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Abstract 

The purpose of this paper is to identify the roles of decentralization of the strategic decision-making 

process between contextual factors and decision process output. From analysis of alternative research 

approaches, a field survey was most appropriate methodological choice. This study is a field study of real 

organizations rather than an artificial setting. The questionnaire consists of items measuring the variables 

of primary interest, namely the independent, mediator, and dependent variables. The study was conducted 

in central part of the country involving medium and large size manufacturing firms. The results of 

hierarchical regression analysis indicate that decentralization in the strategic decision-making process 

mediates the influence of organizational slack, environmental dynamism and managers need for 

achievement on quality of the decision process output. But do not mediate the influence of the decision 

familiarity on quality of the decision process output. 

 

Key Words: Strategic decisions, Decision’s familiarity, Environmental dynamism, Organizational slack, 

Need for achievement. 

 

Introduction 

 
Decision-making is an important part of managers‟ jobs in any organization. More than anything else, 

competence in this activity differentiates the manager from the non-manager (Harrison, 1999). In reality, 

managers must make decisions while performing managerial functions; planning, organizing, staffing, 

leading, and controlling. Therefore to be a good planner, organizer, staffer, leader and controller, a manager 

must first be a good decision maker (Rue & Bayrs, 1986). However, the process of decision-making is not 

as easy as it sounds. In a classic work on the science of management decision making, Simon, (1965) treats 

it as a process synonymous with the whole process of management. Pearce and Robinson (1989) indicated 

that decision-making is inevitable, because to explicitly avoid making a decision is in itself to make a 

decision. Thus, making decisions is the most important job of any manager or executive (Hammond et al., 

1998). To be effective in the highly competitive environment of today, managers in any organization need 

to devote a significant amount of skill, knowledge, and attention to managerial decision-making.  

 

Among different type of managers‟ decisions, strategic decisions are the most important ones. Strategic 

decisions are long-term, highly unstructured, complex, and inherently risky. Since the decisions not only 

affect the organization in which they are taken but also the society (Colignon and Cray, 1980), it is not 

surprising that the strategic decision-making process has been heavily researched (Amason, 1996). 

However, Empirical studies in terms of factors that influence the strategic decision process is either limited 

or have produced contradictory results. According to Papadakis et al. (1998), in spite of the crucial role of 

strategic decisions, the strategy process research has not departed significantly from a stage of being based 

on. Mature paradigms and incomplete assumptions (Eisenhardt and Zbaracki, 1992). Thus, research on the 

strategic decision and factors affecting the process remains of paramount importance in the field of 

organizational theories and management (Astley et al., 1982), and much more empirical research is 

required before any definitive conclusion can be reached (Rajagopolan et al., 1993). This study is believed 
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to be the first to test the mediating impact of the decentralization of the strategic decision-making process. 

This study was conducted among Iranian manufacturing firms, and, therefore, comparison of its results to 

the findings in other countries may suggest the influence of other factors such as ideology, belief, and 

culture on the strategic decision-making process. This in turn may open up a promising avenue for future 

research. The choice to focus on strategic decisions is due to their nature and significance. This 

investigation is limited to firms operating in Tehran province and focuses on strategic decisions made from 

2010 to 2012. 

 

Derived from the above or similar discussions in my literature review, the question is: to what extent do 

contextual factors such as decision familiarity, organization slack, environment dynamism and managers 

need for achievement influence the decentralization of the strategic decision-making process and quality of 

the decision process output? This study seeks to extend prior work on factors influencing the strategic 

decision-making process, and to identify the possible relationship between these factors and quality of the 

decision process output, while decentralization of the decision-making process mediates their relationship. 

  

Literature Review 
 

In discussing decision making, it is customary to focus on a decision itself. A decision is a conscious choice 

to behave or to think in a particular way in a given set of circumstances (Duncan, 1973). Decision-making 

refers to the thought process involved in choosing the most logical choice from among the options 

available. In making a decision the decision maker has several alternatives and the choice involves a 

comparison between these alternatives and an evaluation of their respective outcomes. For purposes of this 

article, a decision is defined as a moment, in an ongoing process of evaluating alternatives for meeting an 

objective, at which expectations about a particular course of action impel a decision maker to select that 

course of action most likely to result in attaining the objective. Strategic decision making is the most 

significant activity engaged in by managers in all types of organizations. This activity clearly distinguishes 

managers from other occupations in the society.  

 

Decision making process is conducted by managers in three different ways. Intuitively, based on judgment, 

or using a more detailed problem-solving process. Making choices based on judgment is primarily an art 

learned through experience. And using problem-solving methods to arrive at decisions is an analytic 

process that is scientific in nature and requires considerable skill and knowledge Carlisle (1979). The 

primary focus in this article is on strategic decisions made by managers at the top of the organization. 

These decisions trigger dozens or even hundreds of other decisions of lesser magnitude at descending levels 

of management. Strategic decisions, therefore, set the tone and tempo of managerial decision making for 

every individual and unit throughout the entire organization. Strategic decisions are highly complex and 

involve a host of dynamic variables. Strategic decisions are the means by which perennially scarce 

resources are rationally committed to fulfill managerial expectations for success. The ability to take the 

right strategic decision in a complex situation is what sets an average individual apart from the rest, though 

the ability of arriving at the correct decision within a short span of time is a highly valued and important 

trait (Bose, 2013).  

 

All of management boils down to two things which are creation of effective strategy and its execution. In 

short, it is all about making decisions and seeing them through to their end through execution (Phatak, 

2012). Every decision made by the management of a business affects employee morale and performance, 

ultimately influencing the overall business performance (Pilgrim, 2010). Management is all about getting 

things done in the most efficient manner. The importance of strategic decision making in management is 

immense as the business policy and culture adopted, ultimately affects a company's output and 

performance. In today's world, one needs business managers who can take snap decisions and execute the 

outlined strategy. Strategic decisions are those important decisions that typically require firm‟s 

environment consideration. These decisions are long term, complex, and have great impact on 

organizational direction, and structure (Thompson & Strickland, 2003).  
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In the past decades, especially in the late 90's several researches have investigated and written about 

managerial decision-making from a variety of dimensions and perspectives (e.g. Thompson & Strickland, 

2003; Gamble and Thompson, 2009; Phatak, 2012; Bose, 2013).  In spite of this on-going attention, the 

subject of decision-making is still in a contradictory and controversial phase with theoretical dilemmas. 

Harrison (1999) believed that part of the problem is derived from the multidisciplinary nature of the 

decision-making. The problem can be more complicated by differentiating decision maker into individual, 

group, and multi-group (Kriger & Barnes, 1992). Strategic decisions are shaped by environmental, 

organisational, decision-maker and decision-specific characteristics (Elbanna and Child, 2007).   For the 

purpose of this study contextual factors are limited to four different variables such as decision's familiarity, 

organizational slack, environment dynamism and managers need for achievement that impact strategic 

decision-making process output.  

 

Decision’s Familiarity 

 

It refers to the degree that the decision problem is clear to the decision-maker. Papadakis et al. (1998) did 

not find any relationship between decision‟s familiarity and characteristics of the decision-making process. 

On the other hand, Fahey (1981) found that decision‟s frequency (a proxy to familiarity) influences the 

extent of rationality in the decision-making process.  

 

Organizational Slack  
 

Organizational defined as a cushion of resources, helps organizations cope with environmental changes and 

unexpected events. In the literature review I could not find any empirical study relating organizational slack 

to strategic decision-making process except the work of Sharfman and Dean (1997) that concluded a 

positive relationship between slack and flexibility in strategic decision-making process.   

 

Environmental Dynamism 

 

Environmental dynamism refers to the rate of change, absence of pattern and unpredictability of the 

environment (Dess & Beard, 1984). Based on these characteristics, environmental dynamism as an 

important factor influencing strategic decision-making process has been considered by several literatures. 

Some of these studies (e.g. Frederickson, 1984; Frederickson & Iaquinto, 1989) claimed that there is a 

negative relationship between strategic decision-making process and performance in unstable environment 

and positive relationship in stable environment. In contrast Bourgeois (1985) found that in high velocity 

environment, effective firms use rational decision-making process. On the same note Miller and Friesen 

(1983), and Eisenhardt (1989), suggested that an increase in environmental dynamism is accompanied by 

an increase in the extent of rationality in the decision-making process. In literature review relating 

environmental dynamism to the extent of decentralization in the decision-making process I found different 

views. Grinyer et al. (1986) suggested that environmental stability is associated with decentralization while 

Papadakis et al. (1998) found no relationship between dynamism and the extent of decentralization in the 

decision-making process. And according to Grant, (2003) strategic decisions are made outside the strategic 

plan in response to environmental opportunities and threats. 

 

Need for Achievement  

 

According to Miller et al. (1988) manager's need for achievement positively influence the strategic 

decision-making process while Papadakis et al. (1998) did not find such a relationship. According to Schilit 

and Pain (1987) middle level managers are more likely to use systematic approach in strategic decision-

making process than the lower level managers. This supports Lyles and Mitroff (1980) that suggested the 

higher up the managers in organizational hierarchy; the more likely they are to utilize a rational process in 

their decision-making.  

 

http://www.irmbrjournal.com/


   

  

 

 

ISSN: 2306-9007           Nooraie (2014) 

 

 

336 

I 

 

  www.irmbrjournal.com                                                                                           March 2014                                                                                               

 International Review of Management and Business Research                        Vol. 3 Issue.1

                           

R 
M  
B  
R  

Theoretical Framework 
 

Based on my literature review and research questions I have developed an integrated framework that is 

presented in Fig.1. The model is descriptive in nature and focuses on the influence of conceptual factors; 

decision familiarity, organizational slack, environmental dynamism, and manager need for achievement on 

decentralization of the strategic decision-making process. Also it looks at the mediating impact of 

decentralization of the strategic decision-making processes between these contextual factors and quality of 

the decision-making process output. Two guiding assumptions derived from literature serve as the 

theoretical basis for this model (1) contextual factors influence the choice of process, and (2) the process 

choice influences output quality. Contextual factors are grounded on behavior, upper echelon, system, and 

contingency theories, whereas process choice is grounded on utility, behavior, and decision theories, and 

process quality is grounded on decision theory. 

 

 

 

 

 

Fig 

Fig .1 Theoretical Frameworks 

 

 

The choices to focus on variables presented in the theoretical frameworks are based on the following 

criteria:                        

 

 Factors which had received limited attention in past studies such as organization slack, 

 Factors which had produced contradictory results in previous research such as decision familiarity.  

 Factors that my literature review suggested would best represent the contexts such as environmental 

dynamism. 

 Factors that I believed would have the most explanatory power such as manager‟s need for 

achievement. 

 

The strategic decision-making process (decentralization) was selected as: 

 

 That is more frequently cited in literature,  

 Which has clearly played central roles in organization decision-making, and  

 Which is distinct and is related to the most important and popular organizational model. 

 I selected quality of the decision-making process output because the literature provides following      

       conceptual basis for consideration while I am not aware of any studies that focus on process output.  

 The final decision outcomes is a function of decision process quality and implementation (Trull, 1966), 

 The final decision outcomes also depends upon the quality of the process in which the decision is made 

(Steiner, 1972), and 

 Since good decision can lead to bad outcomes and vice versa, a strategic decision-making process 

cannot infallibly be graded either high or low quality in terms of its final outcomes (Brown et al., 

1974).  

 

Research Hypotheses 

 

I expected that familiarity with the decision and the decision context to encourage managers to centralize 

the decision-making process and not delegate decision authority to lower levels of management. This is 

because a manager who is familiar with the decision context will require less information and feedback 

from other lower level managers, in making the decision. However Papadikas et al, (1998) did not find any 

Contextual Factors 

 

X1. Familiarity 

X2. Slack 

X3. Dynamism 

X4.Need for achievement 

 

 

Decision Process characteristics 

 

Y. Decentralization 

 

Decision Process Outputs 

 
Z. Decision quality and 

Satisfaction 
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relationship between decision‟s familiarity and the extent of decentralization in the decision-making 

process. Thus I proposed the following hypothesis. 

 

H1. There is a negative relationship between decision familiarity and the extent of decentralization in the 

decision-making process. 

 

In my literature review I could not find any empirical study relating organizational slack to the extent of 

decentralization in the decision- making process while a few studies available in this area (e.g. Sharfman & 

Dean, 1997) mostly focused on decision flexibility. Availability of organizational slack can provide 

opportunities for managers to seek more information, more alternatives, and better choice. Thus managers 

are more likely to look for decentralization in their decision-making if the level of organizational slack is 

great. Based on these premises the following hypothesis was formulated for testing.  

 

H2. There is a positive relationship between organizational slack and the extent of decentralization in the 

decision-making process. 

 

I expect that CEOs tend to be more careful and seek for more information and ideas in order to generate 

and evaluate more alternatives and create a better choice. This is to say that the greater uncertainty, the 

greater need for information and involvement of others. This leads to more participation of lower level of 

managers. Further, greater delegation and involvement provides avenues to spread out “blame” in the event 

of failure. Thus I posit the following hypothesis for assessment. 

 

H3. There is a positive relationship between environmental dynamism and the extent of decentralization in 

the decision-making process. 

 

With respect to the manager‟s need for achievement the literature review reveals two groups of studies, 

with contradictory results. Miller et al. (1988) suggested that the need for achievement exerts a negative 

impact on decentralization of the decision-making process, while (Papadakis et al., 1998) found no such 

relationships between manager‟s need for achievement and the extent of decentralization in the decision-

making process.  

I believe that managers with high levels of need for achievement seek for more challenging works to 

achieve their desired goals thus, they are less likely to decide in a decentralized manner. Thus the following 

hypothesis for testing was suggested. 

 

H4. There is a negative relationship between manager‟s need for achievement and the extent of 

decentralization in the decision-making process. 

 

I am not aware of any existing empirical study of strategic decision-making that focuses on quality of the 

decision process output and investigates how well the decision process was carried out. Most of the studies 

available have studied on one aspect of final decision outcomes namely organizational effectiveness or 

performance with contradictory finding (e.g. Eisenhardt, 1989; Priem et al., 1995). According to Brown et 

al. (1974) a strategic decision cannot be graded either high or low quality decision based on its final 

outcomes. This is due to the fact that a good decision can lead to a bad outcome if, poorly implemented. 

Steiner (1972) believed that the decision outcome also depends upon the quality of the process in which the 

decision is made. Based on these arguments I believe that the decision outcomes may be investigated in 

two separate but reciprocal phases (1) decision-making phase and (2) implementing phase. In decision-

making phase the quality of the decision-making process output in terms of timeliness or speed of the 

decision-making, acceptability to interested units, and adaptive to change can be evaluated (Rajagopalan et 

al., 1993). This actually defines how well the decision process is carried out. Implementation phase 

determines how well the selected alternative (the decision) is accomplished, the decision goals are 

achieved, or problems are solved. The results of these two phases of investigations, which jointly determine 
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the decision outcomes help to differentiate between the quality of the decision-making process and the 

quality of the implementation process. This study is concerned only with decision-making process output.  

I expect that decentralization in decision-making process or more delegation of stages of planning process 

to lower levels of management lead to higher quality of decision process output due to the greater diversity 

of ideas. Given that the extent of decentralization in strategic decision-making process generate more ideas, 

more discussions, more evaluations, and more information, more focus will be given to possible choices, 

which may leads to better selection that in fact provides higher level of decision-making quality. More 

importantly, greater decentralization in the decision process creates awareness and acceptance of the final 

decision. Based on these discussions I posit the following hypothesis for testing  

 

H5. There is a positive relationship between the extent of decentralization in the decision-making process 

and quality of the decision process output. 

 

As I have conceptualized the relationship of the variables of study in the framework, decision process 

mediates influence of contextual factors on the process output. I am not aware of any existing empirical 

study of strategic decision-making that focuses on the relationship between familiarity, slack, dynamism 

and need for achievement and quality of the decision-making process output while decentralization of the 

strategic decision-making process function as a mediator between these variables.  

 

According to interactional psychology, contextual variables are the major direct influence on manager‟s 

adjustment to choose a particular decision-making process (Nelson, 1990). On the other hand decision-

making process directly influences the quality of the decision process output thus, contextual factors will 

have indirect effect, through a decision-making process on quality of the decision process output. Based on 

these discussion following hypothesis for testing was proposed. 

 

H6. The relationship between contextual factors and quality of the decision process output is mediated by 

the extent of decentralization in the decision-making process. 

 

Methodology 
 

This study is a field study of a real strategic decision-making process rather than an artificial setting. The 

study was conducted in Tehran medium and large-sized private manufacturing firms. I decided that a 

geographical area would be exhaustively sampled, rather than choosing samples across the whole nation, 

because the selected area is one of the most industrialized zones, and given the complex nature of the study, 

this geographical proximity could facilitate follow-up actions. In order to ensure adequate responses, an 

introductory letter was sent to 138 different firms which were randomly selected and were registered in 

Food Industry Manufacturing Firms Directory. This initial letter sought to determine the specific strategic 

decision that has been made within the last 24 months and to identify the managers who were directly 

involved in the decision-making. The final sample involves 112 manufacturing firms, which agreed to 

participate in the survey; the subjects I targeted are the Chief Executive Officers (CEOs) and four other 

members of the management team, thus making a target sample of 560 respondents. Subsequent to this 

introductory letter, a total of 560 questionnaires with cover letters were posted, including appropriate 

instructions, key terms, and stamped, self-addressed return envelopes. Four weeks after the questionnaire 

was mailed, the first follow up letter was sent to those who had not yet responded. After another four 

weeks, the second and last follow up letter was distributed. Meanwhile most of the CEOs or their managers 

were contacted either by mail or telephone to: Answer their questions, if any, and to emphasize that the 

data should refer strictly to strategic decision-making. From the 560 questionnaires a total of 338 

questionnaires were returned of which 3 questionnaires were deemed unusable (61% rate of return). 

In order to collect data a pre tested questionnaire was used as an instrument. The questionnaire consists of 

items measuring the variables of primary interest, namely the independent, mediator, and dependent 

variables. All items were measured on a five-point Likert scale. Following indicates how each of the 

variables was measured and operationalized.  
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Familiarity 
 

Three items derived from Beach and Mitchell (1978) was used to measure and operational this variable.   

 

Organization slack 

 

To measure this variable two items were designed. These items measured agreement on the policy of the 

firm to maintain adequate money and inventory for its unknown commitment.  

 

Environmental Dynamism 

 

As measured by Achrol and Stern (1988) I measured and operational the environmental dynamism by the 

perceived frequency of changes in (1) firms marketing practices, (2) competitors marketing practices, and 

(3) customer tastes in terms of productions, sales, and promotion.  

 

Need for Achievement 

 

Five items derived from Steers and Braunstein (1976) were used to measure and operational this variable. 

These items measured agreement on statements pertaining to manager‟s need for achievement.  

Decentralization of the decision-making process: is the extent to which different levels of management are 

involved in strategic decision-making process. By using guideline of Grinyer et al. (1986) five items were 

designed. These items measured the extent to which top, middle, and operational management were 

involved in strategic decision-making process.  

Decision process output: refers to outcome of decision-making process particularly the quality and 

satisfaction with the process.  

The decision process quality refers to how well the different stages of strategic decision–making process 

were carried out, This variable was measured by five items adapted from Schilit & Paine (1987). The 

decision process satisfaction refers to provision for implementation, contingency plan, speed of decision, 

and achieving goal. In order to measure these variables four items was designed.  

Pilot study 

To test and eliminate ambiguous or biased items and to improve the format, both for ease of understanding 

and to facilitate data analysis, a pilot study was conducted by computing Cronbach‟s reliability alpha. In 

reviewing the results of the analysis, minor changes were made and the relevant suggestions from 

respondents were incorporated into the final questionnaire. The results of the pilot study in Table.1 indicate 

that variables in the study had acceptable reliability with Cronbach‟s alpha ranging from .7086 to .8914. 

 

Table 1 Reliability Tests 

Variables Cronbach’s alpha 

X1 Decision‟s familiarity .8914 

X2 Organizational slack .8203 

X3 Environmental dynamism .7654 

X4 Need for achievement .7885 

Y Decentralization  .7504 

Z Process Quality .7086 

 

Respondent Profile 

 
The sample of 338 individuals was classified into three different groups by managerial and functional 

levels. The classical categorization for the three levels of authority that classifies managers into strategic, 

tactical, and operative levels was modified to three managerial levels (1) top level, (2) middle level, and (3) 

operational level.  
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Within manufacturing firms top manager or strategic level of authority is represented by Chief Executive 

Officer, President, and General Manager (Miller et al., 1998). Directors, Deputy Chief Executive, Vice 

President, and Assistance General Manager usually represent middle managers or tactical levels of 

authorities, and operational managers are those who have functional responsibilities and are usually 

engaged in accomplishing strategic and tactical actions. A particular combination of managers from three 

levels of authority in this study is named top management team.  

 

The demographic characteristic of responding managers indicated that most of the managers have high 

level of education (Bachelor's degree or higher = 85%) and moderate and long working experience in the 

organization (11 years or more =53%). The average age of the managers was nearly 40 years.  

 

Similarly, as is common in many countries, managers in the sample are mostly male (81. %) with a small 

minority of the female managers (19%). The table also indicates that the highest number of managers is at 

the operational level (53.3%) followed by middle level managers (24.4%) and top-level managers (16.2%). 

This is not surprising because the number of operational managers in any kind of organization is usually 

more than the number of middle and top managers. This is also true for composition of the top management 

team. Given that the members of top management team who are nominated for making strategic decisions 

in firms typically include of one CEO and several middle and operational managers thus it is not unusual if 

the higher proportion of the questionnaires received are from the middle or operational levels of 

management. On the other hand the results of t-test between higher levels (top and middle) managers and 

lower levels (operational) managers shows no any significant differences between the groups of 

respondents.  

 

Hypothesis Testing 
 

The results of correlation analysis are tabulated in Table 2. The Table indicates that as expected decision 

familiarity is negatively and significantly correlated with the extent of decentralization in the decision-

making process (r = - .211, p - value <. 05). And organizational slack is positively and significantly 

correlated with the extent of decentralization in the decision-making process (r = .330, p - value < .01).  

 

From the results of Table 2 we can see that environmental dynamism is positively and significantly 

correlated with the extent of decentralization (r = .213, P < .05) and manager‟s need for achievement is 

negatively and significantly correlated with the extent of decentralization in the decision-making process (r 

= - .214, p – value < .05). The table also shows that, decentralization in the decision-making process are 

positively and significantly correlated with quality of the decision-making process output (r = .492**, p - 

value < .01). 

Table 2 Correlation between Variables 

 X1 X2 

 

X3 X4 Y 

 

Z 

 

X1 Decision Familiarity 1.000      

X2 Organizational Slack -.120 1.000     

X3 Dynamism -.306** .156 1.000    

X4 Need or Achievement    -.201* .204* .110 1.000   

Y  Decentralization          -.211* .330** .213* -.214* 1.000  

Z  Process Quality     .251* .299** .214* .278** .492** 1.000 

   ** P < .01    * P < .05 

 

Multiple Regression Analysis 

 
In order to understand how much of the variance of decentralization of the strategic decision process is 

explained by the set of four contextual factors and also to provide a means of assessing the relative 
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importance of the individual factors the multiple regression analysis was applied. Using Hair et al. (1998) 

recommendations in order to ensure that multiple regression models are generalizable to the population and 

not only to the sample used in estimations, split half validation was tested, where the sample was randomly 

split and regression equations estimated and their performance measures (R-square, adjusted R-square, and 

Standard Error of Estimate) compared. The results of this split sample validation indicated that, there are 

similarities in performance measures of the sub-samples and the overall sample.  

The results of probability plots of residuals indicate that the data points fall more or less along the diagonal 

line with no substantial deviation from the line. This together with relevant Histogram confirms the 

normality of the error term. The Scatter plots of standardized residuals versus the predicted values show no 

random pattern to indicate heteroscedasticity. The results of multi-collinearity test indicate that the values 

of tolerance and variance inflation factor (VIF) fall within acceptable range (tolerance 0.57 to 0.89 and VIF 

1.11 to 1.74) outliers were identified and removed using a case-wise diagnostics and partial regression plot 

approach. Based on regression analysis that is given in Table 3 the four contextual variables cumulatively 

were able to explain 35% of the observed variations in the extent of decentralization in the decision-making 

process. This is very much lower than that achieved by Papadakis et al. (1998) who obtain a 54% 

explanatory power. The F-value of 4.21 is significantly large to reject the hypothesis of no linear 

relationship between extents of decentralization in the decision-making process with the contextual 

variables. An examination of the significance of each of these contextual variables indicates that four 

variables have significant influence on extent of decentralization of the decision process. In their order of 

impact, they are: organizational slack, environmental dynamism, decision familiarity and manager need for 

achievement. 

Table 3 Multiple Regression: Contextual Factors and Decision-making Process 

Independent Variables  

(contextual Factors) 
Decision-making 

process   
(Decentralization) 

X1 Decision Familiarity -.195* 

X2 Organizational Slack .274** 

X3 Dynamism .266** 

4 Need for Achievement  .154* 

R Square .345 

F 4.213 

    ** Significant at the 0.01level   * Significant at the 0.05 level    

 

Mediating Effect of Decision Process Characteristics 

 
This article framework posits that the extent of decentralization, in the decision-making process mediate the 

relationship between the contextual factors and the quality of the decision process output. As tested by Ho 

et al. (2000) this is examined using a two stage hierarchical regression. According to Baron and Kenny 

(1986), in order to test mediation effect the following conditions should be satisfied. 

 

First, the independent variable must affect the mediating variable. 

 

The results of analysis given in Table 4 shows that, factors such as decision familiarity, organizational 

slack, dynamism, and need for achievement significantly influence the extent of decentralization in the 

decision-making process. 

 

Second, the independent variable must affect the dependent variable.   

 

The results of Tables 4 in this respect indicate that independent variables such as decision's familiarity, 

organizational slack, dynamism, and need for achievement significantly influence the decision process 

quality. 
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Third, the mediator must affect the dependent variable.  

 

We can see in Table 4 that decentralization of the decision-making process significantly influences the 

quality of the decision process output.  

In additions to these three conditions establishing mediation requires that, the effect of an independent be 

less when the mediator is included in regression equation than it is when the mediator is not included 

(Keller, 2001).   

 

Table 4 indicates that the extent of decentralization in the decision-making process is able to significantly 

change the amount of variance explained by organizational slack, environmental dynamism, and manager's 

need for achievement on quality of the decision process output. This is to say that the extent of 

decentralization of the decision-making is able to explain an additional: 24 % (∆R² = .340- .105 = .235, P < 

.05) of the variance in quality of the decision process output when functions as a mediator between 

organizational slack and decision process output, 19 % (∆R² = .483 - .392 = .191, P < .001) of the variance 

in quality of the decision process output when functions as a mediator between dynamism and decision 

process output, and 18 % (∆R² = .305 - .119 = .186, P < . 01) of the variance in quality of the decision 

process output when functions as a mediator between need for achievement and decision process output. In 

summary the table shows that when mediator is added the values of X2, X3 and X4 are reduced. This 

indicates that Y partially mediates the influence of organizational slack, dynamism and need for 

achievement on quality of the decision process output. But do not mediate the influence of decision 

familiarity on quality of the decision process output. 

 

Table 4 Results of Multiple Regression Analysis: Mediating Effect of Decentralization 

 Dependent Variables 

Independent Variables Y. Decentralization           Z. decision Process Quality        Z. decision 

Process Quality  

 Equation 1                     Equation 2                         Equation 3 

X1. Decision Familiarity  -.195* .191*** .215* 

Y. Decentralization - - .212* 

R² - .163 .560 

F - 24.326 71.169 

X2. Organizational Slack .274** .311** .110* 

Y. Decentralization - - .210* 

R² - .105 .340 

F           -  12.25 24.762 

X3. Dynamism .266** .590*** .510*** 

Y. Decentralization - - .280** 

R² - .392 .483 

F - 87.532 70.137 

X4. need for achievement -.154* -.251** .301** 

Y. Decentralization - - .204** 

R² - .119 .305 

F - 12.269 40.187 

Y. Decentralization - .325** - 

 ***Significant at the 0.001 level   ** Significant at the 0.01 level   * Significant at the0.05 level   

 

Discussion 
 

From the results of descriptive analysis and hypothesis tests several expected and unexpected results 

emerged. With regard to major demographic variables, I found that strategic decision-making process in 

large organizations seems to be more decentralization than medium sized organization. This can be 
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attributed to the fact that large organization has the necessary resources (human, expertise, financial, etc.) 

to allow for a more thorough and systematic investigation. Furthermore, in large companies managers are 

paid employee and not owners. As non-owner they act as agents and therefore, need to be accountable to 

the owners. This constraints their action and decision-making and increases the need to be more 

decentralized. 

 

Research found that most of the managers who participated in this study have high level of education 

(Bachelor degree or higher = 85%) and moderate and long working experience in their organization (11 

years or more = 53%). This indicates that the majority of managers have high potentials in their managerial 

position.  

 

Decision Familiarity  

 

As expected, research found that decision familiarity negatively is associated to the extent of 

decentralization in the decision-making process. That is to say that familiarity with the decision and 

decision context do not encourage managers to decentralize the decision. This may be due to the fact that 

the decision to decentralize a decision depends more on the manager than the decision itself. For example 

leadership or decision-making styles are known to determine whether participation and empowerments be 

practiced.  

 

Organizational Slack  

 

In literature review It could not find any empirical study relating organizational slack to decentralization in 

the decision-making process. As expected the results of analysis indicate that organizational slack is 

positively correlated to the extent of decentralization in the decision-making process; this makes sense as 

the availability of high level of organizational slack provides opportunities for CEOs to tolerate risks and 

experimentation for greater innovation. The greater confidence, and propensity to risk, in turn, can lead to 

greater decentralization in the decision-making process. This would mean that CEOs are more likely to 

delegate decision authority to more people if the level of slack is likely to be great. 

 

Environmental Dynamism  

 

Contrary to Papadakis et al. Research found positive relationship between environmental dynamism and the 

extent of decentralization in the decision-making process. I believe that the greater uncertainty, the greater 

need for information and involvement of others. This leads to more participation of lower level of 

managers. Further, greater delegation and involvement provides in an environment where the situation is 

highly dynamic and unpredictable managers tend to be more interested to receive different idea and help. 

Thus, decentralization of the decision making process may be alternative.  

 

Manager's Need for Achievement   

 

As expected, the results of my analyses indicate that manager‟s need for achievement is negatively 

associated to the extent of decentralization in the decision-making Process. This is to say that if a manager 

need for achievement is high he/she is less likely to go through the decentralization of the decision-making 

process. This is in line with Miller et al. (1988) who suggested that manager‟s need for achievement 

negatively influence the extent of decentralization in the decision-making process.  

 

Need for achievement is the desire to reach goals by assuming challenges. In others words managers are 

more likely to go through a decision process in which they assume more challenges, difficulties, and 

hardworking if their need for achievement is high. On the other hand the degree of challenges involved in a 

given decision-making process, are mostly related to the contextual factors rather than the nature of the 
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process itself. Therefore, it has been believed that manager‟s need for achievement is negatively related to 

nature of the decision-making process. 

 

Quality of the Decision Process Output 

 

Researcher is not aware of any existing empirical study of strategic decision-making that focuses on quality 

of the decision process output and investigates how well the decision process was carried out. Most of the 

studies available have studied on one aspect of final decision outcomes namely organizational effectiveness 

or performance (e.g. Fredrickson & Mitchell, 1984; Eisenhardt, 1989; Priem et al., 1995).  

 

This study found that the extent of decentralization in the decision-making process is positively associated 

with the quality of the decision-making process output. This is to say that more participation in decision-

making process or more delegation of stages of the planning process to lower level managers lead to higher 

quality of decision process output. Given that decentralization process in the strategic decision-making 

generate more ideas, more discussions, more evaluations, and more information more focus will be given to 

possible choices and better selection. Greater participation will also lead to greater discussion of ideas and 

the greater the chance of achieving better quality decision. Furthermore, greater delegation and 

participation will create greater awareness of the basis for the decision; thus providing greater chance of the 

decision to be implemented successfully.    

 

Intervening Effects 

 

Nelson (1990) in his interactional model of individual adjustment suggested that, organizational factors, 

work group factors, job characteristics, and individual‟s characteristics shape the manager‟s adjustment 

outcomes. Given that organization is an open system, managers are continuously affected by its external 

environmental factors. Thus, in addition to organizational and individual factors external environmental 

factors indirectly affect the manager‟s attitude and adjustment.  

 

Since managers are different in terms of individual variables (e.g. cognitive, affect, motivations, and skills) 

and situations vary in terms of controllable and non-controllable factors the ways in which managers adjust 

or direct themselves to approach a particular decision-making process will not be identical. 

 

Based on interactional psychology, contextual variables such as internal organizational characteristics, 

decision specific characteristics along with individual and group (top management team) characteristics are 

the major direct influence on manager‟s adjustment to choose a particular strategic decision-making 

process, while external environmental characteristics emerge an indirect effect on manager‟s choice. On the 

other hand, these contextual factors influence the quality of the decision process output indirectly through a 

decision-making process.  

 

Based on the above discussions I believe that decision process functions as a mediator between contextual 

factors and decision process quality. This is why a manager with sensing thinking (ST) style of decision-

making is more likely to choose a rational process than a manager with sensing feeling (SF) style that 

prefer a decentralized process.  

 

I found that extent of decentralization in the decision-making process mediates the impact of organizational 

slack, dynamism and need for achievement on decision process quality. This is to say that the 

organizational slack does not directly lead to a better quality decision; it does so by encouraging managers 

to use more decentralized process in their decision-making, similarly with environmental dynamism and 

manager's need for achievement.  

 

Based on this study‟s findings I may suggest that as a mediator the extent of decentralization in decision-

making process is able to significantly and positively change the explained variations in the decision 
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process quality by factors (e.g. slack, dynamism and need for achievement). This would mean that the 

quality of the decision process output is more likely to be improved if the decision process used by the 

managers is more likely to be decentralized. In fact more participation leads to more discussions and better 

selection. This is in line with studies that indicate that centralization of power increases the use of 

politicization in the decision-making process and in turn, politicization process reduces the decision 

effectiveness (Eisenhardt & Bourgeouse, 1988; Dean & Sharfman, 1996).  

 

Theoretical Implications     
 

A notable implication of this study indicates that the decision process is determined by multiple contextual 

influences rather than a single dimension. This would mean that the type of process used in making a 

strategic decision mostly depends upon decision specific characteristics, organizational characteristics, 

environmental characteristics, and top management characteristics. This provides evidence to support 

systems theory that emphasizes consideration of all subsystems in managerial decision-making. 

Since different organizations, with different managers, in different environments, and different problems 

may require different decisions, none of the strategic decision processes (decentralization) can be graded 

the best for all circumstances. This provides evidence to support contingency theory that recognizes the 

possibility of different optional decision process for different situations. 

 

Practical Implications 

 

Based on the results of this study a good quality decision is achieved through a decentralized process. Thus, 

an organization should encourage greater use of decentralized process in the decision-making. Especially if 

external environment is dynamism and organization has adequate slack. In sum, to the extent that a 

decentralized process in strategic decision-making can be encouraged, CEOs may be able to improve the 

quality of the decision process output.  

In order to see the overall contribution of this study on the whole body of the knowledge in strategic 

decision-making I may highlight the following issues as the major contribution of the study: 

Beyond the contradictory views on the relationship between decision‟s familiarity, environmental 

dynamism and manager‟s need for achievement and the extent of decentralization in the decision-making 

process in literature, this study confirms that organizational slack, environmental dynamism and manager's 

need for achievement are significantly associated with the extent of decentralization in decision-making 

process. 

Availability of the organization slack can provide confidence and encourage managers to utilize a more 

decentralized process in their decision-making process. 

The quality of decision-making process output is significantly improved if managers use a more 

decentralized process in their strategic decision-making.  

 

Limitations of the Research 
 

The data was collected based on perceived, self-judgment multi-choice questionnaire. This approach is 

adequate to gather a large amount of data within a limited time. It would have been desirable to develop a 

longitudinal study, interviewing all decision-team members and reviewing available documentation. Such 

effort would have added substantial credibility to the results, but it was entirely beyond the scope and 

possibilities of this study.  

 

Suggestions for Future Research 
 

One clear opportunity for future research is assessing the strategic decision outcomes by conducting a 

longitudinal research. Conducting a field experiment study on time-pressure as a moderating variable in 

strategic decision-making process may open up a new avenue for further research.  
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