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Abstract

A study of the impact of remote working on the organisational resources and
capabilities of Sennheiser electronic GmbH & Co. KG. as a source of Sustainable

Competitive Advantage

Lisa Kane

In this study, it was demonstrated that the practice of remote working impacts the
organisational resources and capabilities of Sennheiser electronic GmbH & Co. KG. These
impacts influence the efficient deployment of resources and capabilities across several functions
of the organisation and have shown to be a source of sustainable competitive advantage.

The research objectives of the study were designed to examine how remote working impacts a
Sennheiser employees’ ability to add value and their performance. By understanding the impact
of remote work on the ability to add value and improve performance, I developed a nascent
theory of how remote work impacts the emergence of distinctive capabilities or competencies
which are argued to be sources of sustainable competitive advantage.

The study was primarily informed by a review of the literature on remote working and the
resource-based view theories in strategy. The review of the available literature allowed the
development of a conceptual framework to inform my approach to primary research. I
developed my research strategy with an interpretivist research perspective. My qualitative data
collection method was through semi-structured interviews. I chose to hybridize my research
approach, pivoting from deductive to inductive. My approach to the primary data analysis had
an inductive element which complemented the use of the conceptual framework, largely RBV
related concepts, and allowed for more exploratory rather than descriptive findings to emerge.
The findings have shown that remote working impacted the ability of the participants to add
value through additional flexibility e.g. better use of time or choice of workplace environment.
This flexibility led to improved productivity and performance in cases where the behaviours or
characteristics thought to be required as a remote worker were present. Traits like self-drive,
discipline and entrepreneurship were recognised as characteristics congruent with good
leadership and it was found that the inherent skills and capabilities derived from remote
working have the potential to impact leadership competencies within the organisation. The
distinctive capabilities of an organisation it is argued are a source of competitive advantage, the
architecture innovation and reputation of a firm can all be sources of superior performance
(Kay, 1995). The findings show that managers of remote workers recognise the deployment of
remote resources as an efficient way to increase speed of response and closeness to the market.
Informal relational structures such as a cooperative ethic between remote workers and
management is shown to exist and there is a potential and casually ambiguous link to
sustainable competitive advantage that is imperfectly imitable (Barney, 1991).

The research suggests that remote work practice and the management of remote workers is
influencing the fabric of Sennheiser culture and management behaviours. There is evidence of
efficiencies in deployment of resources across regions and improved performance. These effects
on resources and capabilities it could be argued are casually ambiguous in their link to a
sustainable competitive advantage for Sennheiser. I have therefore concluded additional
research is needed to establish this link.
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1 Introduction

1.1 Overview

The research for this dissertation is concerned with the impact or influence the practice of
remote working has on the organisational capabilities of the company I work for
Sennheiser electronic GmbH & Co. KG. The aim of the research is to discuss how the
resulting impacts are linked to the distinctive capabilities or core competencies of the

organisation as a source of competitive advantage.

Remote working, teleworking, virtual working are words that describe the same
phenomenon, the action of working away from an office environment and remote of direct
management. This way of working has grown considerably in recent decades and many
employed, like me, work remotely. I began working for Sennheiser in 2015, in a European
sales management role. When I am not traveling around Europe to meet customers and
colleagues, I work from a small Sennheiser office in Dublin and also from my home office.

[t is my experience of this type of working that has led me to research the topic further.

Through my research of the literature, I will highlight drivers of remote working, the
impact of remote working, the resource-based view theory and sources of competitive
advantage. Finally, I will discuss if Sennheiser can derive a sustainable competitive

advantage from the impact of remote work practices.

In this chapter I will outline the justification for the research and my research objectives,

finally I will set out the structure of the study.

1.1 Research Purpose

The purpose of my research is to study how remote work impacts the internal resources
and capabilities that lead to competitive advantage within the Sennheiser organisation.
The Sennheiser organisation has undergone an organisational development in recent
years resulting in a prevalent use of remote work practices to support the new structure
known as ‘Connected Company’. Applying the resource-based view theory, I will critically
examine how remote working impacts the internal resources and capabilities of the

company.

1.2  Significance of the Study



The significance of the study is the potential to identify contributors to Sennheiser’s
competitive advantage. By researching how remote work practices impact the internal
resources and capabilities of Sennheiser, my objective is to expose potential sources of

sustainable competitive advantage within the organisation.

Sennheiser operates in the professional audio and consumer audio industry. It is one of
the leaders in manufacturing of headphones, microphones and wireless transmission
technology. Sennheiser has twenty-one sales subsidiaries and trading partners in more
than fifty countries; its core business is the manufacture and the sales and service of its
product portfolio. Part of Sennheiser’s corporate strategy is; “to develop and expand
leading positions in its business areas that also strengthen its core business.” (Sennheiser,
2017). To achieve this, the company believes it must consistently focus on its customers
and therefore concentrate on providing a “high-quality” and “efficient” product portfolio.
One of Sennheiser’s core competencies is its wireless transmission technology, which is
developed and sold to market via its two business units or division’s, the Professional
Division and Consumer Division (Sennheiser, 2018). Sennheiser undertook a considerable
organisational restructure in 2015. The result of which led to a number of employees
working remotely. The organizational re-structure the fore mentioned Connected
Company and resulted in the company decentralising product development and marketing
responsibilities which until that point were driven largely by management at the decision
centre and Head Quarters in Germany. Business Segments were created to focus on
product development and end-user marketing, global sales and trade marketing channels
created from which the product could be sold via B2B sales and marketing activities. This
was a fundamental change in how Sennheiser had done business. Previously research and
development and end-user marketing were driven by these functions located at the Head
Quarters in Germany. The sales and marketing, operations, finance and human resources
functions were the responsibility of the local subsidiary e.g. Sennheiser U.K. Sennheiser
France. This inevitably resulted in a localised strategic approach. Connected Company was
created to ensure that the organisation would “enhance focus on customer and end-user
needs”. Key drivers of this change was to introduce a “global approach to channels
(customer focus) and business segments (end-user focus) - vs. today’s territorial
approach”(Sennheiser, 2014). This new organisational structure was further realigned in
2017 with the creation of two separate divisions, the Professional Audio division and the
Consumer Audio division containing the segments and channels responsible for products
developed and sold to the consumer audio or professional audio markets. Each division
has full profit and loss accountability. In parallel to these organizational changes

Sennheiser developed their Corporate Culture and created seven culture principals by

2



which the organization can measure how it functions and works together. These principals
provide a benchmark and guidelines for all employees on how to approach their work
within Sennheiser. This organizational structure and culture provide the backdrop and

context from which I will examine remote work practices within the organization.

It’s all about focus on end-user needs: all-together!

Listen

Focus on
Deliver End-User

Needs

Implement

7] SENNHEISER
4 | 1072018

Figure 1: It’s all about focus on the end-user needs: all together!
Source: (Sennheiser, 2014)

I will handle the various definitions of remote working in a later chapter, for now it is
understood as the practice of a company employee performing their job at any remote
location, without the need to be located at a desk in a company office. It also includes being
physically remote of direct management and colleagues and/or team members. The
practice is dependent on access to relevant technology i.e. laptop, smart device and
communications software. Characteristics of a remote worker include; autonomy and self-

motivation (McLennan and McLennan, 2007, pp. 42-55).

The practice of remote working has increased over the last decade in the EU and USA
according sources such as the EU Statistical Agency and US Bureau of Labour Statistics.
More companies are offering remote or flexible work options. In March of 2019 Amazon

announced plans to hire 3,000 remote customer service jobs over twelve months (Hess,
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2019). In the US, for example, it was reported by the US Bureau of Labour Statistics that
24% of American employees did "some or all" of their work from home during days
worked in 2015. This is up from a 19% share of workers in 2003. It was also reported that
workers in managerial and professional positions were more likely do some or all of their
work from home (Bureau of Labor Statistics, 2016). In the EU the working from home

trend is also increasing. According to Eurostat:

“The percentage of employed persons in the EU who sometimes work from home has
increased steadily over the years, from 7.7% in 2008 to 9.6% in 2017, although the figure
in 2017 was down slightly from 2016 (9.8%).” (Eurostat, 2018).

Employed persons aged 15-64 usually working from home in the EU, 2017
(% of total employment)
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Figure 2:
Employed persons aged 15-64 usually working from home in the EU, 2017

Source: (Eurostat, 2018)

Developments in technology over the past 20 years has increased the ease by which
employees can work remotely. At the Microsoft Ignite Conference 2018, an annual
conference for IT professionals and developers, over sixty conference sessions were
dedicated to its Microsoft Teams software. MS Teams is a tool designed to enhance the

virtual working environment (Lardinois, 2018).



Despite the increase across the US and EU in flexible work, or work from home
arrangements, not all Corporations are following the trend. For example, Yahoo CEO
Marissa Meyer banned working from home when she became CEO in 2013. Citing, people
are “collaborative and innovative when they're together” (Carlson, 2013). IBM, one of the
first organizations to embrace teleworking in the 1970s went on to boast that nearly 40%
of its 386,000 employees "have no office at all" decided to reduce its number of employees

working from home (Useem, 2017).

There are mounting arguments suggesting remote work practice as a potential source of
competitive advantage and research indicates that productivity and job satisfaction are
higher when remote workers are compared with non-remote workers or traditional
‘office-based’” workers (McLennan and McLennan, 2007; Davidson, 2013; Bloom et al,

2015).

The significance of this study is in how the impact of remote work on organisational
capabilities can be a potential source of competitive advantage. By researching this in the
context of the organisation I work remotely for, I will provide recommendations for

practice of further research.

1.3 Research Objectives

The research objectives set out will underpin my overall research aim; to study the impact
of remote work on the organisational capabilities influencing competitive advantage

within the Sennheiser organisation.
1.3.1 Objective One

How does remote working influence the ability of a Sennheiser employee to add value?

1.3.2 Objective Two

How does remote working impact Sennheiser’s organisational resources and capabilities?
1.3.3 Objective Three
How does remote working impact Sennheiser’s employee performance?

1.3.4 Objective Four

How does remote work impact Sennheiser’s ability to deliver a sustainable competitive

advantage?



1.4  Structure of the Study

1.4.1 Chapter 1 Infroduction

This chapter will introduce the reader to an overview of the research topic and how the
phenomena of remote working has developed in recent decades. It will also outline the
organizational context of this study, using Sennheiser electronic GmbH & Co. KG as the
case from which I will base my research. I will also outline the purpose of my research and

research objectives.

1.4.2 Chapter 2 Literature Review

This chapter will provide a critical review of the literature to date and intends to give the
reader an insight into how remote working is defined, the drivers and effects of remote
working, on both the organisation and employee and remote working trends. This chapter
also seeks to review literature pertaining to the resource-based view of strategy and
sources of competitive advantage. Finally, this chapter will outline the conceptual

framework from which I will base my research methodology.

1.4.3 Chapter 3 Methodology and Research Design

This chapter sets out the research design and how the research was carried out, including
the paradigm, methodology and methods of collecting data. It sets out the reasoning
behind selection criteria and interviewing style. Details of the participants contributing to

primary research are outlined along with issues with access and ethical issues.

1.4.4 Chapter 4 Presentation and discussion of findings

This chapter discusses and sets out the findings of the research. I assess the impact of
remote working on Sennheiser’s internal resources and emergence of distinctive

capabilities that drive sustainable competitive advantage.

1.4.5 Chapter 5 Conclusions and Recommendations

This chapter will discuss the implications of the findings and contributions made. [ will
also discuss the limitations of the research and make any recommendations to further the

research or future practice. This chapter includes a final conclusion of the research.



2 Lliterature Review

The aim of this literature review is to critically assess the literature that exists as it relates
to the research objectives outlined in section 1.3. This review explores the resource-based
view of strategy and how internal distinctive capabilities can be a source of sustainable
competitive advantage. The literature review will also contain an examination of the
drivers of remote work and the impacts on both the employee and organisation. The
literature review is conducted under the following sub-headings, so as to relate directly to

the research objectives:

e Overview of Remote Working trends

e Remote Work Drivers and Impacts (on employees and the organisation)

e Areview of the Resource Based View and sources of competitive advantage
o Resources
o Capabilities (Reputation/Architecture/Innovation)
o Sustainable Competitive Advantage
o Performance

2.1 Overview of Remote Working trends

2.1.1 Definitions

Remote working, telework, distributed working, e-working, telecommuting and working
from home - these are words and phrases used to describe the same phenomenon. They
describe the actions of an employee who works from a location other than their company
office. For the purpose of this dissertation [ have adopted the terms; remote work, remote
worker, remote working to best describe this phenomenon. I have also noted the
comparative description offered by Kurland and Bailey. In their review of the literature
they compare the transition from the traditional office-base employee to the remote

working employee as:

e From face to face communication to telecommunication or ICT based

communications.

e From on-site working to off-site or multiple site working.



e When working in team situations, from side-by-side collaboration to virtual

teamwork(Bailey and Kurland, 2002).
These commonalities help to characterize the transition from office based to remote work.

The European Foundation for the Improvement of Living and Working Conditions
(Eurofound), commissioned a report in 2010 which studied ‘Telework in the European
Union’. This report references the European Framework Agreement on Telework of 2002

which defines Telework as:

“Telework is a form of organising and/or performing work, using information technology,
in the context of an employment contract/relationship, where work, which could also be
performed at the employer’s premises, is carried out away from those premises on a
regular basis.” (Welz and Wolf, 2010).

Other considerations defined in the literature include if the person is working part-time
or full time, self-employed, the number of hours worked in and out of an office and if over-
time is accounted for when working from home. For this study on remote working, I will
study Sennheiser employees who work full time and perform some or all of their job
remotely. Their roles will be based on ‘information working’ a term legitimised by
Microsoft and defined by KJ. McLennan as a worker that; “creates, analyses,
communicates, and/or uses digital information every day in performing their
jobs.”(McLennan and McLennan, 2007, p. 139). Virtual working and virtual team work are
also terms [ will use in this study of remote working. The term ‘Virtual’ will simply refer to
the technological space that enables one to work as effectively from a remote location as

one would from the company office (Davidson, 2013).

2.1.2 Remote working trends

The practice of working outside an office environment has been written about since the
early seventies. In 1973 a book entitled ‘The Telecommunications-Transportation trade-
off, Options for tomorrow’ by Jack Nilles was published. This is book addressed if
telecommunications and computer technologies would replace portions of commuter
traffic in the USA. Jack Nilles’ proposed a solution that posited if Corporations established
satellite offices, located outside main urban commercial and business districts, traffic
gridlock would ease the congested city streets (Nilles and Carlson, 1973). Since then
companies in the USA have been motivated to offer telecommuting options to their
workers by Government mandate, with the 1990 congressional amendment to the ‘Clean
Air Act,' targeting organizations in US states with the worst air quality to reduce the

number of employees commuting each day by 20 percent (Gray, 1997).



Fast forward thirty years and the prevalence of remote and virtual working has increased.
Rapid changes in information technology has enabled this increase; the speed and
reliability of broadband, the power of laptops and smart devices as well as improved
security of data transfer allow information workers to work from, well, anywhere!(Gray,

1997; Bailey and Kurland, 2002; McLennan and McLennan, 2007).

There has arguably been a paradigm shift in terms of how information work is carried out
today; how it’s managed and where it can be executed. Technology is a key enabler of this
shift, but in parallel society has changed its attitudes and habits with regard to how and
where we work. Worker demographics have transitioned from baby boomers to Gen X, Y &
Z forcing a transformation in the workplace. Globalization has enabled integration of
national economies opening up new markets, know-how, innovation, resources and
opportunities (McLennan and McLennan, 2007, p. 25). A telephone survey of more than
3000 manufacturing firms from 2012-2013 denotes that “the share of managers in the
United States, United Kingdom, and Germany allowed to WFH (work from home) during
normal hours is almost 50%, signalling that this is now a main-stream practice.” (Bloom et
al, 2015).

QUARTERLY JOURNAL OF ECONOMICS

United Kingdom
Germany
United States
France

Spain

Turkey
Colombia
Brazil

Mexico

Chile
Argentina
Nigeria
Nicaragua
Zambia
Tanzania
Kenya

I = | T ] T T

0 1 2 3 4 5
Share of managers allowed to work from home

Figure 3: Share of managers allowed to work from home

Source: (Bloom et al., 2015)
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However, companies like Yahoo and IBM, early adopters of work from home policies put
the brakes on work from home practices in recent years. In 2013 CEO of Yahoo Marissa
Meyer banned employee's from working from home. In 2009 almost forty percent of IBMs
386,000 global employees worked from home, however the company began to reduce
those numbers in 2017 by recalling approximately 2600 of its marketing employees to
commute to an IBM office (Wilkie, 2017). Global organisations have not whole heartedly

embraced remote/flexible work arrangements.

Research indicates however that current and future talent have a positive view of
remote/flexible work arrangements. The results of a survey of millennials (18-34-year
olds) living in the UK employed in various roles and levels from a wide variety of
corporations including Coca-Cola, Google, ITV, Microsoft, Sainsbury’s and Saatchi and
Saatchi, showed 55% of the respondents felt flexible working was very important. Figure 4
shows how the participants responded to their preference between working from home or

an office.

WAYS OF

Home Office
0% 47 23% 667% 8%
Home More home Even mixture  More office Office
than Office of both than at home

| 50

Would you prefer to work from home or
within an office environment?

0

Figure 4: Would you prefer to work from home of within an office environment

Source: (Millennial, 2015).

Of the 374 respondents of this study, work location and flexibility are important.

It could be argued that the generational gap existing between top executives of global
organisations led by baby boomers (55-73 years old) and their future employees’,

millennials (23-38 years old) and Gen Z’ers, (7-22 years old) (Dimock, 2018).
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could contribute to the divide in opinion on remote working. By 2020 millennials are
expected to take up half of the global workforce. It is purported in the study “2015
AfterCollege Career Insight Survey” that 68 percent of American undergrad and graduate
students want jobs where they can work remotely (Figure 5) (aftercollege.com, 2015;

Wilkie, 2017).

Figure 5:

Policies that cultivate a flexible, fun, and casual work environment have a positive
impact on Job Seekers’ interest in an employer.

Source: (aftercollege.com, 2015).

The World Economic Forum published its Insight Report; ‘The Future of Jobs Report 2018”
in September of that year. It references the Fourth Industrial Revolution and business
leaders across all industries will be called upon to meet the challenges of this new era,
accelerating change and innovation. The reports’ key findings of the drivers of this change
are, ubiquitous high-speed internet access, artificial intelligence, big data analytics, cloud
technology and changing employment types. The respondents to the study have signalled
their intention to engage workers in a more flexible manner, utilizing remote staffing
(World Economic Forum, 2018). The Government of Ireland also produced its own report;
“Future Jobs Ireland 2019 - Preparing Now for Tomorrow’s Economy”, in which it stated
an ambition to “foster participation in the labour force through flexible working solutions”
(Miranda, 2019, p. 120). The report acknowledged that flexible work solutions could
provide a ‘win-win’ situation for employers and employees and notes that remote working
could benefit the employer through ‘greater attraction of workers from a larger pool of

talent’ (Miranda, 2019).

11


https://www.aftercollege.com/cf/2015-annual-survey
https://www.aftercollege.com/cf/2015-annual-survey

The trends indicate that for reasons of globalisation, demographics and technology remote

working is and will continue to be a reality for both organisations and employees.

2.2 Remote Work Drivers and Impact

2.2.1 Remote Work Drivers

According to Bailey and Kurland’s review of the existing literature until 2002, the
historical concept of remote working includes both the supply (employer) forces pushing
employees out of the office and demand (employee) forces drawing them to an alternative

workplace, such as the home (Figure 6).
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Figure 1. Historical conceptualization of telework

Figure 6: Historical conceptualization of telework

Source: (Bailey and Kurland, 2002)

Supply-Side/Employer Side

Since Jack Nilles’ book positioning teleworking as a solution to traffic congestion there
have been more studies on the idea that remote working or telecommuting can provide a
sustainable and environmentally friendly alternative to traditional office space (Nilles and
Carlson, 1973). One such study was of a public/private partnership in the State of
California in 1991.

Many of the 300,000 inhabitants of the inland region of the State of California travelled to

large urban areas like Los Angeles for work. A selection of private firms, the State and the
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local transportation commission agreed to provide for the opening of ‘tele business
centre’s in the region, to a) foster economic development by providing work centre’s for
those who travelled to the main urban areas and b) to ease traffic congestion and thus
reduce air pollution within the State. The results of the study were mixed. While workers
reported an appreciation for the ability to work at these remote work centres, the centres
still suffered from low-occupancy rates. When the trial period ended very few of the

private firms chose to continue offering the centres to its workers.

In his review of this initiative, Paul Gray observed in his article about workplace
integration strategies in 1997, that one of the failures of the scheme was that it was
promoted by the supply/employer side as a way to comply with air quality regulations,
and did not promote the benefits of teleworking (remote working) to their workers.
Despite the goal to reduce commuting there was comparatively little flexibility offered to
the workers e.g. they were assigned particular days to work from the centres. In his article
Grays view is that many of the organisations saw the implementation of these work
centre’s as a regulatory requirement that they must comply with rather than using the
opportunity to promote work practices that could benefit the organisational development
of the company and its workers. On review of this initiative one conclusion drawn was
rarely are compliance activities integral to strategic business practice and that a demand
side approach was needed, starting with the organisation understanding what is needed to
“strengthen its competitive edge”(Gray, 1997). Gray argued that an integrated workplace
strategy that sets out the organisational systems or sets of formal and informal practices,
policies and idea’s guiding the organisations work practices, would seek to retain the

efficient use of resources to support a more effective way of working (Gray, 1997) .

Contrary to the regulation led telework study in California, a ‘Work from Home' study of a
randomized selection of call-centre employees of the NASDAQ listed Chinese travel agency
C-Trip was carried out from December 2010 through August 2011 and published in an
article by Bloom, Liang, Roberts and Ying in 2015. The study found that working from
home led to a 13 percent performance increase, home workers also reported improved
work satisfaction and employee attrition rate halved. The significance of this study is the
organisation eventually rolled out the practice across the whole firm after learning
through commissioning the experiment that, work from home improves performance and
attrition rates, which dropped by 50 percent. This result surprised management and
highlighted the extent to which working from home was valued by their employees

(Bloom et al, 2015).
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Ubiquitous ICT systems, and the burgeoning rollout of 5G internet connectivity means that
technologically organisations have the capabilities to make remote working a possibility.
However, the literature does not conclude that it is a driver of remote working but rather

an enabler of remote working (Bailey and Kurland, 2002).

It is argued that critical success factors for the integration of teleworking practices are:
management support, communication, and trust (Kowalski and Swanson, 2005).
Teleworking requires management support for training, for example. It is necessary to
have good communication skills and thirdly remote workers usually occupy professional
position(s) and are measured on results based performance, therefore the work is based
on “trust, self-direction, and self-control.” (Karia and Asaari, 2016). This correlates with
an earlier study were trust and control were cited as being a factor that influenced a
company’s decision in the adoption of telecommuting. This study carried out in the US
reports managers who fear loss of control are more likely to favour telework
arrangements for professional workers versus clerical workers because of the potential

for increased employee productivity (Tomaskovic-Devey and Risman, 1993).

In a case study by (Davidson, 2013) he asks why firms miss the competitive advantage of
virtual teams? He argues that dynamic capabilities and organisational agility are of
paramount importance and key sources of competitive advantage. His research found
positive associations between organizational flexibility, as a result of telework and a firm's
performance(Sanchez, 2006). Davidson conducted a study of two organisations that
introduced distributed remote team work (DRT) within their organisations. One of the
cases was highly successful in its implementation and the other was not. Both cases
consisted of ‘mixed-mode’ teams in which some of the team members were co-located and
some worked remotely. The key differences between the cases are highlighted in Figure 6.
A transformational leadership style, manager support for DRT and strategic reasoning for
DRT as a key enabler are some of the key differences highlighted in the successful
implementation case, referred to as ‘Tesla’. He concluded that organisations should
embrace virtual and distributed remote teamwork models to develop competitive
advantage within their organisations and strive to make distributed remote teams a core
competency in the manner by which Tesla adopted the practice to “unlock a new source of

competitive advantage” (Davidson, 2013).
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TABLE 1

SUMMARY OF KEY DIFFERENCES BETWEEN THE CASES

Observation Type Trad-IT Telsa
Line of business Niche market in a sub-sector of the wider ICT ICT service for a telecommunications service
market provider
Organizational change Acquisition by a larger firm and merger with Delocalization of work to an offshore office in an

several other groups to form a new division

emerging nation; major market repositioning of the
firm

DRT skills Workers master the ICT technical skills, but
their DRT soft-skills were limited

DRT was a de-facto core competency because of the
line of business and the DRT experience of workers
from the emerging nation

Worker characteristics Tight-knit workers from a leading industrialized Majority of workers from an emerging nation that
country used to TT were highly skilled in DRT

Leadership/management Highly transactional; all decisions were Transformational; employees were allowed to make

style centralized without any delegation of authority  decisions in their areas

Reason to adopt DRT Tactical; Telework was adopted to fill scarce- Strategic; DRT was a key enabler for conducting

skill positions

work across multi-regional and transnational offices

Manager support for DRT The manager was skeptical about DRT; the
manager mediated and controlled the
interactions amongst the members of different

The top executive planned work delocalization and
supported DRT strongly; managers had a very high
level of trust and proficiency in DRT; some managers

groups led workers without ever meeting them face-to-face
DRT training Limited ad-hoc technical support upon request ~ Vicarious learning, mentoring, and on-line training
and documentation were widely available
Work schedules all the workers were more or less in the same 10.5-hour time difference that inverted the periods of

time-zone (time difference < 3 hours) work and rest; seamless and needs based work hand-
off with phone calls or email

Figure 7: Summary of Key Differences between cases

Source: (Davidson, 2013)

The literature that drives the supply/employer side of remote working indicates that
support for remote working should be accompanied by transformational leadership that
supports autonomy and flexibility for its employees. Remote working within teams can
become a core competency within an organisation, thus driving competitive advantage.
Environmental factors such as reduced traffic congestion, caused by employees travelling
to and from an office, is a driver of remote working however regulatory compliance should
not provide the single motivating factor on the employer side. Remote working and
integrated workplace strategies can form part of the strategic development of an
organization. The C-trip experiment indicates that a large deployment of employees

working from home correlates positively with productivity and attrition rates.
Demand-Side/Employees Side

Demand side or employee side drivers of remote work are identified by Kurland and
Bailey in their review of the literature and encompass topics such as work-life balance,
impact on job satisfaction, motivation and quality of working life (Bailey and Kurland,

2002).

A descriptive study by Miruna Sarbu in 2015 entitled “Determinants of Work-at-Home

Arrangements for German Employees” studies individual data from 10,884 German
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employees and argues that the determinants driving flexible work arrangements or work

from home practice are consistent with other studies in that:

e The higher the level of education of employees, the higher the share of remote
workers.

e The need for social interaction with colleagues at the workplace is a factor that
negatively impacts remote working (Sarbu, 2015).

There are few studies measuring the impact on the employment relationship as a result of
remote working. The challenges of remote working are referenced in the Oxford
Handbook of personnel psychology which cites a paper by ‘Harris’ in 2003 which found
the employer had let the employee down in terms of how they managed the transition into
remote working and lack of ongoing support. This management support was found to be

key in sustaining loyalty and commitment (Cartwright and Cooper, 2012).

2.2.2 Remote Work Impact

The impact of remote working on the employee or remote worker side is inconclusive, but
research to date does point toward the lack of social interaction as a negative factor in
employee adoption of remote work. Sarbus article cites “Mokhtarian and Salomon (1997)
or Popuri and Bhat (2003) and Perez et al. (2004) as demonstrating “the need for
interaction or teamwork with colleagues at the workplace are factors that reduce
telecommuting." (Sarbu, 2015). This need for social interaction was a significant finding in
the C-Trip study in China. The firm’s management was surprised by the number of
employees that were involved in the study who opted to switch back to the office from
working from home. More than fifty percent of the volunteer group who chose to work
from home switched their preference to working from the office primarily because of

“feeling isolated and lonely at home” (Bloom et al,, 2015).

(Staples, Hulland and Higgins, 1999) link Self-Efficacy Theory to the management of
remote workers in a virtual environment. Self-efficacy is defined as "the judgment an
individual makes about his or her ability to execute a particular behaviour." The model
they developed was tested amongst 376 remotely managed employees across 18 diverse
organizations. The results indicated that "remote employees self-efficacy assessments play
a critical role in influencing their remote work effectiveness, perceived productivity, job

satisfaction and ability to cope." (Staples, Hulland and Higgins, 1999).

In Pinsonneault and Boisverts review of the literature on the impact of Telework on

organizations and individuals, increased productivity and a higher quality of work is cited
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as a positive impact of remote working. The findings of many of the studies reviewed by
the authors are due to being remote and removed from disruptions that can be distracting

in a traditional office environment (Pinsonneault and Boisvert, 2001; Davidson, 2013).

The literature indicates the drivers of remote working to date have been largely based on
environmental factors such as reduced commute, leading to reduced congestion and air
pollution but also by reduced costs as a result of less occupied office space. Factors driving
employees are predominantly work life balance in nature. However, there are studies that
show how the impact of working remotely or in virtual teams can increase productivity
and worker job satisfaction. Management support of remote workers and
transformational leadership style is key to delivering successful performances. The studies
also show how the impact can be positive for an organisation, with increased productivity
but a lack of social interaction may negatively impact employee motivation and job

satisfaction.

2.3 Areview of RBV and sources of competitive advantage

The resource-based view (RBV) argues that competitive advantage can be sourced from
resources that an organization can access and exploit and not in the ability to manage the
external environment, as theorised by Michael Porter in his ‘Five Forces’ framework.
Porter theorises that the industry and environment are determining factors in a
company’s performance (Porter, 2004). The resource-based view assumes that resources
are heterogeneously distributed across firms and that it can be difficult to imitate or
substitute these resources. Because of the resource heterogeneity, some firms can have
more resources which create value and lead to competitive advantage. These resources,

are strategic resources (Barney, 1991; Collis and Montgomery, 2008).

The resource-based view asserts resources are tangible and intangible and when working
together can create organizational capabilities that lead to competitive advantage.
Tangible resources include financial and physical assets like property-based resources,
intangible resources can be more difficult to assess but can include organisational culture,
routines and processes, reputation and human resources (Clegg et al, 2011).
Organizational capabilities are skills and competencies which a firm combines to
transform tangible and intangible resources into outputs, thereby creating value and

meeting customer needs (Barney, 1991; Kay, 1995; Grant, 1998; Liang, 2013).

In his study of virtual teams as a source competitive advantage Philippe Davidson uses the

Resource Based View as his approach because, he argues, an internal analysis approach
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“maintains control over the process, over the outcome, and ultimately over the
development of a competitive advantage squarely within the organisation.” (Davidson,

2013).

I will use the resource-based internal analysis approach to analyse the impact of remote

working on the resources and capabilities of the Sennheiser organisation.

2.3.1 Resources

Resources of a firm are said to be understood as inputs into the production of a good or
service. Barney concluded that resources are distributed unevenly across firms and it is
difficult to transfer productive resources from firm to firm. The V.R.LN. framework was
developed by Barney as a method of identifying Valuable, Rare, Imitable and the Non-
substitutability of a resource. He argues that only resources with these characteristics can
be a source of competitive advantage (Barney, 1991). Identifying resources and looking
for ways to economise or employ their use more efficiently can lead to the creation of
additional value for the firm. Barney argues: “firms that do not look inwardly to exploit
resources they already control in choosing strategies can only expect to obtain normal

returns from their strategizing efforts”(Barney 1986 as cited in (Clegg et al., 2011).

While tangible resources can be relatively easy to identify such as property or financial
assets, intangible resources can be more difficult to identify and analyse. The resource
based view asserts that by internally analysing the combination of valuable tangible and
intangible resources, the capability of the organization to exploit those resources can
position a firm for success and advantage over its competitors (Collis and Montgomery,
2008; Clegg et al,, 2011). Human resources are noted by Grant as the “productive services
that human beings offer to a firm in terms of their skills, knowledge, reasoning and
decision-making abilities”(Grant, 2009). Skills, knowledge, reasoning and decision-making
capabilities contribute to the enhancement of value creating strategies - these valuable
intangible resources when presented within a certain organisational context are rare,
imitable not easily substitutable (Collis and Montgomery, 2008; Grant, 2009). It is also
argued that distinctive human resources shape the core competencies that decide the
basis on which a firm competes and the management practices, such as employee
selection, training programs and work organization can help to build distinct

competencies (Cappelli and Crocker-Hefter, 1996).

[ will analyse the resources and capabilities of the Sennheiser organisation through my
primary research, to fulfil the objective; How remote working impacts Sennheiser’s

organisational resources and capabilities?
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2.3.2 Organizational Capabilities

“An organisational capability refers to a firm'’s capacity to undertake particular productive
activity. “ (Grant, 2009), or “an organizational ability to perform coordinated task, utilizing
organizational resources, for the purpose of achieving a particular end result” (Helfat,
2003).

The capabilities of an organisation it is argued can be best thought of as the complex
combination of intangible and tangible assets and their interactions which can also be
referred to as organisational routines. A firm can generate ‘Organization Rents’ which are
the economic profits that can be captured by an organization through its use of resources
and capabilities (Amit and Schoemaker, 1993; Sanchez, 2006). There is much research
available about how internal resources and capabilities of an organization can be a source
of competitive advantage. This section will review how specifically ‘distinctive capabilities’
and ‘core competencies’ of an organization lead to value creating strategies, competitive

advantage and superior performance.

The terms distinctive capability and core competencies are viewed as interchangeable
terms describing the internal and fundamental attributes/characteristics that are distinct
to the organisation and drive competitive advantage. The term core competency was

captured by Prahalad and Hamel as capabilities that can:

e “Make a disproportionate contribution to ultimate customer value, or to the

efficiency with which that value is delivered”, and
e “Provide a basis for entering new markets”
(Prahalad and Hamel, 1990; Grant, 2009).

This focus on a firm’s capabilities is also studied by (Teece, Pisano and Shuen, 1997) in
their study of a firm’s dynamic capabilities and strategic management. They emphasize an
approach which develops management capabilities and ‘difficult to imitate’ organisational,
functional and technological skills. They describe a difficult to replicate or difficult to
imitate competence as a ‘distinctive competence’. In order to pursue a resource-based
approach a firm must focus on their internal distinctive capabilities and competencies to
be the driving force and source of its competitive advantage (Kay, 1995; Teece, Pisano and

Shuen, 1997).

John Kay agrees with Barneys analysis of markets where he purports that in an efficient
market the opportunities available to one firm are available to all firms in that industry,

but not all will generate a profit from the same opportunity.
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In his book ‘Foundations of Corporate Success’, John Kay remarks:

“Value is added by developing a set of relationships which others are unable to make. A
firm can achieve added value only on the basis of some distinctive capability - some
feature of its relationships which other firms lack, and cannot readily reproduce” (Kay,
1995, p. 64).

Kay further argues that these distinctive capabilities can be sourced within the
organisation’s, architecture, reputation and their innovation capabilities. The architecture
of an organisation rests in a network of ‘relational contracts’ that are established between
the firm and its employees, suppliers and customers, or among a group of firms engaged in

the same activities. The value of architecture, Kay argues, is in:

“the capacity of organizations which establish it to create organisational knowledge and
routines, to respond flexibly to changing circumstances, and to achieve easy and open

exchanges of information”(Kay, 1995, p. 66).

A system of relational contracts substitute what are largely unwritten rules underpinning
the expectation of long-term relationships within the firm and its members. Kay further
posits that it is in everyone’s collective interest that an organisation has a strong but
informal architecture allowing for sharing of information and for flexibility of response.
This co-operative ethic can be a benefit to the firm but only in the context of re-iteration
and reciprocation. Importantly, Kay notes: “If the structure of relationships which
underpins corporate architecture could be formalised, it could also be imitated and would

at that point cease to be a source of competitive advantage” (Kay, 1995, p. 77).
Three types of architecture:

e Internal: Between the firm and its employees and among employees

e External: Between the firm and its suppliers or customers

e Networks: Between a group of collaborating firms
The architecture of an organisation is said to add value:

e Through the creation of organizational knowledge

e Through the establishment of a co-operative ethic

e By the implementation of organizational routines

(Kay, 1995, p. 68).
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A good reputation can signal superior quality of a company’s product or service. It
signifies the characteristics and qualities that a customer can come to expect from a
product that they could otherwise easily monitor themselves. John Kay argues there are
many ways to, build, spread and maintain a reputation in a continuing market. Reputation
can also be derived from an existing source of competitive advantage; such as innovation
(Kay, 1995). In the case of Sennheiser, they innovated the world’s first ‘open’ headphone
(HD 414), the term open describe