employee-owned MNCs.
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Based on the literature and empirical findings, Table 2 identifies factors particularly relevant for
MNCs with a 100% employee-owned ownership structure. Firstly, the "Decision-Making Factor"
column provides a summarized list of factors influencing decision-making processes within MNCs in
general. Following this, the "Employee-Owned MNC Analysis" column offers an examination of the

relevance or impact of these decision-making factors for employee-owned MNC:s.

First, factors such as geographical distance, cultural differences, company structure, legislation,
shareholder directive, and external risks seem to impact all MNCs’ decision-making based on theories
and literature, and therefore our analysis is that those show no specific relevance to employee-owned
MNC:s and thus it cannot be distinguished that these are more significant for this type of ownership

than for other MNCs.

Secondly, internal risks such as significant owners deciding to leave, personal relationships like a lack
of trust among significant owners, as well as psychological ownership, and governance
models—defining the roles between owners, leadership, and the board—seem to be highlighted in
their impact on shaping decision-making in employee-ownership. Finally, financial risk-taking ability
and, again, the level of trust and procedural justice exhibit a strong impact in decision-making in
employee-owned MNCs, based on our analysis. Overall, this analysis provides insights into this
specific case and our own take-away from the theoretical literature and empirical findings. However,

further research is needed to bolster our analysis.

5.6 Re-evaluating the conceptualization framework

Building upon the insights provided above, revisions were applied to our Conceptualization
framework (Figure 2) to more effectively address our research question. As a result, certain factors
were emphasized to reflect their significance, while others were downplayed due to their lesser

importance.
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Figure 9. New Conceptualization Framework.

Figure 9 shows our refined conceptualization framework after collection of empirical data and
analysis. Factors such as geographical distance, cultural differences, company structure, legislation,
and external risks were deemed less significant (See table 2). These factors are important to all MNCs
and not specifically tied to an employee-ownership structure. Additionally, factors such as internal
risks, personal relationships, psychological ownership, and governance models are shown for their
impact. However, factors that have been identified as strongly influential are financial risk-taking
ability, levels of trust and procedural justice. This revision framework offers a more tailored
understanding of decision-making dynamics within 100% employee-owned MNCs, drawing from

both theory and empirical evidence.
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6 Conclusion

This chapter will present the conclusion to the thesis. In the first section the main research question
will be answered followed by the two sub questions. Thereafter, the researchers will present

recommendations based on the findings followed by a section for suggestions for future research.

6.1 Background to research question

This thesis explored the factors influencing decision-making in employee-owned MNCs, focusing on
a single case study in Northern Europe. We examined both operational and strategic decision-making,
the actors involved, their methods and motives, and the impact of governance structures, cultural

diversity, and risk management. Through interviews with decision-makers and board members of the
selected case company, the study provided insights into decision-making and the different factors that

shape it. Based on this, the following research question and a sub-question were developed:

Research question:

e How is decision-making shaped in employee-owned multinational companies (MNCs)?

To address this question, a sub-question was formulated:

e  What are the factors shaping decision-making in employee-owned multinational companies

(MNCs)?
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6.2 Main empirical findings

Our findings indicate that 100% employee ownership affects decision-making within companies.
However, it is difficult to determine whether these effects are due to the ownership structure itself or

to common international management challenges that all companies encounter.

Additionally, our empirical findings reveal that the percentage of ownership has limited impact on
decision-making authority and more likely reflects an underlying power hierarchy. The governance
structure ensures equal voting rights among decision-makers, regardless of their ownership share.
However, subtle evidence suggests that decisions often favor the views of the largest shareholders.
This indicates that, despite formal structures promoting equality, informal dynamics can subtly

influence decision-making.

Our main findings indicate that while employee-ownership may not have a significant formal impact
on decision-making, its importance lies in two key areas: a) the (limited) financial capabilities it

provides, and b) the enhancement of social capital, networks, and personal relationships.

Internal risks | Highlighted

Personal relationships | Highlighted
Psychological ownership | Highlighted
Governance model | Highlighted

Financial risk-taking ability | Strong impact

Level of trust and procedural justice | Strong impact

Table 3. Highlighted and strong impact factors of Decision-Making in Employee-Owned MNCs.
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Addressing the research questions

Decision-making in fully employee-owned structures is indeed shared, but it is influenced by a
complex interplay of formal governance, trust, financial constraints, and psychological ownership.
The findings highlight that while employee ownership aims to democratize decision-making and align
employee interests with corporate goals, its actual impact on decision-making authority is more
complex than expected. The formal governance structure, with its equal voting rights, seems to negate
the direct influence of ownership percentage on decision-making. However, empirical observations
show that informal dynamics, such as aligning with the views of major shareholders, add layers of
complexity. This complexity highlights the importance of transparent governance structures that
balance the benefits and challenges of employee-ownership, ensuring that decision-making remains

effective and inclusive.

In a fully employee-owned structure, trust and personal relationships are central to decision-making.
This reliance on trust is further complicated by limited financial capital and the inherent risks of

investments, especially since employees are investing their own money rather than external funds.

Additionally, cultural differences among employee-owners impact decision-making and the level of
involvement required from different parties. Transparent communication is crucial for maintaining
trust and relationships, as different cultures have varying expectations for involvement. This
transparency is especially important in a multinational context, where cultural diversity affects how

decisions are perceived and executed.

Concluding remarks
To conclude, this study reveals that the influence of employee-ownership on decision-making is
complex, shaped by both formal governance structures and informal dynamics. Instead of a

straightforward democratizing effect, the impact of ownership on decision-making authority depends
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on the clarity and adaptability of governance mechanisms. For employee-owned MNCs to optimize
decision-making, it is crucial to establish clear governance structures while balancing formal equality
with informal influences. This study contributes to a broader understanding of how
employee-ownership shapes organizational dynamics, highlighting the intricate interplay between

structure and agency in decision-making processes.

6.3 Recommendations

Based on the findings and analysis in this thesis, recommendations can be made for practitioners in
employee-owned MNCs and for future academic research. These suggestions aim to improve
decision-making within employee-owned MNCs and enhance our understanding of how

employee-ownership affects organizational dynamics.

For practitioners in employee-owned MNC:s, it is crucial to enhance participatory decision-making. To
foster a culture of open communication is essential. Encouraging transparency and maintaining open
channels for both top-down and bottom-up communication can help organizations navigate the
complexities of diverse viewpoints in decision-making. Additionally, investing in leadership and
management development is important. Targeted training programs in consensus-building, conflict
resolution, and strategic thinking can equip leaders and managers with the skills needed to effectively
address the different challenges of leadership in an employee-owned context. Strengthening
governance structures by clearly defining roles and establishing decision-making protocols will ensure
that employees understand and can effectively engage with these processes. Lastly, improving

cross-unit communication is recommended to ensure well-informed decisions.

6.4 Future research

This study on decision-making within employee-owned MNCs has revealed several areas that need

further exploration to better understand how employee-ownership affects decision-making in
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multinational contexts. Future research could benefit from comparative studies across different
geographical regions. These studies would highlight how cultural, economic, and legal frameworks
uniquely shape decision-making dynamics within employee-owned MNCs. Additionally, expanding
the research to include multiple industries could also be beneficial. Studying companies from diverse
sectors would provide a more comprehensive understanding of how industry-specific factors interact

with employee-ownership to influence decision-making.

Furthermore, longitudinal research' could provide insights by tracking the evolution of
decision-making within EOCs over time. For example, delving deeper into the psychological aspects
of ownership and decision-making, including financial risk-taking, motives, and power relations,
would be an interesting avenue for further investigation. Furthermore, there is a need to explore the
impact of different governance structures on decision-making within EOCs. This includes examining
the roles of boards, shareholders, and employees in the governance process and how these roles affect

decision-making efficiency and outcomes.

'* Longitudinal research is a type of study in which data is collected from the same subjects repeatedly over a
period of time.
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Appendix

Appendix 1. Interview guide

The purpose of this interview guide is to cover key aspects of the master thesis and provide qualitative
research data for the empirical part of the work. In conversational, semi-structured interviews, topics
related to employee ownership, strategic international management, and decision-making process are
discussed. Adjustments can be made based on specific nuances and details that may emerge during the

Interviews.

1. Introduction and Background
1.1 Can you describe how the company has adopted the employee-owned structure, and how is the

company hierarchy structured at the moment?

2. Decision-Making Process

Operational Decision-Making (Leadership Team)

2.1 How is the operational decision-making process structured within the company at the moment?
Can you describe the factors that influence operational decisions within the organization (e.g.,

ownership % affecting the decision-making)?

2.2 How does the company handle challenges related to operational decision-making in an
employee-owned structure? Are there specific mechanisms in place to address conflicts or ensure

alignment with organizational goals, and if not, why?

Strategic Decision-Making (Board)
2.1 How is the strategic decision-making process structured within the company at the moment? Can
you describe the factors that influence strategic decisions within the organization (e.g., ownership %

affecting the decision-making)?
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2.2 How does the company handle challenges related to strategic decision-making in an
employee-owned structure? Are there specific mechanisms in place to address conflicts or ensure

alignment with organizational goals, and if not, why?

3. International Management
3.1 What challenges has the company encountered in managing its international operations within an

employee-owned framework?

3.2 How does the company navigate and account for cultural differences in decision-making
processes? Have there been any specific instances where cultural nuances played a significant role in

shaping strategic decisions or organizational policies?

4. Information flow and Transparency

4.1 Can you describe the process of how decisions are communicated to employees throughout the
organization? Are there formal mechanisms in place for soliciting input from employees on strategic
or operational decisions?

4.2 How does the company ensure transparency in its decision-making, particularly regarding matters

that impact employees?

5. Risk Management
5.1 What strategies does the company employ to mitigate risks while maintaining alignment with
organizational goals? Are there specific challenges or considerations related to risk management in an

employee-owned environment?

5.2 How does the company adapt its decision-making processes to address changing circumstances or

unexpected challenges?
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5.3 Are there instances where the company has modified its governance structure or decision-making

frameworks in response to feedback or external factors?

5.4 How does the company foster a culture of trust and accountability to empower employees in

contributing to strategic initiatives?

6. Closing Remarks

6.1 Are there any lessons learned or best practices that the company has identified regarding its

unique ownership structure? Any do’s or don’ts worth mentioning?

6.2 Finally, are there specific areas where you see potential for improvement or future development

within the company's decision-making processes and governance structure? Is there anything missing

or underutilized in the current setup?

6.3 Any additional information or insights you would like to share regarding the topics discussed?
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Appendix 2. Confidentiality Agreement

Confidentiality Agreement

Between

a) Company A organization no. XXXXXX-XXXX

and

b) representative students Ebba Norberg and Ella Yldnen

the following confidentiality agreement has been concluded:

1 Exchange of information

1.1. The parties intend, during the period 1 January to 1 June 2024, to discuss valuable information
that will be used confidently in the master thesis work. In these discussions and interviews, the parties
will exchange information that may be of a trade secret nature or otherwise considered confidential.
All collected data from the interviews and other sources connected to the organization will be stored

until June 2024 and thereafter destroyed.

The names or other personal information of the interviewees, nor the company will not be published,
and the interviewees will not be linked to the answers at an individual level. Due to the qualitative
nature of the interviews, recording is possible so that a transcript can be made, and this data is only
used by student representatives and will not be disclosed to other company representatives or third
parties. When handling and analyzing the data, the interviewers will be referred to as Management

Team Member A, Management Team Member B, etc.

2 Duty of confidentiality
2.1. Apart from what is stated in point 2.2, confidential information refers to such information as:
- party by special marking or special notice to the other party has indicated as

confidential, and
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- which has been issued during the period specified in point 1.1.

2.2. Information that is generally known or comes to public knowledge otherwise than through a

breach of this Agreement shall not be considered confidential information. Also, information that the

recipient of the information can show that he or she already knew upon receipt or that he or she
received from a third party, without being bound by confidentiality concerning this, shall not
constitute confidential information.

2.3. The party undertakes not to disclose confidential information to third parties, except for such
information that the other party agrees in advance may be disclosed or information disclosed as a

result of mandatory provisions in the constitution.

3 Applicable law and dispute resolution

3.1. Swedish law shall, apart from its choice of law rules, apply to the agreement. Disputes arising

from the agreement shall be finally settled by a Swedish court.

4 Amendments to and additions to the agreement

4.1. Changes and/or additions to this agreement must be in writing and signed by both parties to be

valid.

5 Entry into force of the agreement

5.1. The agreement comes into force when it has been signed by both parties.

Two original copies of this agreement have been drawn up and exchanged between the parties.

Signatures, student representatives

Place and date:

Signature authorized representative students
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Name clarification: Ebba Norberg

Signature authorized representative students

Name clarification: Ella Yldnen

Signatures, organization representatives

Place and date:

Signature authorized representative Company A

Name clarification

Signature authorized representative Company A

Name clarification
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Appendix 3. Interview request email

Dear recipients,

We are students from the University of Gothenburg, enrolled in the international business and trade
master's program, and we are currently working on our master's thesis, exploring the decision-making
processes within an employee-owned multinational corporation (MNC), with Company A as our case

company.

Recognizing the complexity that employee-owned companies face in their decision-making processes,
this work aims to build a picture of the current situation. Based on the theoretical framework and
collected data, we will conduct an analysis and provide recommendations. The study will also explore
possible cultural differences, aiming to identify the pros and cons of the current decision-making

process.

We are conducting interviews with the leadership team and board members, which serve as empirical
data and the foundation for the analysis. All data collected, including the company name and the
names of the interviewees, will be anonymized. We will mention the countries where the company
operates, but no other identifiable information will be published or shared with third parties.
Additionally, any responses will not be associated with specific individuals, as outlined in the attached

confidential agreement.

Ultimately, this work aims to assist Company A in developing its decision-making process and

building a governance structure for the company.

The study is qualitative, and interviews will be conducted by phone or Teams during weeks 8-12,

2024. Please refer to the attached interview guide. If you have any questions about this project, please

feel free to get in touch.
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Researchers:

Ebba Norberg

+46 708 92 18 01

ebba.noorberg@gmail.com

School of Business, Economics and Law, Gothenburg University

Ella Ylanen
+358 40 540 2446

ylanenella@gmail.com

School of Business, Economics and Law, Gothenburg University
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