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Abstract

This inductive study explores the process, through which legitimacy is established for financial resource acquisition, by an-
alyzing the accounts of 15 entrepreneurs on their storytelling and fundraising strategies. The findings show that consistent
personal storytelling, venture story adaptation, and strategic behavior increase a venture’s chances of receiving financial in-
vestments. Taking an entrepreneur-centric perspective in analyzing the practical implementation of cultural entrepreneurship
theory, the findings have strong theoretical implications. They suggest extending the model of cultural entrepreneurship to in-
clude entrepreneurs’ behavior throughout the resource acquisition process. They further contradict the theory that a venture’s
legitimacy only depends on its existing resources, suggesting that it is also based on the venture’s founder’s storytelling skills
and behavior. As for practical implications, the findings show that investment decisions are not purely fact-based but influ-
enced by investors’ emotional involvement and the hype around the venture among investors, which are both a consequence
of skillful storytelling and strategic behavior. The study illustrates several effective storytelling and fundraising strategies,

providing practical examples for each.

Keywords: Venture legitimacy; Fundraising; Fundraising strategy; Storytelling; Cultural entrepreneurship.

1. Introduction

Storytelling and resource acquisition are two very promi-
nent topics in entrepreneurship literature (Martens, Jen-
nings, & Jennings, 2007). Being skilled in the former is
today indisputably considered a precondition for mastering
the latter. A key concept explaining the interrelation of story-
telling and resource acquisition is cultural entrepreneurship,
which refers to “the processes by which actors draw upon cul-
tural resources (e.g., discourse, language, categories, logics,
and other symbolic elements) to advance entrepreneurship
or to facilitate organizational or institutional innovation”
(Lounsbury & Glynn, 2019, p. 3). The concept of cultural
entrepreneurship draws together theories on the effect of
legitimacy, narrative, and identity in the resource acquisition
process and can be used as a framework for further research
within the field.

The relevant findings on the connection between re-
source acquisition and entrepreneurial storytelling can be
summarized in a simple chain of reasoning: 1) The acqui-
sition of external resources helps ventures to emerge, sur-
vive and become sustainable (Fisher, Kuratko, Bloodgood,
& Hornsby, 2017; Lounsbury & Glynn, 2001); 2) A ven-
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ture must be perceived as legitimate to attract resources
(Aldrich & Fiol, 1994; Lounsbury, Gehman, & Glynn, 2019;
Lounsbury & Glynn, 2001; Zimmerman & Zeitz, 2002); 3)
The entrepreneur can establish perceived legitimacy for a
venture with the help of audience- and context-adapted sto-
rytelling, also known as cultural entrepreneurship (Fisher et
al., 2017; Lounsbury et al., 2019; Lounsbury & Glynn, 2001;
Wry, Lounsbury, & Glynn, 2011).

How a story is told and perceived depends on the narra-
tives of the entrepreneur and the audience, which act as in-
dividual frameworks for reasoning and understanding (Bar-
tel & Garud, 2009; Garud & Giuliani, 2013; Martens et al.,
2007). The information asymmetry, perceived risk, and un-
certainty that is caused by differing narratives can be over-
come by skillful storytelling, which conveys a comprehensi-
ble venture identity and establishes legitimacy in a process of
meaning making (Garud, Schildt, & Lant, 2014; Manning &
Bejarano, 2017; Martens et al., 2007). Throughout the pro-
cess of storytelling, not only the venture identity becomes ap-
parent, but also the identity of the entrepreneur is revealed.
Being created and developed from the vantage point of the
entrepreneur, the identities of the venture and entrepreneur
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have shown to be closely connected and can often be de-
scribed by the same attributes (Grimes, 2017; Lounsbury &
Glynn, 2001).

Telling a story, which conveys a comprehensible venture
identity and bridges narrative-based information asymme-
tries to establish distinctive legitimacy is a difficult, yet cen-
tral task to master for entrepreneurs (Werven, Bouwmeester,
& Cornelissen, 2015). In the existing literature on cultural
entrepreneurship, legitimacy is predominantly presented as
an outcome of storytelling, but the strategies through which
the perception of legitimacy can be influenced remain mostly
unexplored. Researchers who contributed to exploring this
topic have mostly taken a linguistic perspective. By analyz-
ing the wording of successful fundraising pitches, they dis-
covered that rhetoric can be strategically used to establish le-
gitimacy (Ruebottom, 2013) by integrating arguments (Wer-
ven et al., 2015) or analogies (Cornelissen & Clarke, 2010),
which contextualize a venture within a familiar discourse
(Navis & Glynn, 2011) or market category (King and Whet-
ten, 2008).

In line with Steyaert (2007), I argue that the existing lit-
erature pulls the attention away from the entrepreneur, al-
though he is at the center of the audience’s attention. Ad-
dressing this gap, I analyze the accounts of entrepreneurs
on their fundraising strategies instead of their fundraising
pitches, thereby focusing on the entrepreneur’s role in sto-
rytelling and resource acquisition. Moving away from the
linguistic perspective, I seek to take a more structural per-
spective by identifying those parts of the fundraising process,
in which legitimacy can be established by the entrepreneur.
Overall, this study is one of the first to provide qualitative,
entrepreneur-centric insights into the practical implementa-
tion of cultural entrepreneurship and the process of estab-
lishing legitimacy.

With this study, I set out to answer the following research
question: How do entrepreneurs approach the fundraising pro-
cess through personal, adapted storytelling and strategic behav-
ior to legitimize themselves and their ventures? To do so, I
conducted semi-structured interviews with 15 German en-
trepreneurs, who have successfully gone through the process
of financial resource acquisition at least once and can offer
very recent insights on the topic. The collected qualitative
data was then thoroughly analyzed and propositions and a
process model developed from the findings. Besides its the-
oretical contributions, this study intends to provide practi-
cal implications for entrepreneurs, who are looking for ad-
vice for their own fundraising process. This study focuses
on the acquisition of financial resources from private or in-
stitutional investors (referred to as ‘fundraising’), as this is
something especially first-time founders of early-stage ven-
tures often struggle with.

The results of this study show that entrepreneurs use
three core strategies to establish legitimacy: consistent per-
sonal storytelling, venture story adaptation, and strategic
behavior. The personal story makes meaning of the en-
trepreneur’s background and commitment to the venture,
establishing distinctive legitimacy and involving the investor
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emotionally. The personal story remains consistent over
time, while the venture story is adapted according to the
audience’s interests, expectations, and agenda. It changes
over time, based on the venture stage or pivots, and legit-
imizes the venture’s vision and valuation. Strategic behavior
concerns the mindset the entrepreneur adopts during the
fundraising process and how he approaches investor out-
reach and information sharing. Overall, this study demon-
strates that investment decisions are not purely rational or
fact-based. Instead, they are affected by investors’ emotional
involvement and the hype that is created around a venture
in the investor community. Both of these factors are based
on entrepreneurs’ strategic storytelling and behavior and can
significantly increase the chances for the successful acquisi-
tion of financial resources.

The results of this study advance the literature on cul-
tural entrepreneurship in the following ways. Observing the
practical implementation of the process model of cultural en-
trepreneurship by Lounsbury and Glynn (2019), they first
confirm the effect of storytelling to establish legitimacy by
bridging information symmetries between entrepreneurs and
investors. Second, they offer a temporal perspective on the
development of fundraising stories, differentiating between
the entrepreneur’s personal story and venture story. Third,
they propose the extension of the process model of cultural
entrepreneurship to include behavior. Although Martens et
al. (2007) and Lounsbury and Glynn (2019) acknowledge
that entrepreneurial behavior can have a significant impact
on the investor’s judgment about a venture’s potential, “we
know little about what specific entrepreneurs’ behavior in-
creases the propensity for this type of resource acquisition”
(Pollack, Rutherford, & Nagy, 2012). This study confirms
this notion, illustrating examples of strategic behavior before,
during, and after the fundraising pitch, which can fundamen-
tally affect perceived venture legitimacy. Fourth, this study
challenges the idea that legitimacy is merely based on the
venture’s existing resources (e.g., Lounsbury & Glynn, 2001,
2019). Demonstrating the dependency of perceived legiti-
macy on the entrepreneur’s storytelling skills and fundrais-
ing strategy, this study promotes an entrepreneur-centric per-
spective in cultural entrepreneurship theory.

The remainder of this paper is structured as follows: the
next chapters provide an overview of the discourse on re-
source acquisition in the context of cultural entrepreneurship
literature and the methods applied to answer the research
question. Then, the final results are presented, including de-
rived propositions and the process model. Finally, the empir-
ical and practical implications are discussed, and conclusions
are drawn.

2. Theoretical background

2.1. Cultural entrepreneurship perspective

A key concept, which was developed to explore en-
trepreneurial storytelling and its effect on resource acqui-
sition is cultural entrepreneurship. Because it provides
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explanations for connections between several other inde-
pendent organizational and social theories, it provides a
useful framework to review the relevant literature and the
theoretical context for this thesis. Cultural entrepreneur-
ship is defined as the “process of storytelling that mediates
between extant stocks of entrepreneurial resources and sub-
sequent capital acquisition and wealth creation” (Lounsbury
& Glynn, 2001, p. 545). This concept was developed over
the last four decades and builds on the idea that all kinds of
entrepreneurial efforts are embedded in cultural processes
(Lounsbury & Glynn, 2019).

To provide an overview of the sequence of events cov-
ered by the concept, Lounsbury and Glynn (2019) developed
a “process model of cultural entrepreneurship” (Figure 1). It
visualizes the key idea that “stories that are told by or about
entrepreneurs define a new venture in ways that can lead
to favorable interpretations of the wealth-creating possibil-
ities of the venture; this enables resource flows to the new
enterprise” (Lounsbury & Glynn, 2001, p. 546). The model
can be applied to both, the individual and collective act of
entrepreneurial storytelling (Lounsbury & Glynn, 2019) and
specifically highlights the interplay between resources, sto-
ries (narratives), legitimacy, and identity, which are com-
plex and well-researched concepts themselves. In essence,
storytelling is a tool to communicate a venture’s resources
and distinctive organizational identity to establish legitimacy,
which is the precondition to acquiring resources (Lounsbury
& Glynn, 2001, 2019). How a story is perceived and reacted
to is determined by cultural mechanisms.

While Lounsbury & Glynn have been primarily driving
cultural entrepreneurship theory, other authors have signif-
icantly contributed to its development. In the following,
the key definitions of and connections between the concepts
of legitimacy, narratives, identity, and culture are reviewed
more thoroughly.

2.2. Establishing legitimacy for resource acquisition

Legitimacy is a critical factor for the emergence, growth,
and success of a venture (Aldrich & Fiol, 1994; Lounsbury
et al., 2019; Lounsbury & Glynn, 2001; Zimmerman & Zeitz,
2002) and a central element in cultural entrepreneurship the-
ory. As legitimacy builds up over time, the lack thereof is a
challenge faced by all innovating entrepreneurs (Aldrich &
Fiol, 1994). Especially the acquisition of resources, including
the raising of capital, is constrained by the lack of legitimacy
(Aldrich & Fiol, 1994; Garud et al., 2014; Lounsbury et al.,
2019; Zimmerman & Zeitz, 2002). Being a precondition to
accessing those other resources, legitimacy can be considered
a resource itself, which is just as important for new ventures
as capital (Zimmerman & Zeitz, 2002, p. 414).

Legitimacy is the “social judgment of acceptance, appro-
priateness, and desirability” as defined by Zimmerman and
Zeitz (2002, p. 414), who interpret the lack of legitimacy
as a form of “liability of newness”. Aldrich and Fiol (1994)
further distinguish between cognitive legitimacy, measured
as the “spread of knowledge about a new venture” and so-
ciopolitical legitimacy, measured as the “public acceptance
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of an industry [...] or the public prestige of its leaders” (p.
648). Judging legitimacy is a highly individual and audience-
dependent process (Fisher et al., 2017).

So how can ventures overcome this lack of familiarity and
credibility, when they need to acquire new resources? Ac-
cording to the relevant literature, ventures gain legitimacy
by building trust through reliability and reputation (Aldrich
& Fiol, 1994) and by conforming to rules, regulations, and
expectations (Zimmerman & Zeitz, 2002). Further strategies
include the location of the venture in a conducive environ-
ment and manipulation through lobbying, advertising, etc.
to change existing ideas and creating a new social context
(Zimmerman & Zeitz, 2002). However, the effect of all of
those measures is likely to show in the long term.

To establish legitimacy and acquire resources in the short
term, entrepreneurs rely on employing the right symbolic lan-
guage and behavior when presenting their ideas to potential
investors, to increase their confidence in the entrepreneur’s
credibility and professional skills (Aldrich & Fiol, 1994; Zott
& Huy, 2007). As the judgment of the venture’s legitimacy
depends on the investor, who further helps to legitimize the
venture, when committing to support it, the quality of stake-
holder relationship can be decisive in this process (Lounsbury
et al., 2019; Zott & Huy, 2007). Hence, relying on interper-
sonal resources and most of all on skillful storytelling is criti-
cal to the process of legitimizing and acquiring resources for
a young and unknown venture or founder (Aldrich & Fiol,
1994; Lounsbury et al., 2019; Zott & Huy, 2007).

2.3. Entrepreneurial stories and meaning making

Knowing about the importance of storytelling in the pro-
cess of resource acquisition, many questions about the effect,
content, and development of a good story remain. For this
purpose, let’s highlight the interplay of stories, narratives,
and plots.

In the existing literature, stories are often set equal with
narratives (Martens et al., 2007). However, while the same
story can be told by different people, narratives are unique
for each person, depending on their individual vantage points
(Garud & Giuliani, 2013). All entrepreneurs will “have their
own narratives, depending upon their recollection of past ex-
periences and future aspirations" (Garud & Giuliani, 2013, p.
159). As narratives entail a broad temporal perspective and
context, they provide a framework for individual reasoning
and understanding (Bartel & Garud, 2009; Garud & Giuliani,
2013; Martens et al., 2007).

As innovative ideas develop from those unique narratives,
information asymmetry is another key constraint for resource
acquisition besides uncertainty and the lack of legitimacy
(Martens et al., 2007). To make their ideas and narratives
more comprehensible, entrepreneurs can combine informa-
tion from past, present, and future in a structured plot with
a beginning, middle, and end (Bartel & Garud, 2009; Garud
& Giuliani, 2013; Lounsbury & Glynn, 2001; Martens et al.,
2007). As the way information is connected is decisive for
the actual message, the plot is considered the means through
which a story acquires meaning (Garud et al., 2014).
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Entrepreneurial Stocks
of Resource Capital

- Technological capital
- Financial capital

- Intellectual capital

- Human capital
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Mechanism of Cultural Resonance

- Social capital
Entrepreneurial Stories

More (Less) emphasis on
distinctiveness when
institutional context has
(lacks) legitimacy or
entrepreneurial invention
is competence-destroying
(-enhancing) relative to
extant industry expertise or
practices

Mechanism of Iidentity Formation

Entrepreneurial Stocks

Entrepreneurial
Legitimacy Capital
Acquisition Wealth Creation
Assessment - Resource capital - Firm performance
of new venture - Institutional capital - Economic growth
efficacy and development

of Institutional Capital

- Industry legitimacy

- Industry norms and rules

- Industry infrastructure
(e.g. labor, technology,
economic opportunity,
markets, competition)

Figure 1: A process model of cultural entrepreneurship.

Source: Lounsbury and Glynn (2019, p. 11)

Meaning making is the act of defining and explaining the
potential of an opportunity by relating disconnected pieces of
information to each other in a new way (Garud & Giuliani,
2013; Martens et al., 2007). As the entrepreneur has rela-
tive freedom to re-present the facts in a new way (Garud &
Giuliani, 2013; Martens et al., 2007), Martens et al. (2007)
argue that the way the story is plotted has a bigger impact
on the audience’s judgment than the facts presented in the
story. Therefore, the act of telling the story is a strategic mo-
ment, “where entrepreneurs can substantially influence the
way projects are communicated and perceived among key
audiences” (Manning & Bejarano, 2017, p. 211).

The content of a story should enable resource acquisition
through the construction of a comprehensible organizational
identity, invoking familiarity with the idea through contex-
tualization and raising the interest and commitment of the
audience (Martens et al., 2007). The overall goal is to de-
crease the perceived uncertainty and risk of supporting the
venture with resources (Martens et al., 2007). To do so, en-
trepreneurs must develop a coherent plot, including problem
definition and solution, venture resources (e.g., track record,
key employees, patents), potential liquidity scenarios (i.e.
exits), comparison to other growth stories, and the reason-
ing, why the venture requires sought resources at this point
in time (Bartel & Garud, 2009; Garud et al., 2014; Lounsbury
& Glynn, 2001; Manning & Bejarano, 2017; Martens et al.,
2007; Wry et al., 2011).

Amongst the many findings of potential plotting strate-
gies (which to list would go beyond the scope of this study),
there has been an interesting discourse on the strategic
trade-off between competitive differentiation (in terms of
resources, capabilities, technology, etc.) and conformity
in entrepreneurial storytelling (Lounsbury & Glynn, 2001;
Zhao, Fisher, Lounsbury, & Miller, 2017). Zhao et al. (2017)
argue that a story can position a venture as optimally dis-
tinct: “being different enough from peer firms to be com-
petitive, but similar enough to peers to be recognizable” (p.
93). According to Lounsbury and Glynn (2001), competitive
differentiation and conformity are the two main means of en-
trepreneurial storytelling, by which perceived venture legit-
imacy is judged. Therefore, “the content of entrepreneurial
stories will focus relatively less on establishing a venture’s
distinctiveness when the industry context within which the
entrepreneur is embedded lacks legitimacy” and the other
way around (Lounsbury & Glynn, 2001, p. 559).

When establishing venture legitimacy through strategic
plotting and positioning, entrepreneurs also set stakeholder
expectations regarding future attributes of the venture (“cog-
nitive expectations”) and future benefits of the stakeholders
(“pragmatic expectations”) (Garud et al., 2014, p. 1479).
When deviating from their projections, stakeholders will be
disappointed, which can lead to a loss of previously estab-
lished legitimacy, which Garud et al. (2014) call the “Paradox
of Legitimacy”.
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To avoid the loss of or to regain legitimacy, stories have to
be revised and replotted over time, according to the source of
the deviation in markets, technologies, regulation, competi-
tive landscape, or collective expectation (Garud et al., 2014;
Manning & Bejarano, 2017). Story revision can also be trig-
gered by the development of the narrative through increasing
experience and the progression of the entrepreneurial jour-
ney (Garud & Giuliani, 2013). Trying to bridge this legiti-
macy gap by “ignoring the past or providing excuses” would
not be perceived as credible (Garud et al., 2014, p. 1485). In-
stead, a new plot must be developed, which is coherent with
the old version, explaining the reasons and consequences of
development for each part of the story (Garud et al., 2014).
Entrepreneurial storytelling can overall be seen as an ongo-
ing process of revision: continuously adapting the strategic
venture positioning “to succeed in dynamic environments”
and “address the multiplicity of stakeholder expectations”
(Zhao et al., 2017, p. 93).

2.4. ‘Culture’ in cultural entrepreneurship

The narrative is closely bound to a distinct cultural con-
text, in which entrepreneurship and entrepreneurial story-
telling always take place (Gehman & Soubliere, 2017; Louns-
bury & Glynn, 2001, 2019; Scott & Lane, 2000). On the one
hand, this affects how an entrepreneur builds and tells his
story and on the other hand, it profoundly impacts the way
the story is perceived and the way that legitimacy of a ven-
ture or entrepreneur is assessed by the audience (Lounsbury
& Glynn, 2019). Entrepreneurs must therefore know the im-
portance and impact of the cultural context to increase their
chances for successful resource acquisition.

Culture can be defined as an “interpretive framework
through which individuals make sense of their own behav-
ior, as well as the behavior of collectivities in their society“
(Scott & Lane, 2000, p. 49) and “creates a connective thread
among diverse people” (Bartel & Garud, 2009, p. 108). For
an audience, culture is the basis for resource allocation de-
cisions and to “take strategic actions based upon what the
stories mean to them” (Lounsbury & Glynn, 2001, p. 545).
Lounsbury and Glynn (2001) found that new ventures are
perceived as more legitimate if the story matches “the ex-
pectations, interests, and agendas” of the investors, besides
having narrative fidelity (p. 552).

The implication that cultural proximity is favorable for
resource acquisition of new ventures relates to the concept
of homophily, which is defined as “the tendency of individu-
als to associate with others based on shared characteristics”
(Greenberg & Mollick, 2017, p. 341). Homophily has been
studied with regards to class, gender, ethnicity, etc., partly
also with regards to its impact on Venture Capital (VC) in-
vestment decisions (Greenberg & Mollick, 2017). Hegde and
Tumlinson (2014) found that VCs are more likely to invest in
ventures with founders of the same ethnicity as themselves.
One reason for this may be that the investors expect “superior
communication and coordination between coethnic VCs and
startup executives after the investment”, which may facili-
tate cooperation and monitoring after forming a partnership
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(p. 2355). More generally speaking, Greenberg and Mol-
lick (2017) found that “individuals are more likely to sup-
port those whom they perceive to be like them” (p. 346) or
those who deal with the same structural barriers as them,
because of their common social identity. From the perspec-
tive of an entrepreneur, cultural proximity may also facili-
tate investor selection through better access to information
and opportunities within the cultural network (Greenberg &
Mollick, 2017). Because the judgment process is so deeply
culturally embedded, culture can be seen as a resource in it-
self that appears in social networks, communities, or clusters
(Lounsbury et al., 2019; Lounsbury & Glynn, 2019).

Can entrepreneurs exploit the knowledge about the im-
pact of culture on judgment processes? According to Louns-
bury and Glynn (2019), entrepreneurs must understand the
cultural context of each audience and adapt their commu-
nication and behavior accordingly to enable resource ac-
quisition. For this purpose, entrepreneurs can use cultural
resources, such as language, logic, or symbolic elements
(Lounsbury & Glynn, 2001). With regards to narrative, the
challenge is to balance distinctiveness with the contextual
pressure to conform (Lounsbury et al., 2019). For this pur-
pose, Fisher et al. (2017) introduced the concept of “em-
phasis framing”. This entails the strategic adjustment of the
salient elements within their stories “to emphasize specific
legitimacy mechanisms - including identity, associative or or-
ganizational ones” that coincide with the conceptions of the
audience and “improve their chances for accessing critical
financial resources for venture survival and growth“ (Fisher
etal., 2017, p. 129).

Gehman and Soubliere (2017) describe the process of
legitimizing a new venture through storytelling as “deploy-
ing culture”. They argue that storytelling can even create
value in itself, by framing and reframing entrepreneurial as-
pirations over time, which they define as “cultural making”
(Gehman & Soubliére, 2017). According to Wry et al. (2011),
cultural entrepreneurship entails the use of audience-specific
vocabulary and rhetoric to deliberately shape attention and
perception through storytelling and establish legitimacy.
Both theories imply that the story told by entrepreneurs
for the purpose of resource acquisition changes, depending
on the cultural context, the entrepreneurial resources, and
the stage of the venture.

2.5. Identity formation in cultural entrepreneurship: influ-
ence and outcome

This literature review has so far presented the arguments
of researchers’ shared belief that audience-adapted story-
telling helps the establishment of legitimacy and thereby the
acquisition of resources by new ventures (Fisher et al., 2017,
Lounsbury & Glynn, 2001, 2019; Wry et al., 2011; Zhao et
al., 2017). The means by which stories establish legitimacy
is by constructing a comprehensive and optimally distinct
organizational identity (Garud et al., 2014; Lounsbury &
Glynn, 2019; Manning & Bejarano, 2017; Martens et al.,
2007; Zhao et al., 2017). Adopting the definition of Gioia,
Patvardhan, Hamilton, and Corley (2013), organizational
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identity is the accumulation of those features, which are cen-
tral to the character, “self-image” and distinctiveness of an
organization.

What is organizational identity based on? Lounsbury
and Glynn (2001) and Martens et al. (2007) argue that it
is at least to some degree linked to the resources that are
bound within the venture. Simultaneously, the identity is
formed by the story, which is told by an entrepreneur with
a unique narrative (Garud & Giuliani, 2013). Because they
are so devoted to the success of their ventures, it can be
argued, that venture identity is closely linked to the iden-
tity of the entrepreneurs (Grimes, 2017; Lounsbury & Glynn,
2001). Hence, not only the organizational identity is re-
vealed through storytelling, but also the personal identity of
the entrepreneur. Often, entrepreneurs would describe them-
selves with the same attributes, with which they would de-
scribe their venture (Lounsbury & Glynn, 2001). Martens et
al. (2007) even argue that storytelling helps individuals to
make sense of their own identity while shaping the percep-
tion of others. Identity can hence be seen as an influence on
and an outcome of storytelling in cultural entrepreneurship.

Research on identity in entrepreneurship can be catego-
rized in four streams: “distinctions — how entrepreneurs and
their corresponding identities are distinct from other groups,
variations — variations or varieties of identity types among en-
trepreneurs, constructions — construction, creation, and evo-
lution of entrepreneurial identities, and intersections — inter-
section of the identities of entrepreneurs and other entities”
(Mmbaga, Mathias, Williams, & Cardon, 2020, p. 2). While
research on identity intersections again underpins the strong
correlation of entrepreneurs’ and ventures’ identities, the re-
search concerning construction and variation is most rele-
vant to explain how identities emerge and diverge among
entrepreneurs.

The immense diversity among entrepreneurial identities
can to some degree be explained through the role and the
social group each entrepreneur associates himself with (Mm-
bagaetal., 2020). On the one hand, the way an entrepreneur
defines his role and responsibility shapes his decisions and ac-
tions, as well as his standing and perception within his team
(Stets & Burke, 2000). The entrepreneur’s role identity can
help predict the dynamic within and development of a ven-
ture (Mmbaga et al., 2020). On the other hand, the social
identity is determined by the social groups and entrepreneur
associated himself with (Stets & Burke, 2000). Although en-
trepreneurs are usually conceived as autonomous and inde-
pendent, their social network can greatly impact their behav-
ior and overall venture performance (de la Cruz, Verdu Jover,
& Gomez Gras, 2018; Fauchart & Gruber, 2011).

Diverse entrepreneurial identities also show in the way
that adversity during the resource acquisition process is per-
ceived and dealt with. Powell and Baker (2014) found that
“founders who defined the situation as an opportunity simul-
taneously embraced the adversity, those who defined it as
a challenge sought to counter the adversity and those who
defined the situation as a threat attempted to accommodate
the adversity” (p. 37). Similar results have been found in

P T. Rittstieg / Junior Management Science 7(5) (2022) 1193-1223

entrepreneurs’ reactions to feedback and their readiness to
advance their idea through pivoting (Grimes, 2017). Be-
cause they identify so strongly with their idea, entrepreneurs
tend to “balance demands for adaptation with the need to re-
tain a coherent sense of self and purpose” (Grimes, 2017, p.
1693). Those findings suggest that entrepreneurial identity
can sometimes act as a constraint to venture advancement
(Grimes, 2017; Powell & Baker, 2014).

Just like previously discussed for narratives, social iden-
tities can develop over time, as entrepreneurs try to build or
maintain legitimacy by adapting to their changing social con-
text (Down & Reveley, 2004; Grimes, Gehman, & Cao, 2018).
While the adaptation to a social context is externally trig-
gered, identity work can also be triggered by internal needs
(Marlow & McAdam, 2015). Entrepreneurs may for exam-
ple adapt their identities to advance their venture more ef-
fectively (Grimes et al., 2018) or to overcome stereotypes or
assumptions related to their gender (Bruni, Gherardi, & Pog-
gio, 2004).

Deliberate identity work or construction is an important
process, which helps entrepreneurs to internalize and act on
the learnings from their entrepreneurial journeys (Grimes,
2017). At the same time, a carefully constructed identity,
which is conveyed through storytelling, will considerably in-
crease the perceived potential of the venture and thereby
its chances for successful resource acquisition (Lee, Hiatt,
& Lounsbury, 2017; Martens et al., 2007; Phillips, Tracey, &
Karra, 2013). Wry et al. (2011) transfer this concept from the
individual to a group of people, e.g., a founding team. When
multiple members of this group tell a coherent story, indi-
cating an aligned purpose, narrative and collective identity,
this increases their distinction from other groups and con-
siderably increases perceived venture legitimacy (Wry et al.,
2011).

2.6. Implementing cultural entrepreneurship

The existing relevant literature to a large part presents
legitimacy as an outcome or state and barely explains the
practical strategies which can be employed by entrepreneurs
to establish or influence the assessment of legitimacy (Navis
& Glynn, 2011; Werven et al.,, 2015). Uncovering those
strategies and “understanding the fundamentals of success-
fully pitching new ventures has become an important com-
ponent of entrepreneurship research” (Pollack et al., 2012,
p- 3). In analyzing the wording of pitches, many researchers
have taken a linguistic approach to explore pitch strategies
(e.g., Cornelissen & Clarke, 2010; Navis & Glynn, 2011; Rue-
bottom, 2013; Werven et al., 2015). They discovered, that
using specific rhetoric can help to increase the perceived le-
gitimacy of entrepreneurs and their ventures and thereby en-
able resource acquisition (Ruebottom, 2013). Such rhetoric
includes arguments or analogies that help the process of
meaning making (Cornelissen & Clarke, 2010; Werven et al.,
2015) through the means of comparison or contextualiza-
tion of the venture within familiar categories or discourse
(Navis & Glynn, 2011; Werven et al., 2015). Other research
has found that signaling theory can be applied in pitches,
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which is the establishment of legitimacy through referral to
resources, roles, partnerships, etc. of the venture, which are
in turn perceived as legitimate by the audience (Higgins &
Gulati, 2006).

While the linguistic approach offers valuable insights
into storytelling strategies, Steyaert (2007) observes a po-
tential danger in focusing too much on the content of the
pitch, instead of the behavior of the entrepreneur within
the pitch: “The problem I then encounter is that the field
of entrepreneurship studies has done everything to draw
the attention away from the individual entrepreneur in or-
der to make space for understanding the complexity of the
entrepreneurial process but that the cultural reception of
the story is not focused on the storytelling but on the en-
trepreneur telling the story“ (p. 734). Some research has
since been conducted on the behavior of entrepreneurs in
the process of resource acquisition. One example is the work
by Pollack et al. (2012), which is a model showing the pos-
itive correlation between an entrepreneur’s preparedness,
perceived legitimacy, and the amount of funding received.
Likewise, most studies within this stream of research rely on
deductive quantitative data analysis or qualitative in-depth
single case studies.

3. Research method

To answer the research question: How do entrepreneurs
approach the fundraising process through personal, adapted
storytelling and strategic behavior to legitimize themselves and
their ventures? new constructs need to be created, which fo-
cus on the role and the insights of the entrepreneurs through-
out the entire fundraising process, instead of deducting find-
ings only from the content of the fundraising pitch. Hence,
this study uses an inductive, qualitative research method in
a multiple case study design, which is especially suited for
seeking answers to “how”-questions in unexplored research
areas (Eisenhardt, 1989; Gioia, Patvardhan, et al., 2013).
Grounding my theorizing in data from the in-depth analy-
sis of multiple individual cases allowed me to generate new
generalizable insights, which contribute to the discourse on
the topic of cultural entrepreneurship (Lounsbury & Glynn,
2001, 2019).

3.1. Research context

The Venture Capital (VC) market is gaining new momen-
tum. As venture-fund returns continue to exceed public mar-
ket returns, industrial and private investors enable privately-
owned ventures to raise more cash than ever before, as val-
uations are going through the roof (Figure 2, KPMG, Moore,
Smith, & Lavender, 2021). More unicorns were born in the
first half of 2021 than in all of 2020, exceeding the previ-
ous annual record of 179 from 2018 and the trend is pre-
dicted to continue (KPMG et al., 2021). The availability of
so much capital means that investors have to work harder to
get a seat at the table of high-potential ventures, giving more
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bargaining power to entrepreneurs, who seek financial re-
sources. Those new developments create an interesting con-
text to revisit and extend the existing literature in the field
of entrepreneurial resource acquisition and explore how the
dynamics of this process may have changed.

3.2. Sample selection

The cases were selected in accordance with theoretical
sampling, based on the likelihood to give useful insights
for theory development for storytelling in entrepreneurial
fundraising (Fisenhardt, 1989; Eisenhardt & Graebner, 2007;
Patton, 2014). The basic criteria for the sample selection
were a German heritage, age between 20 and 40, an edu-
cational background in business studies, and strong involve-
ment in entrepreneurial fundraising. Those criteria serve
as a common ground for better analysis and comparison of
the findings and enable the reader of this study to identify
more easily with the sample. The interviewees were then
chosen based on their exceptional skills and reputation for
storytelling or entrepreneurial fundraising or because they
could offer a unique angle on the topic, thereby contributing
to the theory development (Yin, 1994).

The initial interviewees were approached through my
personal and professional networks, who then proposed and
introduced other founders, who fit the sample criteria and
could therefore also offer valuable insights on the topic. This
form of snowball sampling gave access to a sample popu-
lation that would have otherwise been hard to identify and
access (Naderifar, Goli, & Ghaljaei, 2017).

This process resulted in a sample of 15 interviewees, who
differ in terms of their founding and fundraising experience,
industry backgrounds, geographic locations, etc. Many of
them have experience from fundraising as a founder and
now also assess other founders’ capabilities from an investor’s
standpoint themselves, which adds to their angles of reflec-
tion concerning the discussed topic. The diversity of the sam-
ple was intended to allow for data “replication, extension
of theory, contrary replication, and elimination of alterna-
tive explanations” (Eisenhardt & Graebner, 2007, p. 27).
This way insights from early-stage founders could be con-
trasted or validated with the learnings of highly experienced
founders. Overall, the sample of this multiple-case study
offers a very holistic view and rich data on different per-
sonal stories and how those come into play during the en-
trepreneurial fundraising process and therefore a strong basis
for theory building (Yin, 1994). Table 1 provides an overview
of the 15 cases.

3.3. Data collection

The primary source of data for the analysis was a semi-
structured interview with each of the 15 cases. The inter-
views were conducted remotely via videotaped Zoom calls,
due to the Corona pandemic and the different locations of the
interviewees. All interviews were conducted and manually
transcribed in German, as this was the preferred language of
all interviewees. Each interview lasted 30 to 45 minutes, re-
sulting in a total of 101 transcribed pages (Appendix 3). To
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Figure 2: Global venture financing 2013 - Q2'21.

Source: Venture Pulse, Q2’21. Global Analysis of Venture Funding, KPMG et al. (2021).

Table 1: Sample overview.

Interview Synonym Role Location Industry # of Current venture
Partner ventures stage
founded
1 Ben Founder & CEO, Angel Munich Logistics 4 Seed
2 Willi Founder & MD Munich Mobility 2 Sold post Series B
3 Max Founder & CEO Munich Nutrition 1 Series A
4 Toni Founder & CEO Berlin Mental Health 1 Seed
5 Leon Angel (Ex-Founder) Berlin Family Office 2 -
6 Hannah  Founder & CEO New York City Healthcare 1 Pre-Seed
7 Theo Founder & CEO, Angel San Francisco  FinTech 1 Seed
8 Jacob Founder & CEO Munich Procurement 1 Pre-Seed
9 Finn Founder & CEO Melbourne Nutrition 2 Sold post Series A
10 Tim Founder & CEO Berlin Recruiting 2 Series A
11 Simon CCo Berlin Nutrition - Pre-Series A
12 Julius Founder & CTO, Angel New York City Cyber Security 2 Pre-Series A
13 Michael = Founder & President, Angel London BioTech 9 IPO
14 Nick Partner (Ex-Founder) Zurich VC 1 -
15 Fred Founder & CEO New York City Fashion 1 Series A

Source: own illustration.
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gain new, truthful insights into this research field, this study
relies on the reflection and recollection of the personal past
and present experiences of each interviewee. To get open
and honest answers, all interviews were conducted individu-
ally with guaranteed anonymization and confidentiality (Hu-
ber & Power, 1985). Hence, all mentioned names in this
study are either fictional or initials. When speaking of ‘the
entrepreneur’ the gender-specific pronouns “he/him/his” are
used to ease the text flow, which are meant to include all gen-
ders.

To structure the line of thinking and questioning, an in-
terview guide with a list of 30 open-ended questions was
used (Appendix 1). Of those questions, only a flexible se-
lection was asked in each interview, based on the experi-
ence of the respective interviewee and the flow of conver-
sation. The interview guide is based on the existing litera-
ture within the research field and clustered the questions into
nine potentially relevant topics (Appendix 1). The interviews
generally covered three main topics: 1) the founder’s back-
ground and fundraising experience, 2) the perception of the
fundraising process and the attitude towards investors and
3) key learnings from their fundraising experience and devel-
opment of fundraising strategies. The interview process fol-
lowed the general recommendations for exploratory research
(Edmondson & Mcmanus, 2007). The questions were framed
carefully and the exact research question was not told un-
til after the interview process, to avoid any biased responses
(Huber & Power, 1985). At the end of each interview, the
participant was asked to bring up additional points that he
regards as important.

For the analysis, additional data points were included,
such as the cases’ LinkedIn profiles, venture websites, press
releases, and articles or books, which they mentioned as an
interesting source of information. During the interviews field
notes were taken to recognize that the level of the intervie-
wee’s “emotional involvement with a topic or unit of anal-
ysis may either increase or decrease the accuracy of the re-
sponses” (Huber & Power, 1985, p. 175).

3.4. Data analysis and coding

The collected data was analyzed following an inductive
coding strategy (Corbin & Strauss, 2014). First, all interview
transcripts were analyzed on an individual level and coded
by topics. To better understand the connection between col-
lected data from different cases, I drew figures illustrating
existing relationships and discussed my findings with spar-
ring partners from my private network. I structured the col-
lected data with the help of Condens.io, an online-based data
management tool.

By recursively going through the extracted codes from
the interviews, they were categorized based on underlying
cross-case patterns, and those patterns were then summa-
rized in the coding scheme and according quotation tables
(Eisenhardt, 1989; Eisenhardt & Graebner, 2007; Suddaby,
2006). After constantly revising the coding scheme, the first-
order codes were clustered in 10 second-order themes and
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three aggregate dimensions (Figure 3). Letting the interpre-
tation unfold bit by bit, 4 propositions were developed from
analyzed qualitative data. In a final step, the findings are
matched with existing theory, which either supports or is in
conflict with the developed propositions (Eisenhardt, 1989).

Keeping an open mind and having no preconceptions
regarding the findings, I let the data speak for themselves
throughout the entire analysis (Suddaby, 2006). This pro-
cess aims to ensure consistency of the empirical data from
all cases with each proposition and to “provide the logical
link between the constructs within a proposition” and those
between the propositions and existing theory (Eisenhardt &
Graebner, 2007, p. 29).

4. Results

Let me pre-empt a major finding of this study: all inter-
viewed entrepreneurs fully concurred that an investor’s de-
cision to invest in a venture depends predominantly on the
founding team. Their estimates on how much of the invest-
ment decision depends on the team varied from 80%-100%,
leaving very little impact to other factors, such as the busi-
ness model, market, product, etc. This finding directly sup-
ports the theory that the audience is most interested in the
storyteller, not the venture (Steyaert, 2007) and presents the
basic principle for all interpretation of further results of this
study. The main argument to understand why this is the case
was explained by Ben: “Because there are other players with
a similar business model. And in the end, you just think: who
do you trust most to build a category winner with this busi-
ness model?” Although being the key to successful fundrais-
ing, all entrepreneurs reported not to talk much about them-
selves, when pitching in front of investors. Only 5%-10% of
the time spent talking to investors revolves around the en-
trepreneur’s background, expertise, and conceptions.

But how do investors assess the qualities and the poten-
tial of an entrepreneur? Or rather which strategies are en-
trepreneurs employing to convince investors of themselves?
When diving into the analysis of the collected data to ex-
plore answers to those questions multiple patterns emerged,
which could be clustered in three themes: 1) entrepreneur-
based legitimacy levers, 2) investor-based story adaptation,
and 3) understanding and mastering the “VC game” (Figure
3). Each of those dimensions has strong implications for the
development of a fundraising strategy, which can fundamen-
tally impact how an entrepreneur’s legitimacy is perceived by
investors. The identified patterns within each of the three di-
mensions will be presented in the following, together with
a selection of strong statements, which illustrate the find-
ings. Finally, propositions and a process model are devel-
oped, summarizing and linking the learnings from all three
dimensions (Figure 4).

4.1. Entrepreneur-based legitimacy levers in the investor’s
judgment process

What do investors assess during a pitch? They “focus on

the person, on the founding team, what they’re like, and then
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combine that with validation of what they’ve done before”
(Nick). “The main questions are: are they smart, do I think
the team will stick together, is the market big and interesting?
But above all: is the founding team good enough and are they
willing to make the difficult decisions and work fast enough?”
(Theo). Although only 5%-10% of the pitch directly revolves
around the venture’s founders, they have many options to
establish legitimacy throughout the entire pitch. The three
identified levers are to convey expertise, use the concept of
anchoring, and demonstrate commitment.

4.1.1. Conveying expertise

“Expertise is very relevant. It doesn’t have to be
industry expertise, [...] but expertise in the sense
of e.g., emotional intelligence, being able to build
a team, at the same time being very convinced of
yourself and your idea AND being humble. And
that together is something that I don’t think is very
common, but that you need.” — Willi

Entrepreneurs can convey expertise either through ex-
perience or confidence. Expertise can not only be shown
during the introduction of the entrepreneur and his back-
ground but also in the way the venture pitch is prepared

and presented and the way the entrepreneur answers the in-
vestors’ questions. The data reveal differences between first-
time founders and serial entrepreneurs in the way that they
have to present themselves and their backgrounds and an-
swer questions to prove their expertise to investors. While a
certain level of expertise from experience is taken for granted
with serial entrepreneurs, first-time founders must often ar-
gue where they have acquired relevant skills, such as strate-
gic thinking and a structured approach to problem-solving
from previous consulting experience, or previous operational
experience from working in another startup.

When answering questions, the perceived expertise of en-
trepreneurs shows to correlate with confidence. When an en-
trepreneur is e.g., extremely knowledgeable in his industry,
he can respond confidently to investors’ questions about the
market potential and can give a more well-founded answer.
The other way around holds also true: if an entrepreneur
responds confidently to a question, he is perceived as more
competent within the field. To make up for a lack of knowl-
edge and still convey expertise, entrepreneurs often have to
simulate confidence: “The important thing in fundraising is
not only what story you tell, but also how you answer ques-
tions and how quickly you can answer questions, in a way
that it looks professional, without you often having any idea
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at all, but rather arguing something” (Toni).

Expertise does not have to be owned solely by one person
within the venture. Depending on what aspects could be of
interest to the investors or how responsibilities are delegated
within the team, it could make sense to involve some other
team members and their expertise in the fundraising process.
It can be beneficial to show “on top of my expertise, I also
have a few co-founders here who have already successfully
implemented and built things up” (Michael) and thereby ac-
knowledging that the entrepreneur knows his strengths and
weaknesses and recruits those people who bring valuable ex-
perience. Within certain industries, involving an expert in
fundraising pitches to explain the product may add credibil-
ity, as it is e.g., “important for a mental health product that
the psychologist says something about it” (Toni).

Another way to convey expertise lays in the way an en-
trepreneur assesses his venture as an investment target. It
shows that the entrepreneur understands the interests of the
investor and prepares the information accordingly. “VCs in-
vest in the team, but they also want to see a startup that can
be sold for a certain multiple of their investment” (Finn). If
a founder e.g., holds a minority stake of the venture before
raising institutional capital, he should not argue for it to be
an interesting VC case. To be perceived as knowledgeable,
entrepreneurs should aim to pitch an ambitious, yet realistic
growth and return potential to the investors.

This finding implies that personal fundraising stories
should be carefully prepared, highlighting how previous ex-
perience will help the entrepreneur succeed with his new
venture. Preparation at the same time helps to present the
venture as an attractive investment target and to appear
confident, increasing the perceived expertise and legitimacy
of the entrepreneur (Pollack et al., 2012). Table 2 provides
examples of statements about how expertise is demonstrated
to investors.

4.1.2. Anchoring

“Everyone has LinkedIn, everyone can look at your
CV. I don’t have to stand in front of you and recite
that. And I think that’s also the thing that we con-
sciously play off because each of us has a polished
CV with several good names on it. [... ] I think it’s
much better to undersell yourself and to be modest.
You just don’t have an edge to oversell.” - Jacob

Exploring, how expertise can be conveyed by entrepre-
neurs, I found that it is often underlined by incorporating
information on their academic or professional background.
It is safe to assume that investors have researched an en-
trepreneur’s background prior to the actual pitch event.
Hence, it does not make a good impression to recite the
entire CV but to subliminally include well-known names or
logos from partners, universities, or past employers in the
pitch can have a strong signaling effect. This form of an-
choring triggers positive associations with the entrepreneur
within the audience. This concept links back to signaling the-
ory and the study by Higgins and Gulati (2006), who found
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a positive correlation between reputable management back-
grounds and investor decisions. A background in consulting
may be associated with a tough interview process and disci-
plined work ethic, start-up experience may be associated with
a hands-on attitude, and a degree from a high-ranking uni-
versity may be associated with a beneficial network, which
may increase the venture’s potential to become successful.
However, associations can vary depending on the audience’s
cultural background and personal experiences with each
anchor point.

How much investors rely on academic or professional
anchor points to assess an entrepreneur’s potential varies
strongly. Most interviewees stated to mention their back-
ground during a pitch and to think that this information
is valuable to establish legitimacy. However, those en-
trepreneurs, who also started to engage in angel investments
said that the academic background was barely relevant to
assess a target’s potential. This discrepancy indicates a bias
of how entrepreneurs perceive the way their pitch is assessed
versus how it is actually assessed by investors. It could also
mean that entrepreneurs are differently assessed by angel
and VC investors, indicating that VCs consider more infor-
mation about an entrepreneur’s background to make more
substantiate decisions.

Besides the academic and professional background, per-
sonal references and introductions are another form of an-
choring, which is judged by the interviewed entrepreneurs
to have a much greater impact on perceived legitimacy. If a
personally valued or reputable angel investor is already part
of a venture’s capitalization table, then this will trigger a pos-
itive association with an investor. The same is the case, if a
person who is highly valued (personally or professionally)
within a network introduces or recommends the founding
team of a venture as highly skilled, then this team will au-
tomatically be perceived as more legitimate than other un-
known entrepreneurs. “It also helps when other people talk
about what a great team we are because that’s an external
signal that can be very, very, very helpful” (Theo). This find-
ing implies that the signaling effect of a personal introduction
can almost replace a formal background check and that it can
therefore be highly beneficial to get people to talk about you
in a positive way.

By referencing reputable universities, employers, part-
ners, or contacts, the entrepreneur places himself within a
context or category that the respective investor knows or has
concrete associations with, thereby directly influencing the
investor’s assessment of legitimacy (Navis & Glynn, 2011;
Werven et al., 2015). Similarly, personal introductions to in-
vestors through the entrepreneur’s network can have a strong
signaling effect. This finding supports the theory that en-
trepreneurs should rely on personal resources to establish le-
gitimacy (Aldrich & Fiol, 1994; Lounsbury et al., 2019; Zott &
Huy, 2007). Table 3 gives more examples of how interviewed
entrepreneurs engage in anchoring.
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Table 2: Conveying Expertise.

There are a few VCs who say they don’t want founders that are too big-headed. But honestly, the
more confidence you have, the more they think “Fuck, this can really happen!” and all the examples
you look at: WeWork, Gorillas, they all have completely megalomaniac founders!

Sure, so I've been dealing with this topic for six years now. So, they can ask me any question about

If this person is a serial entrepreneur, then you know, this person has hired people, fired people,
gone through growing pains, finds things easier than others. and you know okay, this person for
example wouldn’t get involved in something like this again if he or she didn’t really believe in it.
At the same time, I stressed my very strategic experience. I have always dealt with strategic issues
in consulting: how to approach a market, how to prevail against competitors, what to focus on, but
also how to strategically set up a company, functionally and processes, etc. These are all things that
make the most sense for me to oversee, because they correspond to my experience.

It helps when you have successfully founded a few times — which you can see: Valuations just go up.
If I raise a seed round for a company today, the pre-money [valuation] is 20-40 million, depending
on the topic. When I used to collect a seed valuation, the pre-money was 500,000, simply because
the investors, especially at the beginning, think that he’s already done it a few times, so at least the

I'll give you a stupid example: if a VC looks at a company and sees the founder still holds 30% and
the 70% is held by an angel who invested the first 100k, then it can’t become a VC case anymore
because the founder doesn’t have enough shares — basics, which I didn’t know 10 years ago.

But on the investors’ side, there was this tension of my shares and the focus on my person. They
were not in balance; they were out of balance. Because someone who puts himself so strongly in
the center of a company is expected [...] to be the majority shareholder, which I was not. I think
that was definitely a problem for VCs [...], because the founder doesn’t have enough shares and if

Indicator ~ Statement
Max Confidence The more self-confident you are, the higher investors will rate your competence!
Toni Confidence
Fred Experience
shoes, and I'll have a good answer, probably.
Nick Experience
Toni Experience
Michael Experience
founder’s risk is no longer so high, that the founder will somehow screw it up.
Willi Assessing
the VC
case
Finn Assessing
the VC
case
it doesn’t work, then he leaves.
Tim Preparation

We try to think about what data points would be important and to have everything ready, because
that also makes a lot of impression in the process, when he says can you give me a cohort analysis
by segments and you say yes, here it is, 15 minutes later, he just has the feeling that you have a
company blatantly under control. Exactly what he’s looking at, you're already looking at. That just
builds a lot of trust.

Source: own illustration.

4.1.3. Demonstrating commitment

“The more personal you can tell the story of why
you are the one building the startup now, the better
the story.” — Julius

An entrepreneur can be an expert in his field and have

aging, and growing their ventures. However, two aspects re-
mained constant throughout all interviews: they deeply un-
derstand the pain point that they are solving, and they invest
their personal resources to succeed.

Firstly, to be perceived as legitimate, entrepreneurs must
be able to explain, where the idea for the venture originated.

a perfectly matching background, still, this does not answer,
why he founded the venture and is striving for it to become
a success. In addition to the relatively rational assessment
criteria of expertise and background, all entrepreneurs de-
scribed an emotional component to be central to their pitch.
“So, the story about yourself has to show that you’re on a
mission, that you’re not just doing this because you want to
earn money, but that you have some kind of connection to
it, that you're highly motivated, that you're generally an am-
bitious guy” (Toni). Since I purposefully selected a diverse
sample to discover similarities and differences in the way en-
trepreneurs approach the fundraising process, they all had
different ways to express their motivation for founding, man-

Often this is the personal experience or direct observance of
the pain point by the entrepreneur. “I think it’s important to
every founder that they can somehow identify with the prod-
uct and potentially be their own customer, which correlates
quite well with the authenticity of the pitch” (Michael). One
extremely impressive example for a personal founding story
was told by Michael:

“I treated my own depression and anxiety disorder
with psilocybin, or mushrooms, and that’s how I
got into it. And my co-founders had a son who was
suicidal and suffered from obsessive-compulsive
disorder and he was treated at Harvard at the time
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Association
trigger

Statement

Max Education

& Work
experience
Nick Education

& Work
experience
Education

& Work
experience
Network
referral

Finn

Theo

Network
referral

Theo

Network
referral

Simon

So sure, you have to convince the investors that you're the [...] right person for the job. But
that mostly comes through the storyline itself and not by them asking: “What’s your resume?”
However, [...] if you've been at McKinsey for 5 years, you'll get a lot of trust and a higher
valuation when it comes to the seed round or pre-seed.

So just how does the story fit together, where you went to university, what companies you were
at, what you’re like, very much thinking, where has already gotten a cachet before? Is that kind
of credible?

There was half a slide about me in it. It was just like... What experience do I have? And then I
threw all the logos in there that were somehow connected to me.

So, when you already have a couple of stamps and signaling points, as we do, or when you get
a good intro, then they already know that the team is pretty good and don’t need to hear any
more about it. But if you get to know someone completely new, you focus on the team, because
they want to build trust in you as a person. Therefore, the better you know someone, the less
you focus on team.

We've heard very often that in investor circles people talk about what a small but high-quality
team we have, and that other people talk about what a great team we are. Of course, it also
helps when other people talk about what a great team we are, because that’s an external signal
that can be very, very, very helpful.

The second major dimension is networking, exactly. Because I would say that this is almost half
the battle in investor acquisition. If you know the right contacts, or if they refer you properly,

then you save a lot of cold contact, which is the same as when you do sales.

Source: own illustration.

and nothing worked. He then tried to kill himself
three times. They then also had him treated under-
ground, first with ketamine and then successfully
with psilocybin. We then somehow came together
and said we'll start C. together and figure out how
to develop that for patients.”

Demonstrating identification with and passion for the
cause behind a venture assures the investors that a founder
is highly committed and also ready to persevere times in
which the venture is not performing so well. Another way
to do so is by integrating anecdotes that highlight the en-
trepreneur’s willingness to invest personal resources, such as
time, energy, and money. This can include measures taken
to overcome hurdles or ones, which demonstrate that an
entrepreneur is ready to take tough decisions or go the ex-
tra mile. Examples from the interviews are shown in Table
4. Overall, demonstrating commitment through storytelling
can quickly become very personal. It is this part of the
pitch that can get investors emotionally involved and trig-
ger connection and understanding between investors and
entrepreneurs, as it did for Willi: “A very brutal, beautiful
statement was made by a US investor, who said: ‘One thing
we trust about you, is that you're either gonna win or die
trying’. And I thought that was wonderful! That really hit
home, in a positive way, it made me happy, and for them,
that was the decisive argument, because they totally see that

I run and run and run.”

Explaining the personal reasons for founding and devel-
oping the venture creates meaning for the investors (e.g.,
Garud & Giuliani, 2013; Garud et al., 2014). It gives the
investors a deeper understanding of the entrepreneur’s per-
sonality and hence the organizational identity of the venture
(e.g., Gioia, Patvardhan, et al., 2013; Lounsbury & Glynn,
2019). While multiple entrepreneurs may have the same idea
or business model, their personal story and commitment are
what sets them apart and determines which venture will be-
come most successful. In other words, while expertise and a
background with signaling effect are what legitimizes the en-
trepreneur, his personal story and commitment to the venture
are what sets him apart, establishing overall legitimate dis-
tinctiveness (e.g., Lounsbury & Glynn, 2001, 2019; Werven et
al., 2015) and may eventually trigger emotional involvement
and conviction of investors for the venture.

4.2. Investor-specific story adaptation: approaching fundrais-
ing like a sales job

After covering what entrepreneurs should be telling in-
vestors about themselves as part of their fundraising pitch,
let’s explore the findings on how entrepreneurs should pitch
to investors to establish legitimacy. “Looking at the big pic-
ture, I think that founders definitely make the main impact
when it comes to fundraising and how they build and set up
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Table 4: Demonstrating commitment.

Indicator

Statement

Julius

Julius

Nick

Michael

Theo

Max

Jacob

Willi

Ben

Experiencing
the pain
point
Experiencing
the pain
point
Experiencing
the pain
point
Experiencing
the pain
point
Overcoming
hurdles

Overcoming
hurdles
Showing
passion

Showing
passion

Skin in the

Then we came back and said, maybe we should build this, we’re not the only ones who get so
fed up! [...] That was a kind of “personal pain”, that is perhaps a very good description, that we
ourselves experienced how annoying it was. And that was also enough motivation to build it.
Why are we better than our competitors? Because we experienced this problem ourselves, we
were our customers, it was our problem, so we understand that.

I once heard pitch was about a product against erectile dysfunction and the founder then said yes,
I also have this problem. It can quickly get very personal.

I think it’s important to every founder that they can somehow identify with the product and po-
tentially be their own customer, which correlates quite well with the authenticity of the pitch.

My co-founder and I shared a bed for the first nine months when we lived in San Francisco because
the rents were incredibly high [...] That just shows that we’re really hustling and really putting
up with hurdles somehow. And I think that’s one of the things that they found coolest about the
team.

They invested, because we could show that we managed to come so far with super little money
compared to other participants in the market.

After all, we did a couple hundred interviews and built prototypes and so on. [...] I think that the
most important and often underestimated thing is just to have 100% focus on the thing and show
I'm doing this, there’s nothing on the side where I just waste time. And it will move forward with
or without you. I think that’s what underlines the seriousness.

And I wasn’t aware of that to the extent that I'm aware of it today, that what I could tell about me
and us, that’s always been what a VC basically likes to hear, I think. Namely, someone is 100%
committed. My wife and I, for example, quit our jobs together and said we were going to start a
company. As a VC, you can’t ask for more commitment than that.

I mention it probably deliberately subtle, so as not to say: Hey, look, I've also invested in the

game

company. That means I am more committed than others.

Source: own illustration.

their story. Some are good at it; some are not so good at
it. Some have an awesome product, and no one invests be-
cause they can’t tell their story and just shove their product in
everyone’s face. Versus someone who can tell a mega story
and creates excitement for everyone. And maybe he has a
crappy product, but people invest. That’s supposed to have
happened in the past (laughs). So that’s simply human psy-
chology, I would say, that’s the absolute basis of it” (Finn).
Max agreed with Finn: “Even now, you can really badmouth
our business case and our numbers so that no one would in-
vest. But you can also use [the numbers] to support your
overall story, [...] It depends 100% on HOW you tell the
story.”

Speaking to the entrepreneurs about their storytelling
tactics in fundraising, they often drew parallels to sales
strategies. Willi argued that “fundraising is above all sell-
ing — selling yourself, selling the company, selling the idea,
selling the vision, selling the team”. Similarly, Ben realized
that he changed his story over time because “in the begin-
ning it always sounded much more financially driven to me,
and it’s basically not really anything other than doing a sales

job.” Because “in the end, it’s nothing other than convincing
customers about you. You just have to be investor-centric
instead of customer-centric” (Max). When analyzing how
the entrepreneurs report to approach fundraising like a sales
pitch to convince investors, four core tactics could be iden-
tified: story tailoring, conveying security, expectation man-
agement, and story revision.

4.2.1. Story tailoring
“I would call it active selling to adjust the behav-
ior and story to the recipient. Doing anything else
would not be very appropriate, I think.” — Willi

When the interviewed entrepreneurs were asked about
their most important learnings from their fundraising expe-
rience, most of them reported that they had stopped pitch-
ing the same exact story to all investors, because they were
not successful that way. Instead, they started tailoring their
story to the interests and culture of the investors, increas-
ingly empathizing with their current situation, background,
and goals. This finding supports the theory that investors
perceive those stories as more legitimate, which match their
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individual interests, and that the vocabulary and rhetoric of
stories should therefore be tailored to the specific audience
(Lounsbury & Glynn, 2001; Wry et al., 2011).

Almost half of the entrepreneurs who were interviewed
have previously fundraised in both Europe and the US. This
allows for interesting insights into how cultural differences
required them to adapt their stories. The general notion was
that “the Europeans are just rather number-driven with their
Excel spreadsheets. And in America, especially in early-stage
investing, it’s all just story, team, and vision!” (Julius). This
also shows in a different investment mentality. While they
perceived European VCs as generally more risk-averse, “the
good US VCs don’t want to understand what can go wrong,
they want to know what happens when everything goes right.
[...] They ask themselves, what is the next 100 billion or
maybe even trillion-dollar company that can be built because
they have done it so often. And that is also the difference”
(Michael). Consequently, entrepreneurs who fundraise in the
US should adapt their story to communicate a bigger vision,
which does not have to be as rigidly underpinned by data as
it should be in Europe.

A second effect of the cultural difference is that US in-
vestors prefer more emotion-loaded stories than European
VCs, which may be a challenge for European entrepreneurs.
This is also what Hannah experienced when pitching her ven-
ture in the maternity care space in the US:

‘About my personal story: many ask me, why do
you do that, right? And I really noticed in the US,
the best thing is that you yourself almost died at
birth, so that you have the right to work in the
space, also because it is such a social issue. And I
was like, I actually just want to work in the space
somehow. And I think there is also a bit of a clash
with Europe and the US. Europeans just say some
things as they are, without making an extreme
story, right? And I thought, hey, I'd almost have
to invent something so that they’d believe me, that
I'd stick to it, right? Well, that is, the personal story
was my problem.”

However, several entrepreneurs reported that there is a
mindset shift taking place in Europe, making it more common
to invest based on emotional involvement. This would ex-
plain, why many of them made bad experiences with leaving
out a more emotional introduction, explaining the personal
connection and commitment to the cause: “Well, I had two
investor pitches, in which I jumped into the facts relatively
quickly. Both of them dropped out. I don’t know. Maybe I
didn’t perform in the call somehow, I don’t know. But at least
I didn’t do the emotional part. That’s one data point that
I have” (Simon). Referring to the concept of “The Golden
Circle” (Sinek, 2011), this finding implies that entrepreneurs
should always adapt their stories to start with “the ‘Why’ and
not start with the ‘What’, because the ‘Why’ convinces in the
end” (Simon).

As culture provides an important interpretive framework
(Scott & Lane, 2000) and basis for resource allocation deci-
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sions (Lounsbury & Glynn, 2001), these findings support the
theory that understanding the cultural context of the pitch
and adapting it accordingly can influence the perceived legit-
imacy of a venture (Lounsbury & Glynn, 2019). Changing the
communication of the venture’s vision with regards to bold-
ness, abstraction, and emotional involvement can increase
perceived cultural proximity, based on the recognition of a
similar narrative of the investor and entrepreneur (Green-
berg & Mollick, 2017) and thereby increase the chances for
resource acquisition.

Similar to tailoring the tone of a pitch to the audience’s
cultural background, it is equally important to address the
personal interest of each investor. “It’s great when founders
[...] report on an extremely successful business model and
have crazy numbers written on the slides. But I think it'’s a
big mistake to use that as an intro for such a call because
you're completely ignoring the interests of many investors”
(Simon). Those interests can be uncovered when question-
ing: “What do they want from you? What do they need in the
end so that they look good internally so that they don’t get
any trouble from their limited partners? What do you have
to deliver to them, i.e., what are the key points, so that the
investment manager can stand up in a partner meeting and
pitch [your venture] in such a way that they say ‘Whoa, we
have to invest!”” (Max). Entrepreneurs can e.g., make their
pitch more relatable and appealing by drawing parallels to
previous investments of the investor, again highlighting the
significance of analogies in fundraising rhetoric (Cornelissen
& Clarke, 2010; Werven et al., 2015).

Sometimes investors may have their own passions, which
they like to live out by helping ventures to succeed within
the field. Uncovering these and integrating them in the pitch
can not only spark conviction in the investor but also turn
out highly beneficial for the entrepreneur, as it did for Fred:
“what was also an important learning was that every investor
invests for different reasons and that you have to tailor the
pitch. So, for A.B., he invested because his personal goal was
to go a bit back to the roots because he loves Italy as a country
and loves the production in Italy, he wanted to work with a
company where he can somehow pursue his Italy production
dreams a bit further.” (Extended in Table 5.)

Adapting the fundraising story based on the background
and interest of the investor does not mean telling a com-
pletely new story each time. “The base story always stays the
same. It always depends on what you emphasize or what you
highlight” (Max). While some background research may help
to prepare for an investor meeting, a lot of the tailoring takes
place during the pitch, in conversation with the investor. It is
important to understand that to develop conviction for a ven-
ture, investors must have the feeling to understand what is
important to them about the venture. To understand the en-
tire setup, especially regarding “the team, the vision, and the
market” (Toni), entrepreneurs must make time to listen and
thoroughly respond to their questions. “Fundraising is kind
of like speed dating. You only have half an hour and if you
don’t let the investor get rid of his questions, then he doesn’t
understand [the venture] and can’t develop conviction on
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your case, and then your chances of an investment decrease
radically” (Nick). Similarly, entrepreneurs should make time
during the pitch to ask questions themselves, which is a good
way to find out about the individual investor’s interests. A
highly instructive example for listening and clever tailoring
was given by Tim:

“I used to just rigidly pitch my thing. And then I
learned that in good sales you actually start with
open questions and try to understand what the
customer wants, what the customer needs, what
his problems are before you pitch anything, so to
speak. So really bad sellers, they always pitch im-
mediately, and really good sellers ask a lot of open
questions, like a psychologist or a doctor or some-
thing and I do that for example now in fundraising
very extremely that if they schedule a half-hour call
with me, I try to ask them questions for a quar-
ter of an hour. What does your ideal investment
look like? What is critical for you guys in a suc-
cessful Marketplace? And so, to understand what
they pay particular attention to, and then in my
pitch in the second 15 minutes, to tell them exactly
these things. So, if they say: Yes, SaaS and reten-
tion metrics are totally important for us. Then I
don’t tell them: I'm a B2C marketplace, but rather
say: yes, we have a really strong B2B business with
SaaS-like retention metrics. Whereas if they say
yes, we love Marketplace with local network effects,
then I'm more likely to say: yes, we have the super
liquid micro-market in Berlin call center agents.
So, I tailor that a bit more in the meantime.”

Similar to anchoring, tailoring the pitch to the investors’
interests and culture is another way of relating the unknown
venture to concepts that are familiar to the investors, thereby
making meaning of the venture’s vision and directly influ-
encing their assessment of legitimacy (Navis & Glynn, 2011;
Werven et al., 2015). By laying out the organizational iden-
tity in a way that sounds especially promising to the investors,
entrepreneurs also legitimize the venture’s valuation.

4.2.2. Conveying security
“What’s important about you personally is what
contributes to the story and what gives the in-
vestor confidence, simply security. Venture capital
is about being able to assess risk or thinking that
you can assess risk.” — Nick

What entrepreneurs can say to convey security was al-
ready covered with what I called legitimacy levers: expertise,
anchoring, and demonstrating commitment. However, the
assessment of venture risk and legitimacy is not only based
on the things that entrepreneurs say but also on their behav-
ior. The kinds of risks, which investors assess to develop con-
viction include: “can the founder solve problems? It’s about
problems from finding an office to problems like managing
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100 people” (Leon). Is the founder “able to recruit senior
staff” and “get people behind a vision” (Michael); and “do
we believe that he can fundraise successfully again in the fu-
ture?” (Toni).

So how do entrepreneurs perform their pitch to decrease
the perceived risk of investing in their venture? All inter-
viewed entrepreneurs stated to rely on self-confidence for
this purpose. Showing strong confidence in the venture’s
business model and “objectively stating why the business
model makes extreme sense and why we will win with it”
provides the very basis for a convincing pitch (Hannah).
Proactively providing relevant data, breaking down complex
topics, and presenting them in a way that signals compe-
tence, drive, and self-sufficiency is also very well received by
investors. When speaking about topics, which are especially
important to investors, such as the commercial development
of the venture, Ben described how he goes “into detail rela-
tively strongly, to prove prior knowledge and certain stability.
On the one hand, it’s not made up - but on the other hand, I
do this with the goal that they have the feeling: Hey, I don’t
have to get involved at all.”

While some entrepreneurs stated “if you go out of the
pitch and don’t ask yourself: Have I potentially overdone it?
Then you’ve done something wrong” (Max), others argued
that it is key to still be perceived as authentic and do not
want to be perceived as arrogant or pretending to be some-
thing they are not (Table 6). However, from an investor’s per-
spective, Nick stated: “I have met many founders who came
across as almost over-confident, but I still ended up offering
them a term sheet. So, arrogance is still the easiest to forgive,
I would say.” This implies that confidence is positively cor-
related with perceived security and arrogance is in fact not
necessarily correlated with higher perceived risk.

To assess, whether entrepreneurs will be able to win other
investors, as well as senior staff for their mission, people skills
move into the focus. Being a good communicator, making
tough topics comprehensible and sound easy, speaking pos-
itively about other co-founders or team members, and act-
ing respectfully towards the investors are all strong signals.
(More examples in Table 6.) That is how Hannah explained a
turning point during her fundraising experience: “I was very
proactive, so I rather led the conversation and also asked a
lot of questions. [...] If you let the other person talk, then
you bond more and it’s all about this relationship. You have
to like each other. If they don’t like you, then no one will
invest.”

While the personal connection and emotional involve-
ment certainly play a role to convey security and develop
conviction in the fundraising process of early-stage ventures,
different patterns emerged for later-stage ventures. As early-
stage ventures cannot offer a lot of data to assess their per-
formance, the investment decision is naturally much more
intuitive and emotionally driven. The investors’ decision is
therefore much more dependent on the performance of the
founding team, as well as the estimated market potential.
When investing in a later-stage venture, more data is avail-
able based on which the potential or risk of a venture and
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The Europeans are just rather number-driven with their Excel spreadsheets. And in America,
especially in early stage investing, it’s all just story, team and vision!

I think US investors know how important capital is, so you just want to fund a startup massively
and in Germany everything is always very tightly sewn on the edge. You kind of make your
budget, the VCs look at your budget and fund exactly your budget. In the US it’s more like, yes,
we have a budget, here’s about how we want to spend the money and we want to raise another
30 million for some exciting opportunities and everyone thinks that’s cool.

For them, it’'s much more important to think, okay, what’s the world going to look like in 10
years. And what they are all trying to do now, the Valley VCs, is this exponential thinking. We
think linearly and then question ourselves, okay, what happens in a world that doesn’t develop
linearly, but exponentially, and where can that lead? How do technologies grow together?

I always thought it was super rational and super
objective. But investors are just people, they’re super emotionally driven. That means I just
figure out [...] what they find exciting and what not. And then you just adapt the story to that!
In the end, you have to think: What do they want from you? What do they need in the end so
that they look good internally, so that they don’t get any trouble from their LPs? What do you
have to deliver to them, i.e., what are the key points, so that the investment manager can stand
up in a partner meeting and pitch you in such a way that they say "Whoa, we have to invest!"
Every investor has a little bit of their own story and you want to respond to that. It’s in our
interest to pick up people where they have a value-add, where they are enthusiastic and want
to get involved. Understanding that and responding to it is super important!

Not every VC thinks the same way, and not every partner within a VC is as analytically or emo-
tionally inclined or as focused on people and the team as the other partner might be. I would
describe that as my greatest strength, to find out what the trigger points of my counterpart are.
But it’s also become much more about having fun, making it fun for yourself: "Hey, how do I
adapt a pitch to the person sitting in front of me so that there are no questions left?

[When does self-confidence turn into arrogance?] That’s a fine line. I think confidently answer-

Focus Statement
Julius Culture
Michael Culture
Michael Culture
Max Investor  Ah yes, if there’s one thing I've learned....
interest
Max Investor
interest
Fred Investor
interest
Ben Meaning
making
Ben Investor
interest
Nick Meaning
making

ing everything, but never letting the other person’s questions come across like they’re stupid
questions, like, that’s obvious! Or something like that. But just always listen, be an active lis-
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tener and try to explain to people. That’s super good.

Source: own illustration.

market can be assessed. As the founding team is still very
important, but no longer the only driver for the further devel-
opment of the venture, C-level team members start moving
into focus. This finding suggests that successful fundraising
stories become less personal and more data-driven, as ven-
tures become more sophisticated.

Whether the assessment of risk and legitimacy are based
on perceived authenticity and trust in the founding team or
based on the careful assessment of the venture’s strategic
setup may also depend on the investor. Besides experiencing
the fundraising process differently depending on the venture
stage, the assessment focus may also vary between VCs, an-
gel investors, and family offices. The data suggest that an-
gel investors and family offices rely more heavily on inter-
personal connections to the founders, while VCs persist in a
more holistic assessment of potential success factors.

4.2.3. Expectation management
“The question is simply, how to build the product,
what does the timeline look like, how to do opera-
tions, how to hire the right people? That you com-
municate everything in advance and if the investor
doesn’t agree, he’s probably not the right person.”
—Leon

For the collaboration of entrepreneurs and investors to
become a success, it is important “how the founders handle
the entire investor relationship management and expectation
management” (Leon) right from the beginning. This is why
all entrepreneurs stated to paint a clear picture of their vi-
sion and include some kind of action plan on how to reach
this vision in their fundraising story (Table 7). Understand-
ing “what is the vision of the person? How does he or she
envision the next six or twelve months?” (Ben) legitimizes
the presented vision, makes meaning of the process of reach-
ing this vision, and gives investors a deeper understanding of
the entrepreneur’s mode of work and personal and organiza-
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Table 6: Conveying security.

It is important to be authentic. If I now also go by the example of L. Every interaction I had
with her was super sympathetic [...] and came across as very, very authentic and honest and

I think on a business angel level, it’s probably a lot more personal touch and let’s go for a drink
together and the business plan, we’ll put that to the side. It will develop if we believe in you.

For us, it’'s more about professional competence and sobriety and a willingness to learn, and I
Well, then of course there are those who somehow tell you they believe in the market and so
on. But at the end of the day, I think the reason why this worked out was confidence. The more
security you radiate, the more the investor also thinks, if I put my money in there, then it will
On the other hand, [ was very proactive, so I rather led the conversation and also asked a lot of
I have met many founders who came across as almost over-confident, but I still ended up offering
From what I have learned and experienced, an investor always wants a strong founder person-
So I love to invest in very strong founders. I think it’s also good if they are in a very large or
interesting market. I think where you should pay less attention is: what exactly is their idea?

That means the risk they don’t have is that I'm not able to get people behind a vision. And that’s

Exactly the same with the fundraising risk, especially with the early-stage VCs who are then not
able to do the follow-on rounds, there is always the question, are you able to go out and collect

That’s why it’s still an advantage when I speak in the fundraising rounds, because I'm relatively
extroverted and I can break down and explain very complex architectures or very technical things

Assurance Statement

Julius  Authenticity

likeable.
Simon  Authenticity
Jacob  Authenticity

think it’s more like Hey, we’re up for it. We don’t know it all, nor do we pretend to do so.
Hannah Confidence

multiply.
Hannah Confidence

questions. Which I think was very key to making it more successful.
Nick Confidence

them a term sheet. So, arrogance is still the easiest to forgive, I would say.
Willi Confidence

ality who leads the way, with all the advantages and disadvantages that this entails.
Tim Confidence
Michael People skills

already a problem that startups fail at, if they’re not able to recruit senior staff.
Michael People skills

the capital at the end from the funds that are doing the late-stage rounds?
Julius  People skills

to investors relatively well. That definitely helps a lot!
Theo Resilience

I am very good at breaking down complex problems and, above all, I have a very strong re-
silience. It doesn’t bother me so much to run into walls all the time. I just see if I have to jump

over them or dig under them.

Source: own illustration.

tional identity (e.g., Garud et al., 2014; Lounsbury & Glynn,
2019; Martens et al., 2007).

When presenting an action plan, the challenge for the en-
trepreneurs is to strike a balance of showing drive yet being
realistic, as described by Ben:

“I have always seen a very great danger in over-
promising and have therefore been very defensive
in everything we say about deadlines or sales in-
dications, and fortunately have not yet really been
in a position to say: ‘We are significantly below.’
Instead, we tend to always be on the verge of over-
performing. But that’s a matter of framing. You
simply have to set yourself a goal that you know is
achievable for you. Conversely, you must not fall
into the trap of someone saying, ‘your goals are not
ambitious at all.’ I think that’s a bit of a tightrope
walk that you have to do.”

By closely managing expectations like that, investors

also get information about the kind of collaboration that
the entrepreneur is looking for. They can for example as-
sess whether the entrepreneur is more driven by numbers or
by emotions, how far he plans ahead, how much he wants
investors to get involved, and how he communicates his vi-
sion. As for the investors in front of which Tim pitched his
ventures, he believes “that many investors really appreciate
working with a founder who really has his business and his
numbers under control. I often get feedback that our board
meetings, for example, are very, very good. That they are
very well prepared, that they are very goal-oriented and very
deep discussions.” If an investor does not sympathize with
the founder’s vision or way of thinking, it is not likely that
he will invest in the venture. This can be seen as a process
of natural selection that is beneficial for both the investors
and the entrepreneur, as it would be difficult to align their
vision for the venture (see section 4.3.1.). However, if their
vision and expectations are well aligned, this sets a great ba-
sis for a conducive collaboration and takes away the pressure
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that entrepreneurs may feel that they could disappoint their
investors.

This finding implies that investors, who have a similar
narrative to the entrepreneur perceive the presented action
plan and vision as more realistic and legitimate, supporting
the theory that cultural proximity between the investor and
entrepreneur correlates with a higher probability for invest-
ment (Greenberg & Mollick, 2017; Lounsbury & Glynn, 2001,
2019). It also suggests that the transparent and honest man-
agement of investors’ cognitive and pragmatic expectations
helps to contain the risk of losing previously established legit-
imacy (see “Paradox of Legitimacy”, (Garud et al., 2014) and
may be key to an expedient fundraising process, independent
of venture stage or type of investor. The finding overall con-
firms that careful stakeholder management is the basis for a
successful fundraising process (Lounsbury et al., 2019; Zott
& Huy, 2007).

4.2.4. Story revision
“You don’t tell the same story that you told a year
ago. So sure, parts, components remain the same.
But overall, it develops over time. You understand
the company better, you understand the market
better; you have different numbers to show. So yes,
the story changes.” — Theo

Interviewing many entrepreneurs who covered the fundrais-

ing process for their ventures over a longer time allowed
me to assess their reflection on the development of their
fundraising stories. Those insights do not refer to investor-
based story adaptation, which was covered in section 4.2.1.,
but to the revision of the content and focus of the fundrais-
ing story. First, story revision in terms of wording can be
based on investor feedback and learning-by-doing: “If you
pitch all the time and have your 10 investor meetings per
day, then you immediately learn which sentence is good and
realize from the reaction which sentence is not so good. And
then the story just changed that way” (Hannah). Second,
“fundraising changes a lot with the stage, so pre-seed is dif-
ferent from seed, is different from series A, is different from
collecting 100 million in debt. In other words, fundraising
must always be very individually tailored to the respective
round” (Theo). The findings show that what changes are the
venture story, as well as the story focus, which shifts from
founding team to numbers. The venture story changes over
time because markets change, the team grows and learns,
and the business model changes and manifests with traction.
The founders can revise their story to say “look, we are able
to generate learnings from the first traction and we are able
to derive clear to-dos from these generated learnings, which
we also implement and realize” (Ben).

Generated learnings can cause a venture to pivot, which
of course triggers the need for story revision. While inexpe-
rienced entrepreneurs may hold on to their original idea in
order not to disappoint investors, the findings show that piv-
ots are mostly anticipated by the investors. As Leon learned:
“If a person sends me a pitch deck in an early-stage, the idea
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will never end up being the idea or business model that the
founders will still be interested in 2-3 years from now. The
founder has to realize quickly enough when to pivot.” To le-
gitimize the revised vision and new valuation of a venture in
each fundraising round, new meaning has to be created, ex-
plaining the development of the venture and the reasons for
the pivot (Garud et al., 2014; Martens et al., 2007). The fact
that pivoting is very common offers another explanation for
why the founding team is the absolute fundament of invest-
ment decisions in early-stage ventures.

Interestingly, while the venture story changes with each
stage, all interviewed entrepreneurs agreed that their per-
sonal stories remain the same to maintain their established
personal legitimacy. They may only convey more expertise
in later rounds, as the entrepreneurs become more confident
and knowledgeable with growing experience. They also de-
scribed that over time the focus of the fundraising story shifts
away from the personal story of the founding team. While in
early-stage rounds the team is the biggest concern of the in-
vestors, “at some point, the team has already been checked,
people know that it is legit, and especially if other externals
have talked about it a few times in a positive way, then the
team is not the concern of the investors anymore” (Theo).
This finding is also valid for serial entrepreneurs founding a
new startup, regardless of the fundraising stage, as they have
been legitimized several times before.

Aside from the legitimization of the founding team, a
more established venture depends on more success factors
than just the founders, such as “team, traction, execution”
(Ben), which therefore move into focus. Simultaneously,
numbers regarding the venture’s traction become more im-
portant as its vision is slowly becoming more tangible (ex-
tended in Table 8). As fundraising decisions rely less on the
emotional involvement and personal connection of the in-
vestor to the entrepreneur in later-stage funding rounds, the
founder may have to use storytelling to ensure investors of
still being the right person to manage and lead a bigger com-
pany, as highlighted by Toni:

“What I see with people who are later [stage ], like
[Series ] C, you no longer have to explain why you
are motivated and so on. [...] It’s more about
being able to show that you've got what it takes to
be the right man at the top of the company, even in
the later phase. Because it’s a completely different
job to lead a seed company as CEO and founder
than it is to lead a Series C company.”

All those findings imply that fundraising stories are dy-
namic. They can be revised, to mirror learnings, market de-
velopments, and subsequent shifts in the product, business
model, and vision of the venture. The fundament of the story
to be perceived as legitimate remains the personal story of the
founding team, which stays the same with regards to motiva-
tion, background, and personality, but must reflect personal
growth with regards to management skills and expertise.
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Table 7: Expectation management.

Approach Statement
Max Common And I have to say quite honestly that I don’t really care very much whether I disappoint them or
vision not. To be honest, we have a common goal, and in our stage, there are not really any discrep-
ancies yet.
Tim  Common I'm honestly not that guy who scores so much with personality, I think. I try to be very clear
vision about the business so that the investors have the feeling: ‘oh, this is the next big thing! And the
founding team or management has a blatant handle on that. And that’s why I want to join in!’
I think there are other founders who are much more about themselves. I try to get them to say
okay, that’s a good guy, because he’s got his numbers under control, rather than saying that’s a
good guy because he’s selling himself so well.
Willi Common It is important to communicate the goal and to describe your goal in a picture. To say I want to
vision build a company that makes 100 million in sales is relatively banal, I think. That’s a relatively
simple story that anyone can tell. But to paint a picture and say the future of mobility looks like
this: XYZ. And to get there I have already hired 10 strong people [...] and the picture where we
want to go is: we want to become a listed company, because this market has a huge potential,
and we believe that we can win 2% of this market by doing ABCDE. You must get very specific
to paint that kind of picture.
Max  Realistic It's not that we say that we want to somehow talk ourselves up as a team. It comes across
action automatically when you ultimately draw up the storyline of the equity story and so on, because
plan the investors already see that they have a strategy behind it. They have a vision. They have a
clear plan of how they want to get there and can tell me exactly what they need to do it and
what they can’t do.
Tim  Realistic ~What I wouldn’t pitch is: we stay 150 people and next year, by magic, so to speak, sales triple
action or something, because then I would feel like that falls back on me, as bullshit.
plan
Ben  Realistic Being the lubricant, setting structures, defining focus, pulling out more and more from day-to-
action day business and actually trying to somehow continuously think about: Okay, where do we want
plan to be in two quarters and what has to happen today to get there.
Nick Realistic The biggest and strongest driver, where I say these are top top top founders and I'm excited,
action these are the people who bring across that they know exactly what they’re doing. You just know,
plan they know the space so much better than you do, and they just say we need the money now

and then we’re going to do this, this, this and this to make this happen. If you ask questions
there, they can answer that so well that you just develop complete trust. Trust building is very
important there.

Source: own illustration.

4.3. Understanding the ‘VC game’ and playing it right

After covering what entrepreneurs are pitching to in-
vestors about themselves and how they tell the fundrais-
ing story, I will next explore which mindset and process
structure entrepreneurs adopt during fundraising. The en-
trepreneur’s mindset with which he approaches fundraising
determines his behavior throughout the process and fun-
damentally impacts how successful he will be in acquiring
financial resources. At the same time, the way he struc-
tures the fundraising process determines, how his story is
perceived by investors.

Understanding the dynamics between different investors,
who are all on the lookout for the next big, promising deal,
has strong implications for the way entrepreneurs interact
with them and the signals that they want to send. “The VC
scene is a very close-knit community, and everyone talks to

one another” (Nick). A well-structured fundraising process
can thereby increase the dynamic and trigger “fear of miss-
ing out” (hereinafter FOMO) among investors, which can be
highly beneficial to the success and speed of the fundrais-
ing process. “It’s a bit of a psychology game to be honest”
(Julius). To win this game, the interviewed entrepreneurs
have developed strategies, which will be presented in the fol-
lowing, by looking at the way they focus themselves before
and throughout fundraising, structure the process and create
hype among investors.

4.3.1. Adopting the right mindset for the fundraising process
“The good thing about fundraising is that, as I keep
telling myself, you don’t have to convince everyone.

In the end, you only have to convince one or two,
and I think it’s almost better if there’s a bit of nat-
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We are still working with my personal story and have now raised almost half a billion in capital

The core components remain extremely constant. I think I know very well why I am where I
am, or what is important to me. [...] So, everything up to the startup I tell almost the same.

The story behind the founding idea has remained the same. Of course, when I talk a bit more
about day-to-day business or the frequently asked question "What keeps you up at night?", that

In the beginning we still had [our personal story] very, very much as an integral part of what we

In the beginning, people just looked at your resumé [...] and numbers were relatively unim-
portant. And now, if the sales and the gross margin are not right, then even the best story in our

I think if you look at it a little bit analytically, then the success factors were quite few at the
beginning and two of them were C. and me. And now the success factors have multiplied, and
we are still only two of them. So, in terms of share, we actually make up less of the entire

But if you've built two startups, raised capital and sold them, then people assume you're not a
total talker. So that [personal] part can be smaller, and it can be more about the business you're

It depends on the stage of the company. If you're looking for angel or seed funding, or maybe
Series A, then there’s a very very very strong focus on the founders, on the team. Logically,
because otherwise there isn’t much there yet. What revenues are you looking at in the seed
phase? Maybe there are already sales, but they are not very meaningful yet. [...] And the
further you get, i.e., in a Series B / Series C or in the exit process, it’s very little about you as a

If a person sends me a pitch at the early stage, the idea will never end up being the idea or
business model that the founders will still be interested in 2-3 years from now. The founder has

Development Statement
Michael Constant
and the story is still working quite well.
Theo Constant
Ben Constant
has changed.
Theo Focus shift
do because it’s also a little bit related to why we started the company.
Fred Focus shift
case doesn’t help.
Fred Focus shift
company than before.
Willi Focus shift
building.
Willi Focus shift
person anymore.
Leon Pivot
to realize quickly enough when to pivot.
Tim Pivot

We also completely pivoted H., the product and the target group and so on. I think experienced
founders simply do that, while some of the younger founders, who are a bit naive, stick very
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rigidly to their ideas. And that’s not always healthy, so to speak.

Source: own illustration.

ural selection.” — Tim

All interviewed entrepreneurs described fundraising as
a very intense and consuming process. Especially first-time
founders who raise capital for their early-stage ventures face
a lot of rejection and have to try not to get discouraged. Ac-
cording to Theo, “you’re just used to catching all the No’s
at some point. It still really hurts. It hurts your ego, and it
also hurts you personally. Maybe you’ve heard this before,
the startup is just such an extension of [the founder] so to
say, so you're very intertwined with it, which means that ev-
ery no you get is almost a personal attack, or at least it feels
that way.” Keeping in mind that only very few investors must
be convinced of the venture to secure funding may help the
entrepreneurs to save time and emotions. “Don’t waste time
on the No’s!” (Tim) is one learning that many of the en-
trepreneurs share. Focusing to convince those investors who
were already excited about the founders and their venture,
instead of trying to turn around those who were not, helped

them to stay focused and optimistic.

One way to avoid facing too much rejection is by strategi-
cally targeting investors, who could generally be interested in
the venture: “My key learning is that you have to talk to the
right investors and that you can’t expect to convince some-
one who has no idea about your product. Getting into the
room with the right people, that’s the most important thing”
(Fred). Product-related knowledge is one way to select tar-
get investors, another is the focus on a bold vision or the size
of the funding round, which requires speaking to investors
with a certain mindset or cultural background (see section
4.2.1.). For this reason, Michael for example mainly spoke
to investors in the US and targeted angel investors, who are
“always involved in exciting topics that somehow seem to be
on the edge of feasibility.”

Again, targeting investors with a similar educational, pro-
fessional or cultural background to the entrepreneur can help
to foster a personal connection and thereby perceived legiti-
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macy of the venture (Greenberg & Mollick, 2017). Knowing
that the decision to invest in early-stage ventures is predom-
inantly based on personal connection can put a lot of pres-
sure on the entrepreneur throughout and after the fundrais-
ing process. Analyzing the interviews showed that how well
entrepreneurs cope with this pressure is again related to their
mindset (see Table 9). Some see the responsibility to live
up to the investors’ expectations to generate good returns for
their investment very much on themselves and feel like “kind
of disappointing them if I don’t make it now” (Hannah). This
mindset links to the Paradox of Legitimacy, which describes
that during fundraising expectations are created, which may
be hard to meet and could lead to a subsequent loss of legit-
imacy (Garud et al., 2014).

Other entrepreneurs try to manage the pressure by ratio-
nally reminding themselves that those who decide to invest
act in their own interest and also have to carry the conse-
quences themselves: “at the end of the day, they want to
make more money out of a lot of money. And that’s a rel-
atively cold investment business” (Toni). Again, others re-
mind themselves that both parties follow the same interest:
“In the very beginning it was really like ‘Crazy there’s some-
body with a lot of money and me with my little stupid idea
and I want something from that person.” And that actually
changed completely into ‘Hey, they actually want something
from you” (Ben).

One last targeting strategy, which can be highly benefi-
cial for the development of venture is focusing on investors
with a good network, e.g., angels who are also LPs at other
investment funds and can help to secure follow-on rounds as
described by Michael:

“I think it’s super important [...] to consider
which are the angels who have a real network. In
the meantime, I myself, but in the past my friend
C.A., who sometimes got into companies at brutal
discounts, but then made billion-dollar companies
out of them with very high reliability, because he
was able to get the right investors in. In that case,
you can easily afford to give up a few percentage
points for that.”

Of course, this kind of selective investor targeting is easi-
est for serial entrepreneurs, in follow-on rounds, or for those
founders who are generally in a very strong fundraising po-
sition. However, this finding implies that strategically target-
ing investors may increase the efficiency of the fundraising
process for all entrepreneurs, while a more focused mindset
also helps entrepreneurs not to get discouraged.

4.3.2. Process design
“To structure the process well is so, so, so impor-
tant. A structured process makes everything easier
because then you can just focus completely on the
fundraise.” — Theo

One reason why fundraising was described as such an
intense and consuming process throughout all interviews is
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that most conversations and negotiations with investors take
place in the course of a very few weeks. If entrepreneurs
have full control over shaping the process, why would they
make it so stressful for themselves? This is because the pro-
cess design impacts the perception of the fundraising story
and hence the decision of investors. As investors speak to
each other a lot about current investment opportunities, be-
ing contacted by an entrepreneur months after first hearing
about the venture from other investors implies that the en-
trepreneur was not able to secure funding fast enough and
makes the deal appear less attractive.

“Doing a process”, as it was described by many intervie-
wees means putting full focus on fundraising and contacting
all target investors at the same time. ‘A structured process
helps brutally because then you have everyone on the same
timeline and can create urgency” (Tim). “You send all the
emails in one day with a scheduling link. Then you have 2-
3 weeks of pure meetings. You can’t really do anything at
the same time anyway; after every pitch, you're so excited,
it’s like when you just come off stage” (Hannah). The same
urgency should be maintained throughout the negotiations:
“From term sheet to closing, somehow try to get it through in
four weeks. Push the lawyers every day and ask how far the
draft is now or what is causing the hold-up to speed up the
process” (Tim, extended in Table 10). That way investors do
not have the time to question or back out of the deal.

Michael, who has lived through the fundraising process
many times summarizes the work that has to be done in this
short amount of time and highlights the importance of warm
introductions and in-person meetings:

“In the end, it’s just hard work. Building Excel
lists and scrubbing through them, finding out via
LinkedIn who knows whom to get warm intros -
always trying to get warm intros! Everything that
comes in via the info@ address is kind of dead.
And just don’t give up, keep calling people and ide-
ally meeting them! That’s also something that you
think about, okay which are the relevant cities?
For a European, it’s kind of Berlin, Zurich, London,
Stockholm and say hey, I'm renting an Airbnb for
two weeks, I'm on the ground I'm meeting the VCs
live, they want to see you, they want to shake your
hand and they want to see that you’re a proactive,
happy person. That’s it, it’s all not witchcraft.”

Two aspects of the process were repeatedly mentioned to
require careful planning: strategic timing and distribution of
information. To determine the right timing to raise capital,
entrepreneurs can first look at the burn rate of their venture.
To build a power position in negotiations with investors, they
should fundraise rather earlier than later. “If you are in ur-
gent need of money, then you are in such a bad position that
every investor can take advantage of you” (Jacob). Second,
entrepreneurs can look at business performance. When are
the numbers best to paint a convincing picture of the ven-
ture’s traction and potential? “If it’s a seasonal business, then
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Approach /
Mindset

Statement

Fred

Fred

Leon

Finn

Max

Tim

Ben

Toni

Choosing
target
investors
Choosing
target
investors
Choosing
target
investors
Choosing
target
investors
Dealing
with rejec-
tion

Dealing
with rejec-
tion

Handling
pressure
Handling
pressure

You have to talk to the right people. In our case, we just needed people who were into brand,
who were into direct-to-consumer and who understood a little bit about this space.

We're better at picking and choosing our conversations. So now we only talk to people where
we know okay, they’re probably interested, [...] and go into this meeting with more authority.

If you have certain investors on your CapTable, most of whom are also LPs at certain funds, it
gets easier.

It may very well be that I go fundraising again. But then much more selectively and with an all
or nothing approach. So I only take those I want to work with and not everyone who gets in
front of me.

You need a thick skin. No matter what you do, investors think they know everything better
anyway. [...] But no one knows the company as well as you do as a founder. If someone has
a different opinion, then it doesn’t fit. I think we could have saved ourselves a lot of time and
emotions in the seed round.

I think many inexperienced founders try to somehow turn someone around [...] but I'm not even
doing that.... So if the VC is not in the first call already half in love with what I'm doing, then
there is no point for me to invest any more time on him, but I would then invest all the time
with the 4, 5, 6, who have somehow fallen in love with it and try to convince them.

Funnily enough, just at the beginning, I was told: "The reason why I invest is you". Which of
course builds up a bit of pressure.

I'm a very, very, very rational person and think to myself, if I screw up, then they’ve lost a bit of
money. But they haven’t invested as much blood, sweat and tears in it as I have. For myself it is
a bigger fail. With Angels I would be sorrier, because maybe they are not all multi-billionaires.
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Source: own illustration.

you should raise just before the peak, so that positive num-
bers pour in during the process” (Nick). Third, entrepreneurs
must keep in mind that “VC is very trend-driven. When some-
thing is hyped, it’s relatively easy to raise money” (Michael),
so depending on the product or business model of the ven-
ture, the trend development plays a role in timing. Fourth
and last, the availability of cash in VC can play a role in good
timing. The current situation (Section 3.1.) can present “an
opportunity to do the next fundraise even earlier” (Toni) at
potentially higher valuations.

Regarding the distribution of information to investors,
the interviewed entrepreneurs follow different strategies.
“There are two different philosophies on the market among
the founders. There are those, who do five coffee chats with
investors every week. [...] Or there’s me, who says be raising
or not be raising. I don’t talk to any investor for two years
and then go out and try to talk to 50 in a week” (Tim, ex-
tended in Table 10). The advantage of Tim’s strategy may
be that the process is easier to structure and all investors
have the same information. However, reaching out to or
keeping in touch with investors without actually fundraising
can create momentum and accelerate the upcoming funding
round, while sharing less information. Whichever strategy

they are following, all entrepreneurs stressed the importance
of being careful who to share sensitive information about the
venture with. One reason for this is that information travels
very fast among investors and the other is that investors may
have other portfolio companies this information could be
interesting for.

Those findings suggest that the way an entrepreneur
designs the fundraising process directly influences the per-
ceived legitimacy of the venture. Sharing the right informa-
tion at the right time increases the perceived potential of the
venture, legitimizing its vision and valuation. Simultane-
ously, a strategic fundraising process draws a lot of attention
to the venture and creates a sense of urgency among the
investor community, which increases the dynamic and hype
around the deal.

4.3.3. Creating hype
“It’s always a bit of an issue that you want some-
thing from someone else. It means you're in a
weaker position, to begin with. [...] What you
have to do as a founder is turning the tables and
say, hey, here is this opportunity and actually we
don’t need any money, but if you say please, we
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Table 10: Process structuring.

There are two different philosophies on the market among the founders. There are those, who
do five coffee chats with investors every week. [...] Or there’s me, who says be raising or not be
raising. I don’t talk to any investor for two years and then go out and try to talk to 50 in a week
and do a hell of a structured process. Hopefully 10 will find it exciting, 4 do a term sheet and
I'll take one. And then - I don’t want to say lock myself back in for 2 years, but then I'm working

My biggest tip for founders is, start talking to VCs before you go fundraising. Then you already
have the contacts, had a touchpoint and you can be very, very selective and strategic about what
data you want to give out. And then when you really go into fundraising, you just call XYZ and
say hey, here we go. We've developed so and so well, let’s do it. That way you can squeeze many
calls and momentum into a very, very small period of time and that already creates a momentum.
Think very strategically about what information you want to share at what point in the journey.
We also had a VC, who took all our documentation from the data room and we never heard
from him again. [...] We have now seen, oops, they invested in a venture 3-4 months ago, they
do something similar to what we do. They have now sucked our information and passed it on
to their portfolio company. You have to be prepared for something like that, we were a bit too

There are a few tricks you can do. If you're a first-time founder, or you're just starting out with
your seed company, you can put together a nice deck where you don’t give away too much
information, distribute it through your network and say hey, 'm not raising any money right
now, I'm self-funded, but wanted to get some feedback. That way you don’t get a No from VCs,
but some possibly approach you proactively and say, hey I really want to get into the deal, how

As a VC you often think, oh, why does he have to go fundraising now? In 2 months, we would
have certainty on the topics XY, and could make a decision with a much better conscience.

We would have raised money last year if it hadn’t been for Corona, which cost us a bit of growth.
We’ve gotten through it really well, but it wasn’t the best time to do a huge round for a recruiting
company. Let’s rather wait until Covid is over and growth is really explosive again and then raise.

Strategy Statement
Tim Outreach
on the company again.
Nick Outreach
Simon Information
sharing
gullible sometimes.
Michael Information
sharing
about we do a pre-round.
Nick Timing
Tim Timing
Tim Timing

From term sheet to closing, somehow try to get it through in four weeks. Push the lawyers every
day and ask how far the draft is now or what is causing the hold-up to speed up the process.
Sometimes it’s good if it’s not done by the founder himself, but by his right-hand man. [...] I've
seen with many junior founders that they somehow leave it open for too long and then it’s all
lingering. [...] I'm someone who asks, do you want to invest now or not? Both are fine for me.
But let’s get to a decision.

Source: own illustration.

will take you with us. That’s something you have
to practice over time, to somehow build up this fear
of missing out.” — Michael

According to all interviewed entrepreneurs, investment
decisions are often made under the pressure to be part of a
deal that is highly popular among investors. In this case, in-
vestors start competing for high potential deals and develop
FOMO, which can lead to a real power shift, as entrepreneurs
suddenly get to pick and choose between investors. “Un-
til you get the first yes, [fundraising is] a real pain, but as
soon as you do, you're already kind of overwhelmed with of-
fers. It’s really just about getting that first good term sheet”
(Theo). The creation of hype relies on the fact that investors
are part of a very close-knit community, in which information
travels fast. Hence, when hearing about a high-potential ven-

ture, investors may proactively reach out to the entrepreneur
to communicate their interest, which further increases the
hype. All investors who are then trying to get in on the deal,
start competing and outbidding each other with regards to
their offered terms, transaction speed, valuation, etc. This
implies that hype legitimizes and correlates with higher ven-
ture valuations.

This kind of hype can be created through a lead investor
with a strong signaling effect (see section 4.1.2.): “there are
certain characters, if you have them as angels, then there are
VCs who get FOMO” (Toni). Similarly, reputable investors
who speak positively about a venture or its founding team
can create FOMO. However, the dynamic among investors
can also turn negative. “The problem is that if one of the good
funds with a signaling effect drops out, word gets around
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very, very, very quickly and then a deal loses momentum”
(Nick). Entrepreneurs can partly avoid losing dynamic by
designing a structured process (see section 4.3.2.): “Doing
a proper process is extremely important because these in-
vestors all talk to each other and create so much FOMO. And
that’s the best thing that can happen to you as a founder be-
cause then people start going, ‘Hey, by the way, you don’t
know us yet, but we wanted to talk to you too!” And there
you have it. It’s so powerful and you don’t really have to do
much, except schedule meetings correctly” (Hannah).

Hype can also be artificially created through playing in-
vestors off against each other through communication tech-
niques: “We’ve gone from the point of ‘we want money now
and we’re happy if we can get some’ to saying ‘this is what we
want, and these are the terms. Are you up for it? If so, you
get adataroom. Period.’ [...] Many are impressed and think
‘Fuck, if they act like this, there must be others who already
have the data room” (Max). Table 11 contains more exam-
ples of how entrepreneurs gamble with investors’ attention
to create hype around their ventures.

Overall, those findings imply that the hype around a
venture within the investor community increases its per-
ceived legitimacy. As hype is closely connected to the de-
sign of the fundraising process, the strategic behavior of the
entrepreneurs foreseeing the dynamic within the investor
community and creating a sense of urgency around the deal
directly influences the investor’s decision-making process.

4.4. Summary: Propositions and process model develop-
ment

The results were presented in three dimensions: 1)
entrepreneur-based legitimacy levers, 2) investor-based story
adaptation, and 3) understanding and mastering the ‘VC
game’. In essence, they give insights into the interviewees’
accumulated learnings on 1) how they effectively pitch them-
selves, 2) how they effectively pitch their ventures, and 3)
which mindset and process structure they adopt to establish
legitimacy and increase their chances for positive investment
decisions. From the presented results, four propositions can
be derived.

Entrepreneurs’ personal story, although only covered in a
small part of the pitch, plays a highly important role in es-
tablishing legitimacy. Especially first-time founders of early-
stage ventures can increase their chances to get funding by
constructing a meaningful, consistent and emotional story
around their background and commitment, conveying exper-
tise and emotional conviction for driving the development of
their venture. It is also their chance to distinguish themselves
from other entrepreneurs, who may be working on a similar
project. Even when the venture story is adapted or revised,
the personal story must remain predominantly constant to
maintain previously established legitimacy. The findings on
personal storytelling induct that

P1: Telling investors a consistent personal story to make
meaning of the entrepreneur’s background and commitment es-
tablishes perceived legitimate distinctiveness.
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For investors to perceive the vision and valuation of a ven-
ture as legitimate, the venture story must be adapted within
each pitch. Approaching fundraising like a sales job, finding
out about the interests of investors, and tailoring the story
to match those interests can decrease the perceived risk of
the investment. When progressing to the next venture stage
or pivoting the venture’s business model or product, the ven-
ture story must be revised accordingly to closely manage the
investor’s expectations and aligning the entrepreneur’s and
investor’s vision of further venture development. The find-
ings on adapted storytelling induct that

P2: Adapting the venture story to match the investor’s inter-
ests and the venture stage is necessary to establish or maintain
the perceived legitimacy of the venture’s vision and valuation.

Besides the pitch, the entrepreneur’s behavior through-
out the fundraising process impacts the venture’s perceived
legitimacy. This includes the mindset and endurance the
entrepreneur approaches the process with and specifically
shows in the way the entrepreneur structures the investor
outreach and information sharing. By strategically using the
exchange between investors and keeping them on the same
timeline, the dynamic and perceived urgency of the process
and thereby perceived legitimacy of the venture can be influ-
enced. The findings on strategic behavior induct that

P3: The entrepreneur can impact the dynamic of the
fundraising process and thereby the venture’s perceived le-
gitimacy through strategic investor outreach and information
sharing.

Overall, the findings of this study show that investment
decisions are not purely rational or fact-based. Instead, they
can be influenced by the entrepreneur through strategic sto-
rytelling and behavior. Two factors can be highlighted as hav-
ing a considerable impact on perceived legitimacy and hence
the investment decision and can be considered “irrational”.
The first one is emotional involvement by the investor, trig-
gered by compelling storytelling, perceived cultural proxim-
ity, and a personal connection to the entrepreneur. The sec-
ond factor is perceived urgency that is based on the dynamic
of the venture’s fundraising process in the investor commu-
nity, which is caused by the strategic behavior of the en-
trepreneur. Those findings induct the final proposition

P4: The investor’s decision-making process is influenced by
his emotional involvement in the fundraising story and the per-
ceived urgency of the investment decision.

The four developed propositions can be combined in
the process model of strategic storytelling and behavior
in entrepreneurial fundraising, shown in Figure 4. The
model does not include a temporal perspective, as the en-
trepreneur’s strategic behavior would then cover the entire
fundraising process, while the personal and venture story
only concerns the pitch event. For simplicity, the model fo-
cuses on describing the impact of storytelling (including the
personal and venture story) and strategic behavior on the
venture’s perceived legitimacy, which then builds the basis
for the investment decision. It implies, that emotional in-
volvement and perceived urgency not only impact perceived
legitimacy but can have a direct effect on the final investment
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Table 11: Creating hype.
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You have to consistently try to create an artificial or non-artificial dynamic in fundraising and
They have a herd mentality. I mean, they all get FOMO when you’ve already gotten a commit-

Then there are real investors, who want to invest in your venture just because you have him
as an angel. [...] If he just stands in the cap table and says nothing, it’s different than if he
somehow also says in reference calls, yes, the guys are the raddest and the hottest. Then they

This then very quickly takes on the character of a self-fulfilling prophecy, because you have PT.
with you, he’s always had a golden touch, here’s my chance to make a deal with PT., which then

You can game so much, it’s all about psychology. You build a list with all investors who were
interested at some point, then send them emails, then don’t answer them, then the first ones
become interested because you don’t answer. And all the investors talk. They are like chatty high
school girls. It’s always quite funny when you say something to one of them, to see whether it

This week, we have scheduled again when we send which emails to which investors. Our strategy
right now is, we have an investor who is the Rabbit who will give the first term sheet with a high
probability. And once you have the first term sheet, it becomes much easier with all the other
investors because then you can always say, I already have a term sheet, I like the investor, you

To be really tough in negotiations, to be blatantly ready to take the risk to play them off against
each other, to create FOMO, to tell in doubt: we already have 300 term sheets, even though
you don’t - that can make the difference between a valuation of 10 or 20 million for the same

Trigger Statement
Jacob  FOMO
this dynamic is best when you don’t need money in that moment.
Jacob  FOMO
ment, and then the other one gets scared that they don’t get in on the deal.
Toni FOMO
get FOMO again, just because they want to be in the cap table with H.K.
Michael FOMO
suddenly gets you a completely different interest for your venture.
Julius  Gamble
gets through to the others.
Julius ~ Gamble
then bring them to the decision more or less. It’s fun!
Toni Gamble
company.
Nick Gamble

Play the Game right. The VC scene is a very close-knit community, and everyone talks to one
another. The problem is that if one of the good funds with a signal effect drops out, word gets

around very, very, very quickly and then a deal loses momentum.

Source: own illustration.

decision. The theoretical and practical implications of the
propositions and model are discussed in the following.

5. Discussion

This inductive study of 15 entrepreneurs and investors
and the analysis of their fundraising experiences and strate-
gies have opened up new perspectives on the establishment
of legitimacy. The findings have theoretical implications for
further research in cultural entrepreneurship and important
practical implications for entrepreneurs who seek to acquire
financial resources.

5.1. Theoretical implications

This study offers one of the first assessments of personal
accounts of experiences and strategies in entrepreneurial
fundraising. Although the establishment of distinctive le-
gitimacy is a difficult and important task for entrepreneurs,
cultural entrepreneurship literature mainly depicts the estab-
lishment of legitimacy as an outcome and not as a strategic
process (Werven et al., 2015). Those researchers who so

far contributed to unraveling the underlying process, have
mainly taken a linguistic perspective, analyzing the rhetoric
of fundraising pitches (Cornelissen & Clarke, 2010; Rue-
bottom, 2013; Werven et al., 2015). In this study I have
taken a more structural perspective, identifying three ways in
which legitimacy can be established throughout the fundrais-
ing process: personal storytelling, venture storytelling, and
strategic behavior. Interviewing entrepreneurs and investors
who can offer different perspectives on the topic or have gone
through the fundraising process multiple times allows assess-
ing their learnings and the development of their approach to
fundraising over a longer time. This study, therefore, enables
the identification of underlying fundraising strategies which
could not be discovered using the linguistic perspective and
therefore offers a more holistic assessment of the practi-
cal establishment of distinctive legitimacy (Gioia, Corley, &
Hamilton, 2013; Lounsbury & Glynn, 2001, 2019).

By assessing the process of establishing legitimacy through
the lenses of entrepreneurs and investors, this study also
tests whether the theoretical process model of cultural en-
trepreneurship (Figure 1, Lounsbury & Glynn, 2019) can be
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Consistent
personal story

Meaning making of
entrepreneur’s background
and commitment establishes

Investor’s decision making
is influenced by his
emotional involvement and

venture stage legitimates
vision and valuation

legitimate distinctiveness Perceived perceived urgency Investment
Matching venture story to legitimacy decision
investor interests and &

Strategic outreach and information
sharing to increase process dynamic

Adapted Strategic
venture story behavior

|:| Entrepreneur’s involvement
|:| Investor’s involvement

Figure 4: A process model of strategic storytelling and behavior in entrepreneurial fundraising.

Source: own illustration.

transferred into practice. The core concept of cultural en-
trepreneurship, which is for entrepreneurs to use storytelling
to establish legitimacy in the process of resource acquisition
holds true (Lounsbury & Glynn, 2001, 2019). The findings
of this study confirm that entrepreneurs adapt the venture
story based on the audience to bridge information asym-
metries stemming from differing cultural backgrounds and
narratives of the entrepreneur and the investor (Garud et
al., 2014; Manning & Bejarano, 2017; Martens et al., 2007).
Using audience-specific rhetoric (Wry et al., 2011) and refer-
ring to familiar concepts, categories, or discourses to make
meaning of the venture’s organizational identity and vision
(Garud et al., 2014; Lounsbury & Glynn, 2019; Martens et
al., 2007) is common practice among the interviewed en-
trepreneurs.

This study also confirms that fundraising stories empha-
size distinctiveness more, the more established the venture
is (Lounsbury & Glynn, 2019). The findings show a shift of
the story focus away from explaining the venture idea and
background, towards numbers and performance metrics that
distinguish the venture as it progresses to later stages. How-
ever, this study shows that story development also depends
on the cultural context (Zhao et al., 2017), as e.g., US VCs
may assess distinctive legitimacy differently than European
investors. Another interesting finding concerns the Paradox
of Legitimacy (Garud et al., 2014), showing that the loss of
legitimacy is not caused by disappointing investors’ expecta-
tions (Zimmerman & Zeitz, 2002) by pivoting the venture’s
product, business model, or vision. Instead, pivots are mostly
anticipated by investors but require their constant expecta-
tion management and the revision of the venture story to

explain the changes and consequences. While revising the
venture story, entrepreneurs must keep their personal story
constant to maintain previously established legitimacy after
a pivot.

Two key findings of this study contradict the current
design of the process model of cultural entrepreneurship
(Figure 1, Lounsbury & Glynn, 2019). First, this study
suggests that besides storytelling, entrepreneurs’ strategic
behavior plays an important role in establishing legitimacy
(Figure 4). Although Martens et al. (2007) and Lounsbury
and Glynn (2019) acknowledge that entrepreneurial behav-
ior can have a significant impact on the investor’s judgment
about a venture’s potential, “we know little about what spe-
cific entrepreneurs’ behavior increases the propensity for this
type of resource acquisition” (Pollack et al., 2012). This
study contributes to filling this gap in the existing literature
by showing how entrepreneurs can directly influence in-
vestors’ perceived legitimacy and decision-making processes
concerning the venture through strategic investor outreach
and information sharing. Hence, this study recommends the
extension of the cultural entrepreneurship process model by
Lounsbury and Glynn (2019) to include the dimension of
behavior.

Finally, this study contradicts the theory that the legiti-
macy of a venture is based on its’ existing resources (Louns-
bury & Glynn, 2001, 2019), which is deeply anchored in the
process model of cultural entrepreneurship and overall in the
existing literature on cultural entrepreneurship. The findings
demonstrate, how the establishment of legitimacy directly
depends on the entrepreneur’s personal story, his ability to
adapt the venture story according to the audience, and his
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strategic behavior. Hence, it can be argued that especially
in early-stage ventures, the entrepreneur is at the core of the
fundraising process, instead of the venture’s resources, as not
many resources exist at that point of the venture’s develop-
ment. Although the theory that ventures’ legitimacy is estab-
lished through the narrative of the entrepreneur and that the
venture’s organizational identity builds on the entrepreneur’s
identity (which was also confirmed by this study’s findings)
already suggests that fundraising success does not depend on
the venture’s resources, but on the entrepreneur, this notion
is still underrepresented in the existing literature on cultural
entrepreneurship. In line with Steyaert (2007), this study
argues that the existing literature pulls the attention away
from the entrepreneur, although he is at the center of the au-
dience’s attention and hence the decisive factor for successful
resource acquisition.

5.2. Practical implications

The main practical implication of this study is that invest-
ment decisions are not purely rational. Although investors
may study hard facts, such as the entrepreneur’s educational
background or the venture’s traction metrics to assess the po-
tential or risk of an investment, the story that is built around
those facts strongly influences the investor’s decision. En-
trepreneurs who seek to acquire financial resources for their
venture need to be aware that telling a consistent personal
story, adapting the venture story based on the audience and
venture stage, and behaving strategically fundamentally af-
fect the perceived legitimacy of the venture and can signifi-
cantly increase chances for successful fundraising.

Consistent personal storytelling helps investors to under-
stand the entrepreneur’s distinctive background and commit-
ment to the success of the venture. Involving the investor
emotionally by sharing the personal story behind the venture
helps to build trust and foster a personal connection between
investors and entrepreneurs. Tailoring the venture story ac-
cording to the interests, expectations, and agenda of the au-
dience and revising it based on the venture stage helps to
convince investors by legitimizing the venture’s vision and
valuation. Lastly, strategic behavior in terms of strategic in-
vestor outreach and information sharing helps to draw at-
tention to the venture and create competition and a sense
of urgency among investors to become part of the deal. Un-
derstanding the way, the investor community exchanges in-
formation about high-potential deals helps entrepreneurs to
strategically plan and implement their own participation in
the ‘VC game’.

Three factors need to be kept in mind to impact the
fundraising story and perceived venture legitimacy: the ven-
ture stage, the founder’s entrepreneurial experience, and the
targeted type of investor. First, as ventures progress to later
stages and the founding team’s legitimacy has already been
established in earlier fundraising rounds, the focus of the
story shifts from emotional personal storytelling, towards
presenting numbers and facts, which show the venture’s
progression and realization of its goals and vision. Still the
entrepreneur’s personal story concerning his background,
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commitment, and personal connection to the investors needs
to be kept consistent, to maintain previously established
legitimacy. Second, first-time founder fundraising stories
may differ from those of serial entrepreneurs. A serial en-
trepreneur, who has successfully founded and exited ventures
in the past, benefits from previously established legitimacy
when raising early-stage funding for a new venture. Ac-
cordingly, his personal story may still have to explain his
commitment to the new venture but does not need to focus
on proving his expertise, as his background is already legit-
imate and distinctive. Third, establishing legitimacy with
an angel investor, family office or VC may work differently.
Each investor has an individual way of assessing a venture’s
potential and values legitimacy levers differently. The results
of this study suggest that especially VCs often conduct a more
thorough and holistic assessment, while angel investors’ and
family offices’ investment decisions rely more heavily on
emotional involvement and personal connection to the en-
trepreneur. This may be connected to the respective venture
stage, as e.g., angels who invest in early-stage ventures have
fewer data to assess and base their decision on than VCs who
invest in later-stage ventures with a more extensive track
record. Although the impact of the venture stage, found-
ing experience, and investor type on the fundraising story
and process are very case-dependent, all three factors need
to be considered by entrepreneurs when preparing a new
fundraising round.

5.3. Limitations and suggestions for future research

Due to the nature of case studies, the developed propo-
sitions are based on the accounts of a relatively small sam-
ple of interviewees and are limited in their generalizability
(Eisenhardt, 1989). Additionally, the sample is relatively
heterogeneous, including first-time founders and serial en-
trepreneurs in different venture stages, industries, and lo-
cations, as well as investors, thereby giving a high-level
overview of different fundraising strategies. Future research
should validate the proposed effect of consistent personal
storytelling, adapted venture stories, and strategic behavior
on perceived legitimacy on a larger sample. Each of the three
categories should be researched individually, exploring the
respective fundraising strategies in more depth, and jointly
for a more homogenous sample e.g., first-time founders tar-
geting angel investors. As this study gives a predominantly
entrepreneurial perspective on the topic, future research may
also test the propositions from an investor perspective e.g.,
interviewing only VCs.

As this study relies on the subjective accounts of intervie-
wees, another limitation regards the potential misjudgment
of effects of certain fundraising strategies and biased recollec-
tion of past fundraising experiences. Future research should
therefore use other methods to test and triangulate the devel-
oped propositions, e.g., conducting longitudinal case studies
to explore the development of fundraising stories over time
(Eisenhardt, 1989; Yin, 1994).

This study focuses only on the acquisition of financial re-
sources, while the process model of cultural entrepreneur-
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ship concerns all forms of entrepreneurial resource acquisi-
tion (Lounsbury & Glynn, 2019). Although this limitation
does not imply that the findings of this study cannot be trans-
ferred to other forms of resource acquisition, future research
needs to further explore the role of the entrepreneur’s per-
sonal story, adaptation skills, and behavior in the acquisi-
tion of all types of resources (Martens et al., 2007). That
way, future research can contribute to introduce and mani-
fest an entrepreneur-based narrative within the cultural en-
trepreneurship literature (Steyaert, 2007).

5.4. Conclusion

This inductive study suggests a strong positive impact
of consistent personal storytelling, venture story adaptation,
and strategic behavior on perceived venture legitimacy in the
process of entrepreneurial fundraising. The findings show
that besides the factual assessment of venture potential and
risk, emotional involvement and the dynamic around a ven-
ture within the investor community influence investment de-
cisions. Entrepreneurs can therefore significantly increase
their chances for financial resource acquisition by strategi-
cally approaching the fundraising process. The findings of
the learnings and strategies of experienced entrepreneurs of-
fer strong practical insights for entrepreneurs, who seek to
improve or validate their fundraising preparation. By ex-
ploring the establishment of legitimacy as a process, not as
an outcome, this study proposes an entrepreneur-centric per-
spective on the process of resource acquisition through cul-
tural entrepreneurship.
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Abstract

While the amount of data keeps growing, managers ask themselves whether they already retrieve full value from their data.
To maximize the value of big data, literature offers first insights in building BDA capabilities (Gupta & George, 2016; Mikalef,
Framnes, Danielsen, & Krogstie, 2018). Nevertheless, BDA remains a new field to researchers and companies. BDA frame-
works, still offered scarcely, discuss roughly the same dimensions (incorporating some technical, human, and cultural aspects),
but are only superficially discussed. This thesis builds a framework of the different approaches offered in literature. Further-
more, it is important to distinguish whether a new development as BDA can be seen as a trend topic or rather a long-lasting
game changer for businesses. Here, this thesis discusses differences among digital capabilities, IT capabilities, that research
stared addressing by 1990, and BDA capabilities. A major finding is that building IT capabilities is considered as an isolated
responsibility of IT departments by, i.e., offering IT infrastructure to the whole company. BDA capabilities, on the contrary,
cannot be planned and rolled out from one specific department — those need to be developed in every organizational unit;
therefore, a data-driven culture is a key element in building BDA capabilities.

Keywords: Big data analytics; Big data; Data analytics; Dynamic capabilities; Resource-based view.

1. Introduction Nevertheless, BDA remains a new field to researchers and
companies. Thus, current results change quickly, and re-
searchers still discuss capabilities a company needs for BDA.
BDA frameworks, still offered scarcely, discuss roughly the
same dimensions (incorporating some technical, human, and
cultural aspects), but are only superficially discussed. Most
BDA papers do simply orientate at IT capabilities and only
offer marginal adoptions to the analytical component. Only
recently, first papers start to quantify the proposed effects of
BDA capabilities (and not analytics on firm performance in
general) to enrich literature (Yasmina, Tatoglua, Kilicb, Za-
imc, & Delen, 2020).
This leads to the first research question.

Several studies have shown that firms using Big Data An-
alytics (BDA) in their company are more successful. For in-
stance, authors of a MIT Sloan Management article could
show that “top-performing organizations use analytics five
times more than low performers” (LaValle, Lesser, Shockley,
Hopkins, & Kruschwitz, 2011, p. 22).

Moreover, research has shown in many studies that com-
panies that run BDA activities reach stronger results (Giin-
ther, Huysman, & Feldberg, 2017; Gupta & George, 2016).
Hao, Zhang, and Song (2019, p. 9-12) have found that
big data improved sales growth and gross margins, whilst
Wamba, Gunasekaran, Akter, Ren, and Dubey (2017, p. 9,
16) could show that BDA capabilities have direct, positive
effects on firm performance. In general, many researchers
see high potential of BDA enhancing innovation, competi-
tion, and productivity (Manyika et al., 2011).

While the amount of data keeps growing, managers ask
themselves whether they already retrieve full value from

RQ1: “Which capabilities are proposed in litera-
ture to conduct Big Data Analytics in firms and
how do they influence success of Big Data Ana-
lytics?”

Furthermore, BDA was not situated in the context of other

their data. To maximize the value of big data, literature
offers first insights in building BDA capabilities (Gupta &
George, 2016; Mikalef et al., 2018).

DOLI: https://doi.org/10.5282/jums/v7ibpp1224-1241

big technological developments as e.g., IT capabilities in the
1990s, yet. For managers and researchers, it is nevertheless
important to be able to weigh different trends or to even iden-
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tify whether a new development as BDA can be seen as a
trend topic or rather a long-lasting game changer for busi-
nesses.

Consequently, the second research question reads as fol-
lows:

RQ2: “In what respect do Big Data Analytics Ca-
pabilities resemble and differ from IT and Digital
capabilities?”

2. Conceptual Foundation

2.1. Definitions of Key Terminology

For the beginning, key terminology will be defined (Big
Data, BDA, BDA capabilities), clearly delineated from each
other, and situated in current research.

2.1.1. Big Data

Initially, Big Data was coined to reflect the “bigness” or
volume of data “generated as a result of using new forms of
technology (e.g., social media, radio-frequency identification
(RFID) tags, smart phones, and sensors)” (Gupta & George,
2016, p. 1050). It is measured not only by a large set of
observations itself, but also many variables.

With volume, also velocity and variety were introduced as
the “three Vs” characteristics to define the term of Big Data
(McAfee, Brynjolfsson, Davenport, Patil, & Barton, 2012, p.
4-5).

Velocity reverberates the speed at which data is collected
(near to or at real time) from sales transactions, sensors, so-
cial media posts, and sentiment data from breaking news and
social trends (Gupta & George, 2016).

The term variety describes the plurality of the data (as
texts, graphics, videos, networks among others) as it can
emerge in structured, partly structured, and unstructured
sources (Gupta & George, 2016).

Today, most definitions of big data have shifted from
including the analytical tools and visualization of results to
only integrate the V-characteristics of Big Data, as Davis 2014
defined: “Big data consists of expansive collections of data
(large volumes) that are updated quickly and frequently
(high velocity) and that exhibit a huge range of different
formats and content (wide variety).”

Some researchers have extended the existing body of
definitions by further characteristics as veracity (unreliabil-
ity inherent in some sources of data), variability (variation
in the data flow rate), and value (showing the potential in
transforming low value raw data into high value data via
BDA) (Gandomi & Haider, 2015, p. 139). The term value is
nonetheless highly firm-dependent as it is connected to the
strategic goals of a company (Giinther et al., 2017, p. 191).

2.1.2. Big Data Analytics

BDA definitions — in comparison to big data — focus on
multiple analytics methods “that address the diversity of big
data to provide actionable descriptive, predictive, and pre-
scriptive results” (Lamba & Dubey, 2015, p. 5). The data
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can be analyzed with technologies (e.g., data mining tools or
database) and different techniques (e.g., analytical methods)
to generate insights of big data (Kwon, Lee, & Shin, 2014, p.
387).
Analytics and Data Style

As one of Big Data’s characteristics is variety (video, text,
audio, social media data etc.), also BDA must adopt with
suitable techniques to the style of data (Choi, Wallace, &
Wang, 2018; Mikalef et al., 2018).

Textual data

Firstly, textual data as texts, obtained from emails, so-
cial media posts, blogs, surveys, news etc., can be analyzed
with analytical tools to extract information. So far, three ap-
proaches exist to work with textual data: Information Extrac-
tion (IE), Text summarization, and Question Answering (QA)
(Gandomi & Haider, 2015, p. 140).

IE can, for instance, obtain specific data as drug name
and dosage from a medical prescription. Text summarization
are (or will be) useful in news articles and emails to provide
a short overview with the important details. QA most im-
portant examples include Siri from Apple, or Alexa from
Amazon. Siri can provide answers on orally asked questions
(Gandomi & Haider, 2015, p. 140).

Video data

This form of data is not only more complex to analyze,
also in terms of volume it is more difficult to process video
analytics. Nevertheless, analytical methods for video data
are progressing well (Gandomi & Haider, 2015, p. 141).
Use cases for video analytics are broader, from closed-circuit
television (CCTV) cameras to video sharing websites (as
YouTube that automatically checks videos for e.g. copyright
violations (Agrawal & Sureka, 2013)). Furthermore, video
analytics can help for marketing purposes to - for instance -
identify the demographics, gender and similar characteristics
of people that go shopping (Hu, Xie, Li, Zeng, & Maybank,
2011).

Audio Data

For audio analytics (in most cases: speech analytics,
when analysis is about spoken words), two main systems are
in place: IVCSR systems (transcript -based approach) and
Phonetic-based systems (Gandomi & Haider, 2015, p. 141).

LVCSR systems uses automatic speech recognition (ASR)
to transcribe spoken word into text with the help of a dic-
tionary. A popular application is the dictation function on
smartphones. With the text output, standard text-based ana-
lytics can be conducted (Gandomi & Haider, 2015, p. 141).

Phonetic-based systems work with “perceptually distinct
units of sound” (Gandomi & Haider, 2015, p. 141) that dis-
tinguish one word from another and thus create text. As
with IVCSR systems, this text can then be analyzed with text-
based analytics.

Main use cases for audio analytics are in call centers and
hospital (for automatically documenting what a doctor has
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said) (Wang, Kung, & Byrd, 2018).

Social Media Data

Social media data can consist of varying online platforms,
as social networks (e.g., Instagram, LinkedIn), blogs, social
news (e.g., Digg and Reddit), media sharing (e.g., YouTube),
wikis (e.g., Wikipedia), review sites (e.g., Trivago, Yelp),
and questions-and-answer sites (e.g., Ask.com) (Gandomi &
Haider, 2015, p. 142; Mikalef et al., 2018).

Social media analytics has emerged in the early 2000s
and can be classified into two groups: Content-based analyt-
ics (focuses on data posted by users) and Structure-based an-
alytics (synthesising structural attributes of a social network)
(Gandomi & Haider, 2015, p. 142).

Technologies and Tools

Analytics itself can be conducted on different data types.
But also different technologies are used to analyse data
sets (here: descriptive, predictive, and prescriptive results
(Lamba & Dubey, 2015, p. 5)) that will be discussed in the
following paragraph.

Descriptive Analytics —- What has happened? Raw data,
as sales, customers, and operations data, from the past can be
analyzed on insights. Organizations use this form of analytics
to gasp a deeper understanding of their business and identify
relationships that have happened previously (Soltanpoor &
Sellis, 2016, p. 247). With that, insights can be obtained
as: Which products sell better or worse compared to other
products or how has the demand developed over a year.

To generate reports on the historical data or to extract in-
formation from raw data, techniques as statistical analytics,
data integration, data augmentation, and data reduction can
be used (Soltanpoor & Sellis, 2016, p. 247). In general, these
techniques are rather simple to comply (creating graphs) and
normally include basic descriptive statistics as “measures of
central tendency (mean, median, mode), measures of disper-
sion (standard deviation), charts, graphs, sorting methods,
frequency distributions, probability distributions, and sam-
pling methods” (Ajah & Nweke, 2019, p. 7).

Statistics, nevertheless, were identified as one major
technique in BDA by Choi et al. (2018). With this already
well-established field, relationships as correlations or statisti-
cal regression are often used to generate insights of data sets.

Predictive Analytics — What will happen?

Prediction can vary a lot in big data use cases — “the fail-
ure of jet engines based on the stream of data from several
thousand sensors, to predicting customers’ next moves based
on what they buy, when they buy, and even what they say on
social media” (Gandomi & Haider, 2015, p. 143).

The aim here is to foresee opportunities and risks in the
future. Two core techniques can be used to generate these
insights: regression techniques (e.g., multinomial logit mod-
els) and machine learning techniques (Gandomi & Haider,
2015, p. 143).

Machine learning was identified as another major BDA
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technique by Choi et al. (2018). It compromises not only
Artificial Intelligence, but also neural networks, support vec-
tor machines, and statistical machine learning. Even though
machine learning takes time until it is trained and can return
results, it provides helpful algorithms to capture complex be-
haviors.

With machine learning, the concept of “data lakes” also
became relevant as a new technique. Data lakes were firstly
defined about ten years ago by Dixon (2010) and compro-
mise of four main characteristics: they are (1) massively
scalable in terms of volume, and the data is (2) stored as raw
data (“as is”) and thus in an unstructured format (in con-
trast to data warehouses, where structured data is stored).
Thereby, the lakes also use (3) dynamic analytics applications
as machine learning (not like data warehouses: pre-build
static). Lastly, data becomes (4) accessible, as soon as the
lake is created (again, different to data warehouses which
are designed for only slowly changing data) (Miloslavskaya
& Tolstoy, 2016, p. 302). As the real time analysis has been
identified as a major trend in Business Intelligence (BI) (Rus-
som, 2011, p. 26), data lakes can be expected to play a big
role in BDA.

Prescriptive Analytics — What should be done?

Prescriptive analytics “provides enterprises with adaptive,
automated, time-dependent, and optimal decisions” (Soltan-
poor & Sellis, 2016, p. 247).

The aim is to generate recommended business decisions,
optimal courses of action or similar. These outputs are nor-
mally generated through techniques as optimization, simu-
lation, operations research, or management science (Soltan-
poor & Sellis, 2016, p. 247).

Optimization was also highlighted as another major BDA
technique by Choi et al. (2018). This technique can be used
in quantitative decision-making problems to find the (near)
optimal solutions.

2.1.3. Big Data Analytics Capabilities

A business capability is defined as “the organization’s
capacity to successfully perform a unique business activity*
(Keller, 2009, p. 2).

Looking at the field of digital transformation, Soto Set-
zke, Opderbeck, Bohm, and Krcmar (2020) identified several
configurations and strategies that are needed to build capa-
bilities. Their findings reach from the importance of central-
ized decision making to the rather negative impact of com-
petitive pressure. Also, they suggest that smaller or medium-
sized companies shall focus on strong partnerships that can
(partly) replace missing capabilities (Soto Setzke et al., 2020,
p. 14).

In IS literature, researchers have proposed to take a
bird’s eye view to better understand how IS investments
enhance business value (Bharadwaj, 2000; Wamba et al.,
2017). Hence, IT capabilities were introduced to investigate
these connections. They are defined as the “firm’s ability to
mobilize and deploy IT-based resources in combination or co-
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Figure 1: Delimitation of Terminology

present with other resources and capabilities” (Bharadwaj,
2000).

Also for BDA, capabilities were introduced. Akhtar, Fry-
nas, Mellahi, and Ullah (2019, p. 252) defined BDA capabili-
ties as a balanced combination of advanced technologies sup-
ported by large datasets to generate analytical reports and ac-
tionable insights utilized, produced, and processed by mathe-
matical, statistical techniques, and machine learning tools for
enhanced performance, but also essential human resources
with big-data skills. In short — a balance must be found be-
tween the human part and the technical part of a business.

In regards to a successful implementation of BDA, Wang
et al. (2018, p. 8-9) suggest five strategies in their analysis
on the healthcare setting: (1) the implementation of big data
governance, (2) the creation of an information-sharing cul-
ture, (3) the training of key personnel to use BDA, (4) the
integration of cloud computing into the organization’s BDA,
and (5) the generation of new business ideas from BDA.

2.1.4. Delimitation of Terminology

While (1) big data is about data sets with exact charac-
teristics (s. 2.1.1), (2) BDA encompasses the tools and tech-
nologies used to analyze big data (Mikalef et al., 2018, p.
555-556). Some researchers even include (3) business value
in terms of presentation and performance impact of BDA in
their definitions.

This paper will focus on (4) Big Data Analytics capabil-
ities, to understand what firms need to work with Big Data
and how firms can build BDA capabilities. Addressing the
research question, firstly this paper will show current capa-
bilities proposed by literature to conduct BDA (4). Secondly,
this paper will show how these capabilities influence the suc-
cess of BDA (5).

2.2. Definition and Types of Capabilities
2.2.1. Resource Based Theory

To describe why and how BDA is important and can en-
hance firms’ performances, researchers use different strate-
gic backgrounds. During the 1980s most strategic theories

focused externally (e.g. Porter’s five forces model, firstly pub-
lished in 1979), in the 1990s researchers’ frameworks have
focused more internally as the resource-based view emerged
(Barney, Ketchen Jr., & Wright, 2011, p. 1300). Also for BDA,
internal frameworks are applicable, and thus, the resource-
based view that later emerged in the resource-based theory
(RBT) is commonly used by researchers to describe how BDA
capabilities can add value (Gupta & George, 2016, p. 1050).

The RBT understands a company as a sum of different
firm resources that are composed of “assets, capabilities, or-
ganizational processes, firm attributes, information knowl-
edge etc.” (Barney, 1991, p. 101). Initially three types
of assets were proposed — physical (e.g., specialized equip-
ment), human (e.g., expertise in technology), and organiza-
tional (e.g., superior sales force) — that can be used to imple-
ment value creating strategies (Eisenhardt & Martin, 2000,
p- 1106-1107). Gupta and George (2016, p. 1054) argue
that data can also be an important asset to an organization —
if the firm has implemented a data-driven culture.

Firm resources must fulfil the characteristics of value,
rareness, imperfect imitability, and substitutability (s. Tab.
1). With those a company can implement a value-generating
strategy by creating a competitive advantage over competi-
tors (Barney, 1991, p. 105-112).

Then, the firm resources can be used to archive a com-
petitive advantage. A competitive advantage exists, when a
firm has implanted a value creating strategy not used by any
other firm (Barney, 1991, p. 102).

Later, the understanding of firm assets was split into two
parts, resource-picking and capability-building to further ex-
plain the mechanism how assets can be turned into a com-
petitive advantage (Makadok, 2001; Mikalef et al., 2018).

On the one hand, resource-picking describes the process
of identifying (often also buying) resources that promise to
be VRIN (valuable, rare, inimitable, and non-substitutable).
Nevertheless, these resources are still rather easy replicable
(Santhanam & Hartono, 2003).

On the other hand, capability-building facets are con-
cerned with the orchestration of resources. Capabilities, in
contrast to resources, are highly specific to an organization
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Table 1: Conditions for sustainable advantage, (Barney, 1991, p. 105-106)

Conditions for sus-
tainable advantage

Definition of condition

Value

Asset exploits opportunities / neutralizes threats in a

firm’s environment

Rareness
Imperfect Imitability

Substitutability

Asset is rare among current and potential competitors
Asset must be difficult (or impossible) to copy

No other asset that is rare and imperfect imitable can
replace this asset

1) Big Data
(1) Big Analytics

(2) Big Data

Value

|
(3) Business 1
|
|

(4) Big Data Analytics Capabilities

Figure 2: Resource-picking (1) and capability-building (4) in context of the BDA process

and thus is hard to replicate. With a distinctive set of capa-
bilities, a sustained competitive advantage can be reached
(Santhanam & Hartono, 2003).

In the context of BDA, big data can be thus seen as a
resource-picking activity (s. (1) in Fig. 2) that can be bought
from external suppliers or developed from internal data.
BDA, in contrast, is the result of capability-building activities
(s. (4) in Fig. 2). These capabilities are firm specific and
cannot be bought or sold as they are in some way connected
to the organization.

Research also suggests that firms do need a resource
before they start building capabilities for it (Mikalef et al.,
2018). This is important for firms as it shows that they first
need some level of access to big data, before they should
start building capabilities to analyse it.

2.2.2. Dynamic Capabilities View of an Organization

With the resource-based theory explaining how firms can
build a competitive advantage against competitors, the RBV
cannot explain how companies can defend its competitive
advantage against competitors in rapidly changing environ-
ments. The Dynamic capabilities theory (DC) tries to fill this
gap as an extension to the RBV (Mikalef et al., 2018, p. 560).

DCis defined in a seminal article as “the ability of a firm to
integrate, build and reconfigure its resources and capabilities

to address changing environments” (Teece, Pisano, & Shuen,
1997, p. 516). Researchers furthermore make a distinction
between ordinary capabilities (also: “zero order” capabilities)
that determine how “a firm makes a living at the moment”
(Tiguint & Hossari, 2020, p. 2), in contrast to dynamic capa-
bilities that enable an organization to change.

The impact of such dynamic capabilities depends on the
environment. In moderately dynamic markets, dynamic ca-
pabilities are difficult to identify or to separate from ordinary
capabilities. In high-velocity markets, routines (here: dy-
namic capabilities are simple, experiential, and iterative) are
adaptive to changing circumstances — but at the cost of unsta-
ble processes and uncertain outcomes (Eisenhardt & Martin,
2000). This results in uncomfortable but still success bring-
ing situations, as one manager put it:

“We do everything on the fly ... I've done some things
at IBM and other companies where there is a very structured
environment—these companies are failing and we’re leading
the way. 'm not comfortable with the lack of structure, but I
hesitate to mess with what is working.” (Brown & Eisenhardt,
1997, p. 28)

To conclude, how can firms eventually ensure their long-
term competitive advantage (especially in high-velocity mar-
kets)? They must use dynamic capabilities “sooner, more as-
tutely, or more fortuitously than the competition to create re-



M. A. Richly / Junior Management Science 7(5) (2022) 1224-1241

source configurations that have that advantage” (Eisenhardt
& Martin, 2000, p. 1117).

2.3. Challenges in Building BDA Capabilities

First, research on BDA implications and capabilities is still
scare, which also makes it difficult for companies to start
with the implementation of BDA as they cannot linchpin on
a broad base of literatures results (Gupta & George, 2016).

In terms of BDA, the proposed capabilities itself can also
entail a challenge for companies. Big data - in its terms of
volume, velocity, and variety - is still challenging to current IT
architecture, networks, servers, and software (Ajah & Nweke,
2019, p. 22). Some research suggests that firms are in partic-
ular worried about the unstructured nature of data (the va-
riety part) rather than the volume of data (Gupta & George,
2016, p. 1051). For that, new tools and technologies are
required (e.g., Hadoop) that will be further discussed in the
literature review (s. 4.1).

Moreover, before starting with the implementation, a
company should make sure to have fully covered needed
capabilities. If, for instance, measures to ensure privacy are
not implemented in the BDA capability-building stage, it will
hardly be considered in the BDA process (in this paper’s BDA
capabilities framework privacy and security are recognised
under Governance in 4.3.2). This literature review will enrich
current literature by discussing different proposed capability
frameworks and showing, what impact the different charac-
teristics have on the success of BDA (as described in RQ1).

2.4. Challenges in Building IT Capabilities

Research in IT Capabilities is much more mature than
BDA capabilities — offering a better overview on the chal-
lenges that have occurred over time.

Nevertheless, also research on IT capabilities has fought
some major problems. In the early 1990s, for instance, sev-
eral studies have examined the so-called IT productivity para-
dox that referred to the failure to show a positive relation-
ship between IT investments and firm productivity (Gupta &
George, 2016, p. 1049). Also, renown economists as Robert
Solow (holds a Nobel prize in economics) stated that “we see
computers everywhere except in the productivity statistics”
(Brynjolfsson, 1993).

In his paper, Brynjolfsson (1993) summarized four possi-
ble reasons for the occurrence of this paradox:

Mismeasurement of outputs and inputs,
Lags due to learning and adjustments,
Redistribution and dissipation of profits, and
Mismanagement of Information Technology.

W=

Later, in some industries a positive correlation could be
clearly shown, and the paradox was eventually resolved.
Consequentially, it was suggested to take several resources
besides pure investments into account, as managerial and
technical IT skills, firm’s intellectual capital, and IT infras-
tructure (Gupta & George, 2016, p. 1049). Also, so far no
BDA productivity paradox has been identified.
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Today, some researchers argue that IT capabilities no
longer offer any competitive advantage (in contrast to BDA)
but have turned to an organizational commodity (Chae, Koh,
& Prybutok, 2014, p. 307).

2.5. Challenges in Building Digital capabilities

Digital capabilities are broadly defined and cover most of
digital extensions that exceed IT capabilities (s. 5.2 - com-
parison of BDA and digital capabilities).

Thus, it is also difficult to define concrete challenges of
digital capabilities. Mostly, organizations will work on con-
crete areas as BDA or Artificial Intelligence (AI) that have
their respective own challenges.

3. Methodology

For this thesis, a structured literature review on existing
papers in IS literature dealing with BDA capabilities will be
conducted.

The literature review is divided into two parts, as we must
expect that no broad use of BDA capabilities is proposed in
current literature, yet. Thus, in the first stage, a structured
literature review on existing papers dealing with BDA capa-
bilities is conducted. The literature review is based on Web-
ster and Watson (2002).

In the second stage, the basic capabilities framework will
be discussed and for a deeper analysis further punctual re-
search on specific parts of the proposed framework will be
conducted.

3.1. Literature Review on Big Data Analytics Capabilities

The literature review in the first stage is conducted in four
phases.

In stage one (1), articles of the AIS Basket of Eight IS jour-
nals were collected. As literature on BDA capabilities is still
scarce, the search radius will also be extended to highly cited
BDA publications from other journals (via Google Scholar
and Web of Science). Additionally, three leading IS con-
ferences (International Conference on Information Systems
(ICIS), European Conference on information Systems (ECIS),
and Americas Conference on Information Systems (AMCIS))
were considered to cover the latest research on BDA capabili-
ties, too. For the research on journals, only papers published
in the past eleven years (2010-2021) were considered, as this
field is still relatively new and thus the emphasize lies on the
latest developments in BDA research. For conferences, only
the years 2018 to 2021 were considered, assuming good con-
ference articles would have reached a journal outlet by today.

The following key words were used to find relevant stud-
ies (all words were also searched with their respective abbre-
viations): Big Data Analytics, Big Data Analytics Capabilities.

After stage one, 17 papers were found in the Basket
of Eight, 15 highly cited journals from other journals, and
eleven conferences could be identified.

In stage two (2), the titles, keywords, and abstracts were
evaluated. Papers were excluded that focused too much on
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Figure 3: Process of literature review, based on (Webster & Watson, 2002)

the technical side of BDA or privacy. Papers with a focus on
specific industry or case studies were not excluded, as still
major concepts or the underlying theory could be useful for
an evaluation in the literature review.

After stage two, 24 papers and seven conferences were
considered for the next stage.

At stage three (3), the full paper was accessed. Here,
papers were excluded that did not discuss actual capabilities
needed to perform BDA projects in firms and where BDA only
played a minor role.

Ultimately, twelve papers and two conferences were ac-
cessed and included in the literature review of this thesis.

3.2. Discussion on Big Data Analytics Capabilities versus IT
and Digital Capabilities

After the literature review, an extension in form of an ar-
gumentative evaluation of the different capabilities a com-
pany must have to perform BDA compared to IT and Digital
capabilities will be provided. For this, a small research via
Google Scholar and Science of Web was conducted to retrieve
most influential papers dealing with IT and digital capabili-
ties.

Conclusively, five papers on IT capabilities and nine pa-
pers on digital capabilities were evaluated.

4. Literature-Review on Big Data Analytics Capabilities

To build a BDA capability a firm needs different resources.
One of the first frameworks “to put analytics to work in [... ]
a business” (Davenport, Harris, & Morison, 2010, p. 19) was
offered by Davenport et al. (2010) that was later further dis-
cussed by Seddon, Constantinidis, Tamm, and Dod (2017).
To implement analytics, they suggested a framework consist-
ing of five pieces, called DELTA (Davenport et al., 2010, p.
19):

e Data: accessible and high quality
e Enterprise orientation
o Leadership in analytics

e Targets: Strategic goal

e Analysts: the human input needed

Nevertheless, this framework was not further discussed
or developed in the specific BDA literature. Moreover, Dav-
enport et al. (2010) focus on analytics in general, but not
discuss the more specific BDA. Thus, this framework will not
be investigated further.

In a highly influential paper, Gupta and George (2016)
have built a framework of needed resources, dividing them
by tangible, human and intangible resources.

Initially, Gupta and George (2016) derived this separa-
tion from research on IT capabilities, using then the frame-
work to expand it on BDA capabilities (Bharadwaj, Samba-
murthy, & Zmud, 1999; Chae et al., 2014; Gupta & George,
2016; Santhanam & Hartono, 2003).

Gupta and George’s three pillars framework was taken
as a foundation by Mikalef et al. (2018), who have adjusted
the framework by some characteristics. As this literature re-
view by Mikalef et al. (2018) can be seen as an extension of
the Gupta and George (2016) paper, the adopted version of
Mikalef et. al. will be taken as a basis for further analysis.

The other big framework used by researchers for BDA ca-
pability distinguishes them among (sometimes called slightly
different but entailing the same ideas) BDA technology / in-
frastructure / data capabilities, BDA management capabili-
ties, and BDA talent capabilities (Akter, Wamba, Gunasekaran,
Dubey, & Childe, 2016; Ransbotham, Kiron, & Prentice, 2015;
Wamba et al., 2017).

Also Yasmina et al. (2020) defined three similar pillars
(similar differentiation: Infrastructure capabilities, Human
Resource Management Capabilities, and Management Capa-
bilities) in one of the latest researches on BDA.

Both, Mikalef and Yasminas’ frameworks, cover same ar-
eas, as technical requirements for BDA, human knowledge,
managerial roles, culture, and alignment with a firm’s busi-
ness strategy (s. Fig. 4).

Nevertheless, both frameworks set different emphasis.
While Mikalef et al. (2018) summarize analytical skills of
employees and managerial skills in one pillar “Human Re-
sources”, Yasmina et al. (2020) highlight employees and
managerial skills by dividing both on two of the three pillars.
Looking closer at differences between the third cluster of
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Capabilities proposed by Gupta and
George (2016) and Mikalef et al.

(2018)

D Tangible Resources
D Human Resources

D Intangible Resources
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Capabilities proposed by Yasmina et
al. (2020)

D Infrastrucutre Capabilities

Human Resource Management
Capabilities

D Management Capabilities

Figure 4: Proposed BDA capability framework by Gupta and George (2016) and Mikalef et al. (2018) (left side) and Yasmina

et al. (2020) (right side)

Mikalef et al. (2018) - Intangible resources — and the third
cluster of Yasmina et al. (2020) — Management Capabilities
— reveals that both discuss cultural and strategy alignment
aspects, which straightens out the expected major difference
of both researchers.

A detailed comparison can be seen in the following table
2.

Nonetheless, for the following analysis Yasmina et al.
(2020) will not be taken as a foundation (even though it
is the most recent paper published on BDA capabilities),
mainly because the paper does not clearly distinguish IS
from BDA capabilities (e.g., in the detailed description of
the pillars they refer to IS, but not to BDA characteristics).
Furthermore, the paper does not provide deep theory back-
grounds, but focuses on testing its hypothesis. Also other
papers’ frameworks (Akter et al., 2016; Ransbotham et al.,
2015; Wamba et al., 2017) with similar separation of capabil-
ities did often not clearly separate BDA from IS capabilities.
Thus, in this thesis the provided framework from Mikalef
et al. (2018) that clearly focuses on BDA and its respective
theories will be used.

4.1. Tangible Resources

The first pillar in the BDA capabilities framework is about
tangible resources (Gupta & George, 2016; Mikalef et al.,
2018). Initially, Gupta and George (2016) have defined the
following characteristics: Data (internal, external, merging
of both), Technology (Hadoop, NoSQL), and Basic Resources
(time, investment).

The characteristic data was established by Mikalef et al.
(2018), too. Nevertheless, they have exchanged the two
other terms with Software and IS, and Infrastructure.

4.1.1. Data

The most obvious ingredient to conduct BDA is data it-
self. As a continuously trend, the cost for storage of data
is still (even exponentially) declining and consequently data
storage is not a main challenge for companies for conducting

BDA anymore (Rosenthal et al., 2012). Nevertheless, to re-
cap, big data is not only about its volume, but comes along
with other characteristics as velocity, variety, value, and ve-
racity (s. 2.1.1).

Whereas it is easy for companies to measure the size of
their data, it already gets more complicated to evaluate the
data in terms of quality. Research shows that improved qual-
ity helps to turn data into a competitive advantage (Rans-
botham et al., 2015). Consequently, leaders in organizations
ask themselves “whether they are getting full value from the
massive amounts of information they already have within
their company” (LaValle et al., 2011, p. 21).

Moreover, organizations have moved on from focusing on
enterprise-specific structured data to an increasing amount of
unstructured data (variety characteristic of big data) — that
does increasingly include external data from outside the or-
ganization - to make business decisions (Gupta & George,
2016, p. 1051; Manyika et al., 2011). Thus, not only the
amount of data increases (volume), but data also gets more
diverse (variety).

Therefore, it is important to evaluate available data in
terms of quality, for which research offers some standards to
evaluate data sets. Cai and Zhu (2015, p. 4) propose a data
quality framework that includes five dimensions (s. Tab 3).

4.1.2. Software and Information System

Next to the increasing amount of data (volume) and the
growth in unstructured data (variety), also the major trend in
analyzing data in real-time (velocity) have led to the develop-
ment of new software and Information Systems (IS) (McAfee
et al., 2012).

Today, most prominent example of a BDA software is
Hadoop. Introduced as an open source project in 2007, it
has evolved to support the whole BDA workflow, “including
data collection, storage, processing, and much more” (Land-
set, Khoshgoftaar, Richter, & Hasanin, 2015, p. 5). Besides,
research states that the real value of Hadoop does not only lie
in its ability to handle large volumes of data, but to manage
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Table 2: Detailed comparison of BDA capabilities framework by Mikalef et al. (2018) and Yasmina et al. (2020)

Framework by Similarities

(Mikalef et al., 2018)

Differences

Framework by
(Yasmina et al., 2020)

Tangible Describes technical
Resources needs
Human Technical knowledge
Resources needed from
employees
Intangible Focus on cultural
Resources alignment

Yasmina focuses solely Infrastructure
on IS infrastructure, not Capabilities
on special infrastructure

needed for analytics
Only Mikalef describes Human
managerial skills Resource
(Yasmina does so in Management
third pillar) Capabilities
Yasmina connects Management
cultural alignment and Capabilities

management
capabilities

Tangible

Resources

Human

Resources

Intangible

Resources

— Infrastructure

" = # ~ p X
Data (internal Data-driven Culture
] I i ol || Managerial Skills || (decisons based on
b'oth) Bine (analytics acumen) data rather than
intuition)

A y L P L )

f D 7~ =~ P “
Ll softwareand IS Data Analytics | Ehvemance

Knowledge
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[ B

Figure 5: BDA resources to build BDA Capabilities (obtained from Mikalef et al. (2018))

data’s variety - a broad range of data types (Russom, 2011,
p- 7).

Hadoop combines commodity hardware with its open-
source software. Large data streams can then be distributed
(also in real-time) onto cheap disks for the analysis part
(McAfee et al., 2012, p. 8). The distribution is done by the
Hadoop distributed file system (HDFS), while the MapRe-
duce data processing engine is the heart of the analytics
part.

MapReduce consists of two primary parts, a mapper and

a reducer (Ajah & Nweke, 2019, p. 13). The mapper filters
and transforms data by cleaning out dirty data (also dupli-
cates). After this, an intermediate output file is generated
that is then distributed to reducers. Here, the reducer phase
begins, sorting each file by key and aggregating them into
one large file again (Landset et al., 2015; White, 2012). This
process allows to run through large and heterogenous data
sets in a very effective way.

Other software solutions of nonrelational databases to
parallel process large unstructured datasets and to visual-
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Table 3: Data quality characteristics (Cai & Zhu, 2015, p. 5-6)
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Term Meaning

Availability Having access to data in a reasonable amount of time

Usability Data can satisfy the user’s needs

Reliability Data is complete, from a trusted source, consistent,
and meets integrity criteria

Relevance “Fitness of data” — data can possibly answer what an

organization wants to know

Presentation Quality

Format of data is clear / understandable

ize the results are Apache Cassandra, MongoDB, Monet, and
Hazelcat (Mikalef et al., 2018, p. 563).

4.1.3. Infrastructure

Wamba et al. (2017, p. 17) suggest three elements that
BDA infrastructure is composed of: connectivity, compati-
bility, modularity. Here, connectivity grasps that all offices
and departments have access to / can provide their data for
BDA. Compatibility is a further step of connectivity, which
means that not only the data flow is ensured among depart-
ments/offices, but also that analysis can be conducted on dif-
ferent platforms and consequently results are accessible for
all. Lastly, modularity describes an efficiency component: can
software modules be re-used or adjusted for different tasks?

Sometimes, also software solutions as Apache Hadoop
and cloud-based computing are called in regards to infras-
tructure (Akter et al., 2016, p. 13). In this thesis, this falls in
the category of Software and IS (s. 4.1.2).

¢

According to LaValle et al. (2011, p. 23) the most difficult
adoption that organizations face are not rooted in tangible
assets as data and technology, but in managerial and cultural
dimensions. This will be further investigated in the following
two pillars.

4.2. Human Resources

The second pillar in the BDA capabilities framework is
about human resources (Gupta & George, 2016; Mikalef et
al., 2018). Between both papers only a minor difference
occurred, as Gupta and George (2016) named the knowl-
edge characteristic toward employees Technical Skills that
was specified by Mikalef et al. (2018), calling it Data Ana-
lytics knowledge.

4.2.1. Managerial Skills

Companies do not just perform better because of more or
better data, but “because they have leadership teams that set
clear goals, define what success looks like, and ask the right
questions” (McAfee et al., 2012, p. 8). Gupta and George
(2016, p. 1053) explained further that it is in the manager’s
responsibility to foresee potential of generating insights from
data and they then must have a good understanding of how

and where to apply the insights retrieved from their technical
teams.

Also, Mikalef et al. (2018) stated that it is more impor-
tant for managers to learn how to access companies’ big data
sets in the best possible way and how to perform BDA that is
aligned with an organization’s competitive strategy than to
“simply perform raw data analysis on large data sets without
a clear direction” (Mikalef et al., 2018, p. 572) or unclear
contribution to overall firm strategy.

Moreover, also in contrast to employees’ technical skills
that can be developed by hiring new staff, managerial skills
are highly firm specific and thus must be internally developed
over time (Gupta & George, 2016, p. 1053).

To enhance this management capability, research sug-
gests improving the quality of planning, investment, coor-
dination, and control (Akter et al., 2016, p. 41).

4.2.2. Data Analytics Knowledge

A challenging question for managers is how to structure
technical and human resources in a firm. The implementa-
tion of competency centres as a centralized approach to bundle
analytics competence in one place have be considered as an
effective concept, even though the idea of competency cen-
tres is also controversial, because of the difficulty to reach an
alignment between technical and business units (Giinther et
al., 2017, p. 197).

In terms of Data Analytics Knowledge different roles with
respective skills are proposed in literature. For that, Ajah and
Nweke (2019) describe three distinct teams. They suggest
an (1) Analytics Team, compromised of Data Scientist and
Business Analysts / Data Analysts. While the Data Scientist
is required to have more the technical background with “ad-
vanced skills in mathematics and statistical modelling” (Ajah
& Nweke, 2019, p. 20), a Business Analysts should be aligned
with business goals and strategic directions. They also have
technical knowledge and are skilled in varying data mod-
elling tools, nevertheless, they primarily keep a bird’s-eye
view to oversee the alignment of analytics with business strat-
egy / performance outcome.

Additionally, Ajah and Nweke (2019, p. 21) describe the
(2) Big Data Architect Team, compromising of Global Archi-
tects / Platform Engineers and Data architect / Data Wran-
glers. Global architects are experts in supercomputing plat-
forms, focusing their work on performance tuning and root
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cause analysis.

Data architects are important because of their industry
knowledge and further for their strong mathematics/statistics
skills and thus are mostly working on special use cases
(Ajah & Nweke, 2019, p. 21).

Lastly, Ajah and Nweke (2019, p. 21) describe the (3)
Big Data Hadoop operators team consisting of Hadoop Engi-
neers, responsible for cluster performance, debugging etc.,
while Hadoop Operators take care of the quality of results.
To emphasize Hadoop teams that much might be surprising
first, but it is nevertheless the most prominent BDA tool and
needs knowledge and skills that exceed the abilities found in
most IT departments (McAfee et al., 2012, p. 8).

Overall, McAfee et al. (2012, p. 8) suggest that next to
statistical knowledge for the core analytics part, also skills as
cleaning and organizing large data sets will become increas-
ingly demanded as well as tools and techniques for visualis-
ing results.

Mikalef et al. (2018, p. 565-566) have proposed an ad-
ditional dimension to the otherwise homogenous dimensions
of skills and knowledge that are offered in literature (Tech-
nical Knowledge, Business Knowledge, and Business Analytics
Knowledge):

Since teams with an analytics background must work well
together with teams that have a business background, “Rela-
tional Knowledge” as the “communication and collaboration
skills between employees of different backgrounds” (Mikalef
et al., 2018, p. 565-566) do play an important role in ensur-
ing strong results from the different teams.

4.3. Intangible Resources

The third and last pillar in the BDA capabilities frame-
work is about intangible resources (Gupta & George, 2016;
Mikalef et al., 2018). While Gupta and George (2016) have
also included the pillar Intensity of Organizational Learning
this was not considered by Mikalef et al. (2018). Reason
for this could be that already existing aspects on learning or
knowledge of employees are already covered in the second
Human resources pillar.

4.3.1. Data-driven Culture

For the implementation of a successful BDA process, re-
searchers suggest a change in the organization’s culture to
reach a data-driven culture. The baseline is to build a cul-
ture where “decisions [are taken] based on data rather than
intuitions” (Gupta & George, 2016, p. 1051).

Here it is important to distinguish between the core BDA
teams that possess extensive analytics knowledge and are
responsible for developing insights from big data and must
identify which parts of an organization have the highest po-
tential when analytics is brought in. Whereas other business
units’ employees from HR, marketing etc. must adopt to a
certain degree to a data-centric thinking (a) to increase their
knowledge on analytical models and technologies that are or
will be used in their department, and (b) to question their
daily work routine: Where can analytics be helpful for my
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work or department? When do we base our decisions on in-
tuition that could be better evaluated with data?

To implement a data-driven culture, it is not enough to
support data-to-knowledge initiatives, an organization must
ensure leaders behave as a role model and insist that also oth-
ers take decisions based on data rather than intuition (Dav-
enport, Harris, De Long, & Jacobson, 2001, p. 136).

Regarding culture, a further extension grasps the align-
ment of IT and business strategy. Akter et al. (2016) have in-
vestigated a mediating effect of business strategy alignment
on firm performance via BDA capabilities for which they have
found a positive significant relationship. Besides, Akhtar et
al. (2019) could also show a positive significant relationship
among big-data-savvy teams, big-data-driven actions, and
firm performance. Moreover, Court (2015) found that orga-
nizations can increase operating margins by more than 60%
when they can ensure a good alignment between analytics
efficiency and business strategy.

4.3.2. Governance

In newer research, experts underscore the importance of
data governance (Llave, Hustad, & Olsen, 2018). In litera-
ture, two distinctive specifications are offered regarding gov-
ernance in BDA.

For the first specification, governance grasps compliance
with privacy regulations (legal boundaries of how much data
may be collected / what degree of personalisation is allowed)
and ensuring security of data (data must be secured against
hacker attacks). Ajah and Nweke (2019, p. 23) state that or-
ganizations often (if so) only have immature tools and prac-
tices in place to ensure privacy laws and data security of BDA.
For Hadoop for instance, extensions as Kerberos, an open-
source project initiated at the MIT, are needed to store data
encrypted on Hadoop clusters.

This specification of governance only came later to a sci-
entific discussion. Also both papers of Gupta and George
(2016); Mikalef et al. (2018) have not mentioned this char-
acteristic, but solely focused on the second specification in
governance:

The second specification focuses on internal rules to en-
sure an effective use of BDA. Specifically for BDA, Tallon,
Ramirez, and Short (2013) propose a governance framework
consisting of three types: (a) structural (defining responsi-
bilities, directing, and planning), (b) procedural (cost con-
trol, resource allocation, and shaping user behaviours trough
value analysis), and (c) relational (alignment / partnerships
between IT and business units, idea exchange and conflict
resolution).

To ensure that governance is taken to action, literature
suggest that an organization must follow a top-down ap-
proach, which also implies that top management must com-
mit to data-driven decisions (Vidgen, Shaw, & Grant, 2017)
(this is also important for a successful IT/business alignment,
s. 4.3).

Concluding, many researchers stress the importance of
having governance schemes implemented when working
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with BDA. Some researchers even see a missing or badly im-
planted governance model as a main reason why companies
cannot extract full value of big data (Mikalef et al., 2018, p.
565).

5. BDA Capabilities Compared to IT and Digital Capabil-
ities

5.1. Overview IT Capabilities

In the 1990s first papers were published in which IT capa-
bilities (Sabherwal & Kirs, 1994) were defined — in contrast to
BDA capabilities in the early 2010s (LaValle et al., 2011). On
the first sight, IT capabilities are not only older than BDA ca-
pabilities, but also facilitate “day-to-day running of the firm”
(Bharadwaj, 2000, p. 175). Moreover, BDA specialists need
significantly different skills to IT specialists in a firm (Gupta
& George, 2016, p. 1061).

Nevertheless, researchers of BDA and IT capabilities both
use the resource-based view to describe the mechanism how
these capabilities can enhance value creation in a company
(e.g., in terms of overall performance, innovation perfor-
mance, (Hao et al., 2019; Wamba et al., 2017)). This is not
too surprising as both — IT and BDA - are a firm resource
that, if it is valuable, rare, inimitable, and non-substitutable,
and if this resource is managed well (s. 2.2.1), can lead to a
competitive advantage over competitors.

While the theoretical mechanism relies on the same the-
ory, it is not trivial to distinguish the frameworks. Even
though Gupta and George (2016, p. 1050) have adopted
their framework (tangible-human-intangible resources) from
the IS literature, content-wise they do differ in some aspects.

For this thesis, the following IT capabilities papers are
considered for a comparison to the BDA capabilities (s. Tab.
4).

5.1.1. Tangible Resources

Structure-wise, in both capabilities frameworks data and
technology are defined as important tangible resources. Nev-
ertheless, they differ content-wise.

BDA capabilities are far more specified than IT capabil-
ities. For BDA, exact technologies are defined as machine
learning or optimization (s. 2.1.2). Moreover, precise soft-
ware solutions as Hadoop (s. 4.1.2) are described. Still, the
biggest difference between both capabilities lies in data itself.
In BDA, data is of major importance, while it is not important
per se in a company’s IT.

In addition, “big data IT fundamentally differ from tradi-
tional IT” (Miloslavskaya & Tolstoy, 2016, p. 301). While for
traditional IT a processing device (computer, cloud) is put at
the centre of a data processing process, big data IT is seen as
a “continuous flowing substance” (Miloslavskaya & Tolstoy,
2016, p. 301). The key lies in the constant float rates of
data (which is not a priority for traditional IT), otherwise a
theoretical infinite overload of data could occur.
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IT capabilities, in contrast, are much broader regarding
its tangible elements. Here, the digital support of initial anal-
ogous processes is of central importance to an IT department
(e.g., CRM, ERP systems).

5.1.2. Human Resources

In all papers the human factor was identified to play an
important role in building capabilities. On the one hand, it
was described that employees with IT knowledge are needed
(for IT capabilities, e.g.: “firm -relevant IT knowledge and
competence” (Ross et al., 1996, p. 33)). On the other hand,
also support from top management was described to be im-
portant.

IS literature, nevertheless, limits the need for IT compe-
tence to IT staff and suggests that through the mix of IT and
business units the IT staff can gain a “business understand-
ing” (Ross et al., 1996, p. 33). Especially for the develop-
ment of IT accompaniment of business processes (e.g., digi-
talization of an ordering process, implementation of an ERP
system, or similar), it is understandable why a good skilled
IT staff is recommended to understand the needs of business
units to then offer suitable IT solutions to the business units.

This stands in wide contrast to BDA capabilities. Cer-
tainly, researchers suggest specific knowledge of some em-
ployees to perform analytics on big data. But literature also
states the need of a comprehensive change in culture — from
intuitive decision making to a data-driven culture (s. 4.3.1).

5.1.3. Intangible Resources

In BDA research the focus of intangible resources lies on a
data-driven culture and the intensity of organizational learn-
ing (s. 4.3). For IT capabilities, intangible resources are fo-
cused differently on knowledge assets, customer orientation
and synergies (Bharadwaj, 2000, p. 174).

Similarly, BDA and IT capabilities encompass characteris-
tics of a learning organization to enhance adoption to novel
BDA or IT solutions (BDA: as a capability: organizational
learning, IT, as a resource: knowledge assets).

In fact, IT capabilities stress two other components: cus-
tomer orientation and synergies.

In general, customer orientation has been found to posi-
tively impact firm performance (Jaworski & Kohli, 1993). To
satisfy a customer orientation in a firm, often IT is used (e.g.,
for a classic CRM system). But also, to better understand and
predict customer needs, IT relates to a firm’s strategy at its
foundation.

Synergies describe the idea that IT systems can be re-used
in a company (e.g., in different departments, countries, sim-
ilar cases).

To sum up, BDA intangible resources point on organiza-
tional aspects, while IT intangible resources pin on efficiency
and quality aspects (being customer-centric with IT applica-
tions, re-using technology in a company).

5.2. Overview Digital Capabilities
In 2016, Junior, Macada, Brinkhues, and Montesdioca
(2016, p. 2) conducted a literature review on Digital Ca-
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Table 4: Overview of proposed IT capabilities
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Author(s)

Capabilities proposed

Bharadwaj et al. (1999)

Bharadwaj (2000)

Chae et al. (2014)
Ross, Beath, and Goodhue (1996)
Santhanam and Hartono (2003)

IT business partnership, External IT linkages, Business
IT strategic thinking, IT business process integration, IT
management, IT infrastructure

IT infrastructure, Human IT Resources, IT enabled In-
tangibles

Rebottle of Bharadwaj (2000)

Technology Asset, Human Asset, Relationship Asset
Rebottle of Bharadwaj (2000)

pabilities, searching the Basket of Eight as well as Ebscohost
and Google Scholar. They could identity 26 relevant papers
of which only six papers offered a clear definition of digital
capabilities.

Besides the small number of definitions, they are also
largely heterogenous. Westerman, Bonnet, and McAfee
(2012), for instance, define digital capabilities broadly as
skills that go beyond pure IT, and even move in the direction
of BDA capabilities, speaking of analytics to retrieve value
from big data. Also Lyytinen, Yoo, and Boland Jr. (2016)
define digital capabilities as an ability with the aim of creat-
ing “new outputs, structures, and behaviours [...] without
deliberate planning from the originator of the system” (Lyyti-
nen et al., 2016, p. 53).

Even though there is no homogenous understanding of
digital capabilities in research yet, most definitions point in a
similar direction: Researchers expect a firm’s functioning IT
landscape to be a basic prerequisite and aggregate possible
extensions under the umbrella of digital capabilities.

5.3. Comparison of the Different Types of Capabilities

IT capabilities have been found to explain how organiza-
tions can transform analogous work and processes into dig-
ital processes. Doing so, different systems as CRM and ERP
systems can be implemented that offer not only more effi-
cient solution for companies, but also provide useful exten-
sions compared to analogous old processes (as connecting an
ERP system with suppliers to automatically re-order etc.).

Digital Capabilities are different, as they do not primar-
ily focus on the digital transformation in firms but focus on
finding extensions that technology offers to their business.
Thus, digital capabilities can be seen as a broad extension
of IT capabilities, while BDA capabilities — as a very specific
extension of digital capabilities — form a part of digital capa-
bilities.

To also understand how the three technical capabilities —
IT, digital, and BDA capabilities — relate to each other, a good
indicator is to look at the chronological development (s. Fig.
6).

For most companies, IT became a topic in the beginning
of the 1970s when first computers moved in corporations.
Researchers and practitioners have deeply discussed the po-
tential and possible pitfalls of bringing IT in an organization.

One major discussion was the emergence of the IT productiv-
ity paradox (s. 2.4). Researchers could not show how higher
IT spending would result in higher performance, but eventu-
ally this paradox could be resolved (Gupta & George, 2016).

Furthermore, researchers were already discussing IT Ca-
pabilities in the 1990s before the term big data with its pop-
ular 3 V’s characteristic has been defined in 2001 (Laney,
2001). And another ten years later — after the successful im-
plementation of today’s widely used software framework of
Hadoop in 2005 (Apache, 2021) - first papers about BDA ca-
pabilities were published (LaValle et al., 2011).

With the accelerating supply of cloud computing in the
beginning of the 2010s, the processing of big data became
easier and - most important - cheaper for organizations,
which has most probably also given a boost to BDA usage
(West, Battleson, Kim, & Ramesh, 2014; Winegar, 2021).
This aspect was out of scope of this paper and thus not fur-
ther discussed. Nevertheless, it is still relevant to name cloud
computing when looking at the chronological development
of BDA.

6. Discussion

6.1. Pitfalls for organizations after implementing Big Data
Analytics
To answer the first research question, this thesis could
clearly show and discuss proposed BDA capabilities frame-
works. Nevertheless, a further discussion in conducted to
also answer the second part of the first research question:
“How do BDA capabilities influence the success of BDA?”

6.1.1. Tangible Resources

Researchers commonly describe distributed and real-time
analytics as the next trends in BDA’s infrastructure (Landset
et al., 2015).

In terms of data itself, on possible pitfall for organizations
is to concentrate on building big data resources and improv-
ing the BDA process, but not implementing quality checks on
the data to “screen out redundant, inaccurate, and duplicated
data” (Boldosova, 2019, p. 1142).

Apart from quality, quantity is a major game changer in
the world of big data. Google’s director of research, Peter
Norvig, once stated: “We don’t have better algorithms. We
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2010: cloud computing takes
off with Amazon Web Ser-
vices (AWS) (Winegar 2021)

)

Early 2000s: Develop-
ment of MapReduce by
Google (Winegar 2021)

Early 1970s: first comput-
ers moved in companies
(Winegar 2021)

2006: Hadoop introduc-
tion (Apache 2021)

]
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Mid 1990s: first papers about
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and Kirs 1994 301-330)
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(Laney 2001 1)

2011: first BDA capabilities pa-
pers (LaValle et al. 2011 1-31}2

'via a search on Google Scholar for “|IT Capabilities” in
title, keywords, and abstract. Filtered results by earliest results.

Figure 6: Timeline of technological developments

just have more data.” (McAfee et al., 2012, p. 5). In the
same direction pins a report from the Executive Office of the
President of the United States suggesting that: “technical ca-
pabilities of big data have reached a level of sophistication”
(Podesta, Pritzker, Moniz, Holdren, & Zients, 2014, p. 5).

It seems that in terms of BDA, data itself can be the dif-
ferentiator for companies. Ultimately, reaching a competitive
advantage in BDA could come down to the simple size of data
available to an organization.

6.1.2. Human Resources

A key factor in terms of BDA human resources is the avail-
ability of skilled staff. In 2011, McKinsey has predicted a
shortage in the US of 140,000 to 190,000 big data skilled in-
dividuals by 2018. However, a study by Bain from 2018 also
said that they expect that the “global supply of advanced ana-
lytics talent will double” (Brahm, Sheth, Sinha, & Dai, 2019,
p- 1) from half a million to one million within the next two
years.

Another reason why finding skilled employees might not
be the key difficulty within the execution of BDA capabil-
ities is offered by a further study from McKinsey in 2020
on Al In this article it is questioned whether an organiza-
tion still needs to hire that many data scientist to build ma-
chine learning models (Hiirtgen, Kerkhoff, Lubatschowski, &
Moller, 2020). In this case (based on Al, not BDA), the au-
thors “don’t foresee demand for substantial, functional data-
science expertise going away anytime soon” (Hiirtgen et al.,

2via a search on Google Scholar for “Big Data Analytics
Capabilities” in title, keywords, and abstract. Filtered re-
sults by earliest results.

2020, p. 4). Nevertheless, one can expect that also the field
of BDA will become more accessible as tools and techniques
can get easier to handle also for not specialised employees.

6.1.3. Intangible Resources

After implementing the first BDA pipelines (big data via
analytics to results), it is easy to miss closing the cycle to
full value creation. One possible scenario are managers that
now have access to novel data insights, but still keep to a
decision-making process based on intuition (Mikalef et al.,
2018, p. 571). Referring to the BDA capabilities framework
discussed in the literature review, this occurrence is mostly
connected to a bad execution of an intuition-based culture to
a data-driven culture. Especially managers are visible as role
models and thus must take the results of BDA to decisions
and value creation (Davenport et al., 2001, p. 136). Also,
McAfee et al. (2012) could show that data-driven firms are
six percent more profitable and five percent more productive
than their rivals.

Another pitfall regarding the organizational aspect is to
implement BDA only in specific departments as marketing
(Mikalef et al., 2018, p. 570). This also hinders an organiza-
tion wide change to a data-driven culture.

Furthermore, one aspect that only came up recently and
was not considered in the papers from Gupta and George
(2016) and Mikalef et al. (2018) is governance. When work-
ing with data, firms might see themselves confronted with a
dilemma of collecting as much data as possible on the one
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side and obeying governmental privacy rules (and ultimately
limiting the value of BDA) on the other side (Llave et al.,
2018). Moreover, data regulations are not settled yet, and
changes in the next few years can be expected.

6.2. BDA: Temporary trend versus mega game changer

Concerning the second research question, BDA capabili-
ties were compared to IT and digital capabilities in the second
part of this thesis. Here, papers were investigated whether
BDA can be seen as a new phenomenon or BDA rather is “old
wine in new bottles”.

Looking back, the aspiration of making sense of data is
nothing new — the statistical field dates to the 18" century.
Still, a clear enhancement in analytics has occurred over the
past years. Now, data not only moves online at a rapid pace,
but can also be analysed in (near to) real-time (Agarwal &
Dhar, 2014, p. 444).

This development has highly increased possibilities that
can be reached with BDA. Today, the old — more theoretical
- idea of making sense of data can eventually lead to big im-
pact in two ways. First, as described in the introduction of
this thesis, several papers have already shown that BDA has
a positive influence on firm performance (s. 1). Secondly,
the new tools and techniques offer new (business) possibil-
ities and insights that could have not been detected before
(Wiener, Saunders, & Marabelli, 2020). In this context, liter-
ature stresses the importance for incumbent organizations to
“rethink their existing business models and how these may
be affected by big data” (Giinther et al., 2017, p. 197).

A difficult aspect to judge is its chance of substitution —
simply put: Will BDA still be important in the next years,
while new technical possibilities as Al are emerging, too? To
evaluate this question, it is useful to consider the industry an
organization is working in.

Regarding adaptability of BDA in an organization, some
managers may shrink when thinking about the implementa-
tion of BDA and be unsure about the final payoffs for moving
from an institutional to an data-driven organization (Gupta
& George, 2016). This thesis could show that BDA capabili-
ties are indeed different to IT capabilities and with that the
implementation is not straight forward as one might expect.
Managers cannot simply rely on their strong IT power of their
firm to also conduct analytics. Certainly, literature does sug-
gest similar fields a company has to pay attention to when
working with IT or BDA (e.g., both do incorporate human
skills), but the needed abilities and adoptions for BDA are far
more specific compared to an IT departments’ abilities. Here,
Barton and Court (2012, p. 81) also suggest that especially
managing unstructured data remains beyond IT capabilities.
Not to forget, for BDA (in difference to IT) a cultural change
among all department is needed. One common misadapta-
tion of BDA is to only use it in specific operational depart-
ments as marketing or finance (Mikalef et al., 2018, p. 570),
which hinders BDA to spread its full potential.

Concluding, the conceptual idea of analytics has been
around for a long time, but for only some years it is feasible
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to reach high impact results (with new tools and techniques
that can handle large and diverse amounts of data quickly).
A good IT infrastructure is helpful, but to conduct BDA a firm
must invest in the more specific BDA capabilities to reach sat-
isfying results (Barton & Court, 2012). Thus, BDA from its
structural architecture is similar to IT capabilities but look-
ing at the specificity of BDA capabilities suggest that they are
more than simply “old wine in new bottles”.

7. Implications, Limitations, and Outlook

7.1. Implications

This thesis enriches literature on BDA capabilities by pre-
senting researchers’ most recent views on the topic of BDA
capabilities and delimiting its boards to similar areas of IT
and digital capabilities.

First, a clear distinction of important terms regarding big
data was proposed, which has not been separated by liter-
ature that clearly, yet. With it, also theory frameworks are
better accessible, as this paper could provide a clear differ-
entiation between the resource-picking activities that entail
the creation of accessible big data, and its capability-building
activities that rotate around implementing BDA (s. 2.2).

In the structured literature review different frameworks
were shown and discussed and an overview of current’s liter-
ature status quo was provided. Moreover, a deep dive beyond
the core framework of proposed capabilities was conducted,
describing in detail what characteristics each capability en-
tails (Gupta & George, 2016; Mikalef et al., 2018).

In the second part of this thesis, BDA was compared to
IT and digital capabilities. This differentiation is a novel ap-
proach and enriches current literature to offer a clear distinc-
tion between the three technical capabilities. Moreover, this
thesis could show how BDA has emerged in the beginning of
the 2000s and developed since then.

7.2. Limitations

Also, this thesis has limitations. The main limitation is
due to the methods used. First, the research was narrowed
on papers that matched specific search words (“big data an-
alytics”, “big data analytics capabilities”) in their title, key-
words or abstract. Doing so, studies were filtered that have
not used the exact wording but could have added valuable
insights. Another problem of literature reviews in general is
the chance to miss complementary insights from other fields.
To partly prevent this, the research in the second part of this
paper was helpful, where near-field capabilities (IT and dig-
ital capabilities) were considered and compared to BDA ca-
pabilities.

7.3. Outlook

This thesis could also show how BDA has emerged in the
early 2000s (s. 5.3). Now, we already see formations of new
applications in various directions. A considerable example
form Gupta and George (2016) and Mikalef et al. (2018)
with their highly cited paper on BDA capabilities. This year,
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Mikalef (who has written the extension on Gupta’s BDA pa-
per) and Gupta have published a paper on Artificial Intel-
ligence (AI) capabilities together (Mikalef & Gupta, 2021).
Gupta has described this paper himself to be an extension to
his initial BDA paper.

In this thesis, capabilities from other technological areas
were identified and discussed, still, both (IT and digital ca-
pabilities) have emerged before BDA. Thus, it is interesting
to investigate which new technologies have emerged after
BDA. Moreover, no clear distinction is made, yet that weighs
parameters to help organizations to decide which technolo-
gies should be implemented next or could be potentially sub-
stitute by a later technology (or, e.g., could a company skip
the implementation of BDA and directly implement Al exten-
sions?).

8. Conclusion

With all the focus of this thesis on needed capabilities for
firms to extract the maximum value for firms, one should not
forget that big data is not only helpful for organizations. Big
data is also helpful for people.

In healthcare, for instance, big data tools are used to sup-
port the early detection of diseases or during the COVID-19
crisis to offer an overview about a country’s status in the pan-
demic (Ajah & Nweke, 2019, p. 23).

Also in our daily life, we get in touch with BDA even
though we might not notice it at first. When watching Net-
flix, we value the highly ranked recommendation system that
suggests new movies and series to watch — this is possible be-
cause of BDA (Lycett, 2013). When driving with our car, we
value to have real-time information on traffic — this is pos-
sible because of BDA (Ajah & Nweke, 2019, p. 25). When
shopping online, we value that stores can predict what we
want — before we even know it (Ajah & Nweke, 2019, p. 25).

This thesis has focused on implications for companies
when implementing BDA in their work. But one should not
forget — big data is not just some company advancement
project; it is impacting peoples’ lives.
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Effects of Internal Auditing on the Quality of Financial Reporting — A Critical Analysis

Auswirkungen der internen Revision auf die Qualitdt der Rechnungslegung — Eine
kritische Analyse
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Abstract

In order to uncover the weaknesses in corporate governance revealed by both accounting scandals and the financial crisis,
one possible solution is for internal auditing, as a process-independent in-house auditing institution, to continuously monitor
and improve the effectiveness of measures taken within the framework of governance and risk management. In addition
to presenting both definitional basics and the normative and conceptual framework, this paper critically analyzes whether
and to what extent internal auditing has an impact on the quality of financial reporting and how it should be designed in
order to optimally fulfill its mandate to the respective company management. As a result, a high-quality internal audit, as
one of the four pillars of corporate governance, can represent a significant success factor in reducing earnings management,
uncovering accounting manipulation and, thus, avoiding accounting scandals. The decisive factor for positively influencing
financial reporting is the consideration of the key drivers of internal audit quality as well as the alignment of audit procedures
with predefined frameworks.

Zusammenfassung

Um die sowohl von Bilanzskandalen als auch der Finanzkrise aufgedeckten Schwichen in der Corporate Governance rechtzeitig
unternehmensintern aufzudecken, soll als eine mogliche Losung die Interne Revision als prozessunabhéngige Priifungsinsti-
tution die im Rahmen der Governance und des Risikomanagements getroffenen Mafnahmen hinsichtlich ihrer Wirksamkeit
laufend iiberwachen und verbessern. Nebst der Darstellung definitorischer Grundlagen und des normativen sowie konzeptio-
nellen Rahmens wird in dieser Arbeit kritisch analysiert, ob und inwiefern die Interne Revision Auswirkungen auf die Qualitat
der Rechnungslegung hat und wie diese ausgestaltet sein sollte, um ihrem Auftrag gegentiiber der jeweiligen Unternehmens-
fiihrung optimal gerecht zu werden. Im Ergebnis kann festgehalten werden, dass eine qualitativ hochwertige Interne Revision,
als einer von vier Grundpfeilern der Corporate Governance, einen wesentlichen Erfolgsfaktor zur Reduktion von Bilanzpolitik,
zur Aufdeckung von Bilanzmanipulationen und somit zur Vermeidung von Bilanzskandalen darstellen kann. Entscheidend
fiir die positive Einflussnahme auf die Rechnungslegung ist die Beriicksichtigung der wesentlichen Treiber der Qualitat der
Internen Revision sowie die Orientierung der Priifungshandlungen an vorgegebenen Rahmenwerken.

Keywords: Interne Revision; Corporate Governance; Rechnungslegungsqualitét; Bilanzpolitik.

1. Einleitung des Risikomanagements wurde seit mehreren S&P 500” Un-
ternehmenszusammenbriichen und den damit verbundenen

Das Bewusstsein fiir die Legitimitdt und Relevanz der . . .
& regulatorischen Anpassungen geschaffen.’ Bei zahlreichen

Internen Revision als Teil der Corporate Governance' und

2Der Aktienindex S&P 500 umfasst die Aktien der groRten bérsennotier-

1 Unter Corporate Governance wird der rechtliche und faktische Ord- ten US-amerikanischen Unternehmen.
nungsrahmen fiir die Leitung und Uberwachung eines Unternehmens ver- 3Vgl. Bajra und Cadez (2018, S. 152); Behrend und Eulerich (2019, S.
standen.“ DCGK (Hrsg.) (2019), S. 2.Weiterfiihrend hierzu: Mallin (2019, 104); Davidson, Goodwin-Stewart und Kent (2005, S. 242); Holscher und
S. 17-27). Rosenthal (2007, S. 9).
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Bilanzskandalen der Vergangenheit haben mehrere der von
Unternehmen eingerichteten MaRnahmen im Zuge der Cor-
porate Governance gleichzeitig versagt.* Um die sowohl
von Bilanzskandalen als auch der Finanzkrise aufgedeckten
Schwaichen in der Corporate Governance rechtzeitig unter-
nehmensintern aufzudecken, soll als eine mégliche Losung
die Interne Revision als prozessunabhéngige Priifungsinsti-
tution die im Rahmen der Governance und des Risikoma-
nagements getroffenen Mafinahmen hinsichtlich ihrer Wirk-
samkeit laufend iiberwachen und verbessern.” Im Rahmen
dieser Masterarbeit soll kritisch analysiert werden, ob und in-
wiefern die Interne Revision Auswirkungen auf die Qualitét
der Rechnungslegung hat. Es stellt sich die Frage, ob und in-
wiefern Bilanzskandale durch eine qualitativ hochwertige In-
terne Revision verhindert oder vorzeitig aufgedeckt werden
konnen. Zudem gilt es zu kldren, wie eine Interne Revision
ausgestaltet sein sollte, damit diese ihrem Auftrag gegen-
iiber der jeweiligen Unternehmensfithrung optimal gerecht
werden kann. Zur Klarung dieser Ausgangsfragen erfolgt ein-
gangs eine Darstellung der definitorischen Grundlagen sowie
des normativen und konzeptionellen Rahmens der Internen
Revision. Im Anschluss werden die normativen und kon-
zeptionellen Grundlagen der Rechnungslegung dargelegt.
Zudem erfolgt eine Einfiihrung in Rechnungslegungspolitik
und -qualitat. Im Anschluss wird mittels Betrachtung sowohl
nationaler als auch internationaler wissenschaftlicher Lite-
ratur erldutert, ob und inwiefern die Interne Revision einen
Einfluss auf die Qualitdt der Rechnungslegung hat und wel-
che Faktoren diesen determinieren. Eine kritische Wiirdigung
der Thematik sowie ein Fazit schliefen diese Masterarbeit
ab.

2. Interne Revision

2.1. Definitorische Grundlage

Jedes Unternehmen verfolgt in seinem téglichen Bestre-
ben selbst gesetzte Ziele und kann bei deren Verfolgung
auf Hindernisse stol3en, die der Erreichung der gesetzten
Ziele im Wege stehen.” Diese Hindernisse schaffen Risi-
ken, die von den Unternehmen erkannt, analysiert und mit
entsprechender Reaktion angegangen werden miissen. Zur
Minimierung von Risiken stehen den Unternehmen diverse
Methoden zur Verfiigung. Abgesehen von Uberwachungspro-
zessen und Risikomanagementsystemen zéhlt insbesondere
die Einrichtung eines Internen Kontrollsystems (IKS)” zu
den wesentlichen Manahmen. Wie die nachfolgend aufge-
fiilhrten Definitionen darstellen, setzt die Interne Revision
genau an dieser Stelle an, indem sie die Wirksamkeit der
von Unternehmen eingerichteten Mafnahmen zur Redukti-
on und friihzeitigen Erkennung von Risiken tiberwacht und
verbessert. Zudem dient die Interne Revision der Reduktion

4Vgl. Bantleon et al. (2017, S. 684); ECIIA and FERMA (2014, S. 5);
Kirkpatrick (2009, S. 2-3).

5Vgl. DIIR (Hrsg.) (2020b, S. 3); Kirkpatrick (2009, S. 20 & 23).

6Vgl. hier und im Folgenden Anderson und Eubanks (2015, S. 1).

7Weiterfiihrend zum IKS Hamacher (2015, S. 25-29).
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von Informationsasymmetrien und Interessenkonflikten wie
sie gemald der Prinzipal-Agenten-Theorie in Unternehmen
hiufig zu finden sind.® Da die wissenschaftliche Literatur fiir
die Darstellung der Aufgaben der Internen Revision keine
einheitliche Definition bietet, wird im Folgenden eine Aus-
wahl der géngigsten Definitionen aufgefiihrt. Von groller
Bedeutung ist die deutsche Ubersetzung der Definition des
International Professional Practices Framework (IPPF) des
Institute of Internal Auditors (ITA) als internationale Ver-
tretung des Berufsstandes, da diese als Selbstverstédndnis
interpretiert werden kann. Sie kann zudem als definitorische
Grundlage der Aufgaben und Tétigkeitsfelder der Internen
Revision interpretiert werden. Das IIA definiert die Interne
Revision als Institution, die ,unabhingige und objektive’
Priifungs- und Beratungsdienstleistungen [erbringt — Anm.
d. Verf.], welche darauf ausgerichtet sind, Mehrwerte zu
schaffen und die Geschéftsprozesse zu verbessern. Sie un-
terstiitzt die Organisation bei der Erreichung ihrer Ziele,
indem sie mit einem systematischen und zielgerichteten An-
satz die Effektivitdt des Risikomanagements, der Kontrollen
und der Fiihrungs- und Uberwachungsprozesse bewertet
und diese verbessern hilft“.'° Eine dhnliche Definition stellt
das Institut der Wirtschaftspriifer e. V. IDW) bereit, denn
gemil dessen ,[umfassen — Anm. d. Verf.] Ziele und Aufga-
benbereich der Internen Revision (...) i.d.R. Priifungs- und
Beratungstétigkeiten, die dazu konzipiert sind, die Wirksam-
keit der Uberwachungsprozesse, des Risikomanagements
und des Internen Kontrollsystems der Einheit zu beurteilen
und zu verbessern“.!! Das IDW betont im Zuge der weiteren
Ausfiihrungen des Priifungsstandards, dass unter anderem
Risikopotenziale identifiziert, die Wirksamkeit getroffener
MafBnahmen beurteilt, Verbesserungsempfehlungen ausge-
sprochen sowie Wirtschaftlichkeit, Effizienz und Wirksamkeit
der laufenden Geschiftstitigkeit bewertet werden sollen.'?
AuBerdem gehort die Untersuchung finanzieller und betrieb-
licher Informationen sowie die Uberwachung der Einhaltung
von Rechtsnormen geméal} dem Verstdndnis des IDW zum
Aufgabengebiet der Internen Revision. Eine weiterfiihrende
und deutlich detailliertere Definition bietet der IDW durch
den Priifungsstandard IDW PS 321, demnach ,unter der
[eigenstdndigen organisatorischen Einheit, genannt Interne
Revision, — Anm. d. Verf.] (...) eine unternehmenseigene
prozessunabhéingige, priifende, beurteilende und beratende
Titigkeit verstanden [wird — Anm. d. Verf.], die innerhalb
eines Unternehmens oder Konzerns durchgefiihrt wird. Sie
unterstiitzt das (Mutter-)Unternehmen bei der Erreichung
seiner unternehmerischen Ziele. Dazu bewertet sie mit einem
systematischen und zielgerichteten Ansatz die Wirksamkeit
des Risikomanagementsystems, des Steuerungs- und Uber-
wachungssystems einschlief8lich der Kontrollen und hilft

8Weiterfithrend zur Prinzipal-Agenten-Theorie im Zusammenhang mit
der Internen Revision siehe Eulerich und Velte (2013, S. 146-147 & 150).
9Weiterfithrend zur Definition von Unabh#ngigkeit und Objektivitit der
Internen Revision siehe DIIR (Hrsg.) (2018), S. 24.
10DIIR (Hrsg.) (2018), S. 13.
111SA [DE] 610.A1 (Revised 2013).
12vgl. hier und im Folgenden ISA [DE] 610.A1 (Revised 2013).
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diese zu verbessern. Insbesondere umfasst die Funktion der
internen Revision die Untersuchung, Bewertung und Uber-
wachung der Angemessenheit und Wirksamkeit des internen
Kontrollsystems einschlie8lich des Rechnungslegungssys-
tems (...) und der in diesem System ablaufenden Prozes-
se“.!® Die nachfolgende Abbildung veranschaulicht den im
Rahmen der definitorischen Grundlagen dargestellten Auf-
gabenbereich der Internen Revision.

Die Abbildung illustriert, welche Aufgaben in den Zu-
standigkeitsbereich der Internen Revision fallen und welche
Tatigkeiten klar von der Internen Revision abgegrenzt sein
sollten. Hierbei wird deutlich, dass klassische Assurance-
Aufgaben in den Kerntétigkeitsbereich gehoren, wohingegen
beratende Aktivitdten eher eine untergeordnete Rolle spielen
und alle dariiberhinausgehende Verantwortung eindeutig bei
der Unternehmensleitung bleiben sollte.'* Die Interne Revi-
sion bildet als objektive, unabhédngige und unternehmensin-
terne Institution einen integralen Bestandteil der Uberwa-
chung des Governance- und Risikomanagementsystems von
Unternehmen.'® Die Ergebnisse der durchgefiihrten Prii-
fungstatigkeiten sowie daraus abgeleitete Handlungsemp-
fehlungen werden in der Regel direkt an die Unternehmens-
fiihrung gemeldet. Die Einordnung der Internen Revision
in den gesamtunternehmerischen Kontext kann auf Basis
von Rahmenwerken und Modellen vorgenommen werden.
Zwei wesentliche Ansitze, auf die sich die wissenschaftliche
Literatur bezieht, sind das COSO Internal Control — Inte-
grated Framework und das Three Lines of Defense Modell.
Das COSO Internal Control — Integrated Framework ist das
bis dato am héaufigsten verwendete Rahmenwerk fiir die Im-
plementierung eines internen Kontrollsystems und besteht
aus flinf IKS Komponenten und 17 Grundsétzen, wie diese
Komponenten miteinander verbunden sind.'® In der Regel
arbeiten beziiglich des Risikomanagements unterschiedli-
che Fachabteilungen eines Unternehmens zusammen und
die anfallenden Aufgaben der im Rahmen des IKS imple-
mentierten Kontrollen miissen koordiniert und iiberwacht
werden, um die Funktionsfahigkeit sicherzustellen.'” Als ein
sehr verbreitetes und effizientes Modell zur Koordination
des Risikomanagements hat sich das Three Lines of Defense
Model bewahrt, das im Bankenwesen sogar verpflichtend
anzuwenden ist.'® Die Relevanz und Akzeptanz des Three
Line of Defense Modells konnen anhand der Rezeption und
Bezugnahme durch zahlreiche Standardsetzer hergeleitet
werden.'? Das Modell bietet einen effizienten und systema-
tischen Ansatz zur Koordination der anfallenden Aufgaben,
bestehend aus drei voneinander unabhingigen®’ Verteidi-

131DW PS 321.1.

14ygl. TIA (2009, S. 4-6).

15Vgl. hier und im Folgenden DIIR (Hrsg.) (20204, S. 6).

16Vgl. Anderson und Eubanks (2015, S. 13); ECIIA and FERMA (2011, S.
15).

17ygl. TIA (2013b, S. 1).

18Vgl. Bantleon et al. (2021, S. 59); Bantleon et al. (2017, S. 683).

YEine Auflistung der Bezugnahmen von Standardsetzern beziiglich des
Three Line of Defense Modells finden sich unter Bantleon et al. (2017, S.
685).

2Dje Auffassung inwiefern die Aufgaben der Verteidigungslinien vonein-
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gungslinien.?! Jede Verteidigungslinie spielt eine separate
Rolle in der Uberwachung des Risikomanagement- und Kon-
trollumfeldes von Unternehmen. Das Three Lines of Defense
Modell verhindert im optimalen Fall die doppelte Ausfiihrung
gleicher Aufgaben durch die Regelung klarer Verantwortlich-
keiten mit deutlich abgegrenzten Tatigkeitsbereichen und
zudem das Ubersehen von Kontrollliicken und bedeutsamen
Risiken.?” Der Standardsetzer COSO hat das von zahlreichen
Standardsetzern adaptierte Three Lines of Defense Modell
in der neuesten Uberarbeitung des COSO Internal Control —
Integrated Framework allerdings nicht beriicksichtigt.?*

2.2. Normativer und konzeptioneller Rahmen

Abgesehen von Ausnahmen in spezifischen Branchen?*
liegt keine Rechtsnorm vor, die deutsche Unternehmen ex-
plizit dazu verpflichtet, eine Interne Revision als Institution
einzurichten.?® Dennoch finden sich in den deutschen, euro-
péischen und internationalen Rechtsquellen zahlreiche Pas-
sagen, aus denen sowohl die Legitimation der Internen Re-
vision als auch die Einordung in das Corporate-Governance-
System hergeleitet werden kann. Zur besseren Ubersicht wer-
den in der nachfolgenden Abbildung die im Rahmen dieses
Kapitels erlduterten Normen grafisch dargestellt.*°

Regelungen beziiglich der Internen Revision beziehen
sich in den deutschen Normen insbesondere auf die Ge-
schiftsleitung bzw. den Vorstand sowie dessen Kontrollgre-
mium, also den Aufsichtsrat.?” Allem voran ist die Erginzung
des Aktiengesetzes um § 91 Abs. 2 AktG zu nennen, genauer
durch den Erlass des Gesetzes zur Kontrolle und Transparenz
im Unternehmensbereich (KonTraG) im Jahr 1998.2°% Ziel
dieses Artikelgesetzes’” mit Anderungen sowohl im Han-
delsrecht als auch im Aktiengesetz ist die Verbesserung der
Corporate Governance in deutschen Unternehmen.* GemaR
§ 91 Abs. 2 AktG hat ,der Vorstand [von Aktiengesellschaf-
ten — Anm. d. Verf.] (...) geeignete Manahmen zu treffen,

ander abgegrenzt und unabhéingig sein miissen variiert in der vorhandenen
Literatur. Einigkeit besteht aber dariiber, dass die jeweilige Abgrenzung der
Zustandigkeiten und Tatigkeitsfelder der Verteidigungslinien klar kommuni-
ziert sein muss.Siehe hierzu beispielsweise DIIR (Hrsg.) (2020b, S. 3).

21Vgl. hier und im Folgenden IIA (20134, S. 1).

22Weiterfiihrend zur Definition bedeutsamer Risiken siehe IDW PS 261.65-
67.

23ygl. Bantleon et al. (2017, S. 686).

2*Eine gesetzliche Verpflichtung zur Einrichtung einer Internen Revision
besteht fiir Kreditinstitute gemafR §25a Abs. 1 Satz 3 Nr. 3 KWG und fiir Ver-
sicherungsunternehmen gemaf §64a Abs. 1 Satz 4 Nr. 4 VAG.Weiterfiihrend
iiber Notwendigkeit der Internen Revision in Kredit- und Finanzdienstleis-
tungsunternehmen siehe BaFin (Hrsg.) (2017), AT 4.4.3 und fiir Versiche-
rungsunternehmen BaFin (Hrsg.) (2017), TZ 9.4.Da es sich bei Kreditinsti-
tuten und Versicherungsunternehmen um besondere Geschéftsmodelle han-
delt, werden diese nur der Vollstdndigkeit halber erwdhnt, aber im Rahmen
der Arbeit nicht naher betrachtet.

25ygl. Berwanger und Kullmann (2012, S. 89); Hamacher (2015, S. 17 &
19); Marten, Quick und Ruhnke (2015, S. 27).

26Der Fokus der Ausfiihrungen dieses Kapitels liegt auf den wesentlichen
Normen, die Aufzéhlung ist nicht vollzdhlig.

27Vgl. Hamacher (2015, S. 18).

28Vgl. Art. 1 Nr. 9 Buchstabe ¢) KonTraG.

29Ein Artikelgesetz andert zeitgleich unterschiedliche Gesetze.

30vgl. Wengert und Schittenhelm (2013, S. 9).
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in regard to ERM
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Legitimate intemal audit
roles with safeguards

Abbildung 1: Aufgabenbereich der Internen Revision

Quelle: Florea und Florea (2009, S. 76).

insbesondere ein Uberwachungssystem einzurichten, damit
den Fortbestand der Gesellschaft gefidhrdende Entwicklun-
gen friih erkannt werden“.?! Die durch den Vorstand gemaf
§ 91 Abs. 2 AktG durchzufiihrenden MaRnahmen werden als
Risikofritherkennungssystem® bezeichnet und untergliedern
sich zum einen in die Etablierung von MaSnahmen, um Risi-
ken friihzeitig zu erkennen, und zum anderen in die Uberprii-
fung, ob entsprechende Regelungen eingehalten wurden.>”
Eine Konkretisierung der bestandgefdhrdenden Risiken und
Ausgestaltung des geforderten Uberwachungssystems wird
im Rahmen der gesetzlichen Regelung nicht vorgenommen.
Die Intention der Gesetzgebung wird erst durch die Regie-
rungsbegriindung zum Gesetzesentwurf deutlicher hervor-
gehoben, denn durch den Erlass des § 91 Abs. 2 AktG soll
,die Verpflichtung des Vorstands, fiir ein angemessenes Ri-
sikomanagement und fiir eine angemessene interne Revisi-
on zu sorgen, (...) verdeutlicht werden“.>* Zudem prizi-
siert die Regierungsbegriindung, dass die Regelungen des
§ 91 Abs. 2 AktG unter bestimmten Voraussetzungen auch
fir Unternehmen anderer Rechtsformen® Ausstrahlungs-

31891 Abs. 2 AktG.

32 GemaR IDW PS 340 n.E umfasst das Risikofriiherkennungssystem: Risi-
kokultur, Ziele und Organisation der Manahmen, Risikoidentifikation, Ri-
sikobewertung, Risikosteuerung, Risikokommunikation, Uberwachung und
Verbesserung.

33Vgl. Hamacher (2015, S. 19).

34Deutscher Bundestag (1998), S. 15.

35Gemeint ist hiermit insbesondere die Rechtsform der GmbH. Zum einen

wirkung entfalten.’® GemiR § 317 Abs. 4 HGB®’ ist das von
bérsennotierten Aktiengesellschaften eingerichtete Uberwa-
chungssystem von einem Abschlusspriifer’® daraufhin zu
beurteilen, ,,ob (...) die (...) obliegenden Manahmen in ei-
ner geeigneten Form getroffen [wurden — Anm. d. Verf.] und
ob das danach einzurichtende Uberwachungssystem seine
Aufgaben erfiillen kann“.>’ Der den gesetzlichen Priifungs-
auftrag préazisierende Priifungsstandard, IDW PS 340 n.E
weist auf die Notwendigkeit der unternehmensinternen und
prozessunabhingigen Uberwachung der Mafnahmen nach
§ 91 Abs. 2 AktG hin, mit Verweis auf eine potenziell vor-
handene Interne Revision und empfiehlt die Aufnahme der
Beschreibung der Aufgaben der Internen Revision in das Ri-
sikohandbuch*’.*! Der IDW PS 340 n.E zeigt auf, an welchen
MafBnahmen und Prozessen eine Interne Revision im Rah-
men eines Risikofritherkennungssystems beteiligt sein kann
und inwiefern diese fiir die Priifung relevante Erkenntnisse

wird in der Regierungsbegriindung festgehalten, dass fiir die Rechtsform der
GmbH nichts anderes gilt als in § 91 Abs. 2 AktG bestimmt ist (vgl. Deutscher
Bundestag (1998), S. 15) und zum anderen haben die Sorgfaltspflichten der
Geschaftsfithrung einer GmbH (vgl. §43 Abs. 1 GmbHG), denen des Vorstan-
des einer AG (vgl. §93 Abs. 1 Satz 1 AktG) zu entsprechen.

36Vgl. Deutscher Bundestag (1998), S. 15.

37Wurde durch den Beschluss des TransPuG im Jahr 2002 in Kraft gesetzt.

38 Weiterfiihrend zur Auswahl der Abschlusspriifer siehe §319 Abs. 1 HGB.

398317 Abs. 4 HGB.

40 Weiterfithrend zum Aufbau des Risikohandbuchs siehe Wengert und
Schittenhelm (2013, S. 16-18 & 89).

4lygl. IDW PS 340.A27 n.E; IDW PS 340.A30 n.E
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Management-Systems

Abbildung 2: Grafische Darstellung der einschldgigen Normen

Quelle: eigene Darstellung.

liefern kann.** Es ist ersichtlich, dass die Interne Revision,
wenn vorhanden, ein zentrales Element des Risikofriiher-
kennungssystems bildet. Geméal? Priifungsstandards des IDW
konnen Wirtschaftspriifer im Rahmen der Jahresabschluss-
priifung®® Arbeiten bzw. Ergebnisse der Internen Revision
eines Unternehmens verwerten, wenn dessen Wirksamkeit
als positiv eingeschétzt wird.** Fiir die Vornahme dieser Ein-
schitzung sieht IDW PS 321%° die folgenden vier Kriterien

42Vgl. hier und im Folgenden IDW PS 340.35 n.E; IDW PS 340.A27 n.E;
IDW PS 340.A37 n.E; IDW PS 340.A45 n.E; IDW PS 340.A48 n.E; IDW PS
340.A50 n.E

4Die Pflicht zur Priifung des Jahresabschlusses ergibt sich gemif §316
HGB.

4vgl. IDW PS 321.11-17.

4In Deutschland wird fiir die Priifung von Berichtszeitriumen die nach

vor, gemdl derer die Abschlusspriifer die organisatorische
Einordnung, den Umfang der Tatigkeit, die fachliche Kompe-
tenz und die berufliche Sorgfalt einschitzen sollen.*®

Da derzeit keine expliziten gesetzlichen Vorgaben zur
Ausgestaltung der Internen Revision existieren, konnen so-
wohl die IDW PS als auch die darin enthaltenen Verweise
auf entsprechende Rahmenwerke als Orientierung heran-
gezogen werden. Regelungen zur freiwilligen Priifung des
Internen Revisionssystems finden sich in IDW PS 983, der

dem 15.12.2021 beginnen, von IDW PS 321 auf ISA [DE] 610 (Revised
2013) iibergangen, wodurch sich jedoch keine neuen Anforderungen fiir
den Abschlusspriifer ergeben.Vgl. ISA [DE] 610 (Revised 2013), S. 1; Wirt-
schaftspriiferkammer (WPK) (Hrsg.) (2020, S. 1).

46yg], IDW PS 321.17.
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insbesondere auf die Relevanz der verbindlichen Elemente*’
des International Professional Practices Framework (IPPF)
des Institute of Internal Auditors (ITA), als international an-
erkanntes Rahmenwerk fiir die berufliche Praxis der internen
Revision, verweist.*® Das IPPF ist demnach das konzeptio-
nelle Rahmenwerk der internen Revision und enthalt sowohl
verbindliche Leitlinien als auch Empfehlungen fiir die beruf-
liche Praxis der Internen Revision.*” Zwar muss sich nicht
zwingend an diesen Regelungen orientiert werden, aber die
Mitglieder des IIA sowie assoziierte Verbdnde haben sich
sowohl dem IPPF als Rahmenwerk als auch den vom IIA her-
ausgegebenen International Standards for the Professional
Practice of Internal Auditing verpflichtet.”® Auch die Einhal-
tung der vom Deutschen Institut fiir Interne Revision e. V.
(DIIR)"!, als Vertretung des deutschen Berufsstandes der In-
ternen Revision, veroffentlichten Revisionsstandards Nr. 1-5
sind insbesondere auf nationaler Ebene dringend empfohlen,
allerdings werden diese auf internationaler Ebene eher als
praktische Empfehlung angesehen.>?

Regelungen beziiglich der Internen Revision, in Verbin-
dung mit dem Aufsichtsrat, finden sich zudem in dem als
unternehmerischer Verhaltenskodex ins Leben gerufenen
Deutschen Corporate Governance Kodex (DCGK). ,Sowohl
die Regelungen des Gesetzgebers als auch die Richtlinien
fiir gute Corporate Governance haben das gemeinsame Ziel,
die Transparenz fiir die Investoren zu erh6hen, die Interes-
sen der Stakeholder angemessen zu beriicksichtigen und die
Rolle des Aufsichtsrates zu stirken.“>® In klassischen Aktien-
gesellschaften sind mit dem Corporate Governance Manage-
ment die Unternehmensfiihrung sowie, in kontrollierender
Funktion, Vorstand und Aufsichtsrat betraut. Gemal$ Pradam-
bel des DCGK ,enthélt [dieser — Anm.d.Verf.] Grundsétze,
Empfehlungen und Anregungen fiir den Vorstand und den
Aufsichtsrat, die dazu beitragen sollen, dass die Gesellschaft
im Unternehmensinteresse gefiihrt wird, (...) unter Beriick-
sichtigung der Belange der Aktiondre, der Belegschaft und
der sonstigen mit dem Unternehmen verbundenen Gruppen
(...)“>* Eine gesetzliche Verpflichtung zur Einhaltung der
Empfehlungen des DCGK gibt es nicht, allerdings sind bor-
sennotierte Unternehmen gemafd § 161 AktG zu einer jahrli-
chen Entsprechenserklarung verpflichtet.>® In dieser miissen
sie darstellen, inwieweit den Empfehlungen im Geschifts-
jahr entsprochen wurde bzw. im folgenden Geschéftsjahr
entsprochen wird und mit einschlédgiger Erlauterung, welche
nicht angewendet wurden bzw. werden. GemaR Empfehlung
des DCGK soll durch den Aufsichtsrat ein Priifungsausschuss
eingerichtet werden, der sich mit ,der Priifung der Rech-

47vgl. IDW PS 983.11; IDW PS 983.12; IDW PS 983.27.

48vgl. IDW PS 983.2; IDW PS 983.11.

49Vgl. DIIR (Hrsg.) (2018), S. 7-8.

50ygl. DIIR (Hrsg.) (2011, S. 4).

SIWeiterfithrend zum DIIR siehe Berwanger und Kullmann (2012, S. 29-
31).

52vgl. Bungartz (2021, S. 1).

53Welge und Eulerich (2014, S. 2).

S4DCGK (Hrsg.) (2019), S. 2.

55Vgl. hier und im Folgenden §161 Abs. 1 AktG.
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nungslegung, der Uberwachung des Rechnungslegungspro-
zesses, der Wirksamkeit des internen Kontrollsystems, des
Risikomanagementsystems und des internen Revisionssys-
tems sowie der Abschlusspriifung und der Compliance be-
fasst“.>® Diese Empfehlung kniipft an das Wahlrecht gemaR
§ 107 Abs. 3 Satz 2 AktG an, demnach kann der Aufsichtsrat
aus seiner Mitte einen Priifungsausschuss bestellen, der unter
anderem mit der Uberwachung der Wirksamkeit des Internen
Revisionssystems betraut ist.”” Sollte auf die Bestellung eines
Priifungsausschusses verzichtet werden, muss der Aufsichts-
rat diese Aufgabe selbst wahrnehmen. Die ausdriickliche
Nennung der Internen Revision im Gesetzeswortlaut signa-
lisiert den Aufsichtsrdten die Erwartung der Gesetzgebung,
dass in entsprechenden Unternehmen eine Interne Revision
vorhanden ist.>® Auch die von der Européischen Union erlas-
sene 8. EU-Richtlinie verweist auf die Aufgabe des Priifungs-
ausschusses, die Wirksamkeit eines vorhandenen Internen
Revisionssystems zu {iberwachen, bleibt allerdings, sowohl
in der urspriinglichen Fassung als auch in der iiberarbeiteten
Version einer detaillierteren Ausfiihrung, wie diese Uberwa-
chung ausgefiihrt werden soll, schuldig.”® Allerdings haben
die europdischen berufsstindischen Verbande, Federation
of European Risk Management Associations (FERMA) und
European Confederation of Institutes of Internal Auditing
(ECIIA), im Rahmen einer gemeinsamen Richtline die Frage
der Umsetzung der Uberwachung des Internen Revisionssys-
tems durch den Priifungsausschuss niher konkretisiert.®® Zu
nennen ist ebenfalls der im Jahr 2002 in den USA implemen-
tierte Sarbanes-Oxley Act of 2002 (SOX), mit Gultigkeit fiir
alle Unternehmen, die den dortigen Kapitalmarkt nutzen.
Somit haben die darin beschlossenen Regelungen auch fiir
deutsche Unternehmen, ,deren Aktien an US-Borsen oder
aulBerborslich in den USA gehandelt oder angeboten werden
und die der Aufsicht der Securities and Exchange Commissi-
on (SEC) unterstehen“®!, Relevanz. Auch der Sarbanes-Oxley
Act of 2002 enthélt Regelungen beziiglich des Priifungsaus-
schusses und der Internen Revision. So verweist insbesonde-
re der Abschnitt 404 auf die Notwendigkeit eines internen
Kontrollsystems sowie die unternehmensinterne Beurteilung
der Funktionsfihigkeit des internen Kontrollsystems.®? Der
Abschnitt 301 empfiehlt die Einrichtung eines Priifungsaus-
schusses und auch wenn es nicht explizit erwdhnt, ist sich
die wissenschaftliche Literatur einig, dass der Priifungsaus-
schuss auch gemiR dieser Vorschrift fiir die Uberwachung
der Wirksamkeit der Internen Revision zustindig ist.°> Abge-
sehen von den vorab aufgefiihrten normativen Regelungen

SDCGK (Hrsg.) (2019), S. 10.

57yigl. hier und im Folgenden §107 Abs. 3 Satz 2 AktG.

58Vgl. Amling und Bantleon (2007, S. 17); Eulerich und Velte (2013, S.
146).

59Vgl. Bantleon et al. (2017, S.684); Europdisches Parlament und Rat der
EU (Hrsg.) (2006), Art. 41 Abs. 2 b); Europiisches Parlament und Rat der
EU (Hrsg.) (2014a), Art. 39 Abs. 6 c).

S0Weiterfiihrend hierzu siehe ECIIA and FERMA (2014, S. 7-13).

61Heinzelmann (2020, S. 1).

62ygl. SOX (2002), Sec. 404.

63Vgl. Berwanger und Kullmann (2012, S. 163-164); SOX (2002), Sec.
301.



1248

spielen insbesondere die intern von Unternehmen festge-
legten Vorschriften eine grof3e Rolle fiir die Ausgestaltung
und Tatigkeit der Internen Revision, da diese Richtlinien
und Handlungsanweisungen als Grundlage fiir die operative
Revisionsarbeit gelten.®*

3. Rechnungslegung

3.1. Normativer und konzeptioneller Rahmen

Der Begriff Rechnungslegung definiert insbesondere die
,gesetzliche oder freiwillige Ubermittlung unternehmensbe-
zogener Informationen (...) an Stakeholder eines Unterneh-
mens“> und wird in Deutschland priméir durch das Han-
delsgesetzbuch (HGB) geregelt. Die zur Verfiigung gestellten
Informationen basieren im Wesentlichen auf im Rahmen des
betrieblichen Rechnungswesens ermittelten Werten, wobei
das betriebliche Rechnungswesen verschiedene Funktionen
umfasst.°® Durch die mengen- und wertméRige Erfassung al-
ler in Unternehmen auftretenden Finanz- und Leistungsstro-
me wird der Dokumentations- und Uberwachungsfunktion
nachgekommen. Die Dispositionsfunktion kann erfiillt wer-
den, da mittels des betrieblichen Rechnungswesens eine Un-
ternehmensplanung und Wirtschaftlichkeitskontrolle durch
Vergleiche von Bestands- und Erfolgsgrofen ermdglicht wer-
den. Die Aufbereitung und Darstellung der Vermogens-,
Finanz- und Ertragslage gegeniiber internen und externen
Adressaten erfiillt die Rechenschaftslegungs- und Informati-
onsfunktion. Der Umfang und Inhalt der von Unternehmen
veroffentlichten Unterlagen variiert stark und ist abhéngig
von der Gesellschaftsform®”, UnternehmensgréRe®®, Bran-
che sowie der von Unternehmen verfolgten Publizitatspoli-
tik. Bei der unternehmerischen Publizitatspolitik soll mittels
der freiwilligen Bereitstellung von Zusatzinformationen zum
Jahresabschluss die Meinungsbildung beziehungsweise die
Verhaltensweise externer Abschlussadressaten zugunsten des
Unternehmens beeinflusst werden.®” Der handelsrechtliche
Jahresabschluss von Unternehmen hat eine Informations-
und Ausschiittungsfunktion sowie bedingt durch die Mal3-
geblichkeit der Handelsbilanz fiir die Steuerbilanz’® auch
eine Steuerbemessungsfunktion.”! Dahingegen gilt die we-
sentliche Funktion des Abschlusses nach international an-
erkannten Rechnungslegungsnormen, wie der International
Financial Reporting Standards (IFRS) bzw. vormals Inter-
national Accounting Standrads (IAS), insbesondere der In-
formationsfunktion.” Dementsprechend ist die Normierung

64vgl. Berwanger und Kullmann (2012, S. 91-92).

65Freidank und Velte (2013, S. 4).

66Vgl. hier und im Folgenden Freidank und Velte (2013, S. 3-4).

7Weiterfiihrend zu Charakteristika der Grundtypen privatrechtlicher Un-
ternehmensformen siehe Freidank und Velte (2013, S. 7-12).

%8Die GroRenkriterien finden sich fiir Kleinstkapitalgesellschaften in
§267a HGB und fiir kleine bis groe Kapitalgesellschaften in §267 HGB.

9vgl. Kiiting und Weber (2015, S. 34); Coenenberg, Haller und Schultze
(2018, S. 1374-1375).

70vgl. §5 Abs. 1 Satz 1 EstG.

71Vgl. Coenenberg et al. (2018, S. 18-24 & 1024); Pfaff und Ising (2010,
S. 293).

72ygl. Kiiting und Weber (2015, S. 35).
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der Rechnungslegung aus handels-, steuerrechtlicher und
internationaler Sicht zu differenzieren.

Je nach Unternehmensgrof3e, -form und Branche umfas-
sen die gesetzlich geforderten Jahresabschlussunterlagen Bi-
lanz, Gewinn- und Verlustrechnung, Anhang, Eigenkapital-
spiegel, Kapitalflussrechnung, Segmentberichterstattung so-
wie Lagebericht und dariiber hinaus Veréffentlichungen oh-
ne gesetzliche Normierung wie beispielsweise Nachhaltig-
keitsberichte oder Aktionérsbriefe.”® Die Grundlage fiir die
Erstellung der unterschiedlichen Berichtselemente ist insbe-
sondere die Finanzbuchhaltung auf Basis der handelsrecht-
lichen”* Buchfiihrungspflicht.”> Letztere ergibt sich aus der
Verpflichtung, gemiR § 238 Abs. 1 HGB Biicher zu fiihren’®,
verbunden mit der Aufstellung des Inventars’’ sowie der Fer-
tigung des Jahresabschlusses’®, da diese Elemente miteinan-
der verkniipft sind und aufeinander aufbauen.”” Grundsétz-
lich haben Jahresabschliisse gemif} § 264 Abs. 2 HGB un-
ter der ,Beachtung der Grundsitze ordnungsmaRiger Buch-
fiihrung ein den tatsdchlichen Verhéltnissen entsprechendes
Bild der Vermégens-, Finanz- und Ertragslage (...) zu vermit-
teln“.? Das dritte Buch des Handelsgesetzbuches umfasst die
wesentlichen Normen zur handelsrechtlichen Rechnungsle-
gung und besitzt insbesondere Giiltigkeit®" fiir Einzelkaufleu-
te, Kapital- und Personenhandelsgesellschaften.®? Der erste
Abschnitt des HGB umfasst die allgemeinen Grundsétze und
Vorschriften zur Buchfithrung und der Erstellung des Jahres-
abschlusses. Der zweite Abschnitt beinhaltet ergdnzende Re-
gelungen fiir Kapitalgesellschaften, insbesondere beziiglich
des Jahresabschlusses, Lagebericht, Spezifizierung fiir Kon-
zerne, Priifung und Offenlegung. Der durch handelsrecht-
liche Rechnungslegungsnormen geforderte Inhalt und Um-
fang der Jahresabschlussunterlagen hdngt somit unmittel-
bar von der Rechtsform der Unternehmen ab. Die Grund-
sitze ordnungsmaélSiger Buchfithrung (GoB) sind obligato-
rische Regelungen zur Fiihrung der Handelsbiicher und Er-
stellung des Jahresabschlusses.®® Sie erginzen bestehende
Gesetze und finden insbesondere bei Gesetzesliicken oder
Auslegungssachverhalten Beriicksichtigung. Die GoB unter-
gliedern sich in Klarheit, Vollstindigkeit, Stetigkeit, Vorsicht,
Abgrenzung, Richtigkeit und Willkiirfreiheit.®* Fiir Konzern-

73Vgl. Freidank und Velte (2013, S. 4 & 14).

74Steuerrechtlich ergibt sich die Buchfiihrungspflicht originir gemaR §141
AO oder derivativ geméR §141 AO, steuerrechtliche Aspekte werden im Rah-
men dieser Arbeit nicht naher betrachtet.

75Vgl. Freidank und Velte (2013, S. 51).

76vgl. §238 Abs. 1 HGB.

77Vgl. §240 Abs. 1 & 2 HGB.

78Vgl. §242 Abs. 1 bis 3 HGB.

79Vgl. Freidank und Velte (2013, S. 51-53).

808264 Abs. 2 HGB.

81Das dritte Buch des HGB besitzt insbesondere mit den Regelungen der
Abschnitte drei bis fiinf, Giiltigkeit fiir Kreditinstitute, Versicherungsunter-
nehmen, Genossenschaften und Unternehmen nach dem Publizititsgesetz,
allerdings werden diese im Rahmen dieser Arbeit nicht néher betrachtet.

82ygl. hier und Folgenden Coenenberg et al. (2018, S. 25-55).

83Vgl. hier und im Folgenden Coenenberg et al. (2018, S. 38-46); Freidank
und Velte (2013, S. 295-309).

84\Weiterfithrend zu den GoB siehe Coenenberg et al. (2018, S. 38-46);
Freidank und Velte (2013, S. 295-309).
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abschliisse gilt es zudem, die Deutschen Rechnungslegungs-
standards (DRS), Interpretationen und Anwendungshinwei-
se des gemiR § 342 HGB®® tiitigen Deutschen Rechnungsle-
gungs Standards Committee (DRSC) zu beriicksichtigen.

Die wesentlichen internationalen Rechnungslegungsnor-
men sind beispielsweise die United States Generally Accep-
ted Accounting Principles (US-GAAP) und die International
Financial Reporting Standards. Auch fiir Jahresabschliisse,
die gemal} IFRS aufgestellt werden, gilt der Grundsatz, dass
,die Vermogens-, Finanz- und Ertragslage (...) eines Un-
ternehmens den tatsdchlichen Verhéltnissen entsprechend
[dargestellt werden soll — Anm. d. Verf.]“*°.5” GemiR § 24
des IASB Rahmenkonzeptes, haben Jahresabschliisse nach
IFRS zudem den Grundsitzen der Verstandlichkeit, Relevanz,
Verlasslichkeit und Vergleichbarkeit zu folgen.*® Insbesonde-
re kapitalmarktorientierte Konzernmuttergesellschaften mit
Sitz innerhalb der EU miissen seit dem Jahr 2005 ihren
Konzernabschluss nach den IFRS erstellen. Trotz des ein-
gerdumten Wahlrechts®” fiir nicht-kapitalmarktorientierte
Unternehmen, den Konzernabschluss nach IFRS zu erstel-
len, wahlt die iiberwiegende Mehrheit die Aufstellung des
Konzernabschlusses nach handelsrechtlichen Vorschriften.””
Grundsatzlich gilt, dass je nach zugrunde liegender Rech-
nungslegungsnorm sowie der gewahlten Auslegung von Er-
messenspielrdumen, Ansatz- und Bewertungswahlrechten im
Zuge der von Unternehmen verfolgten Rechnungslegungs-
politik, stark voneinander abweichende Unternehmensbilder
gezeigt werden koénnen.”’

3.2. Rechnungslegungspolitik und Earnings Management

Eine Teildisziplin der Unternehmenspolitik von Unter-
nehmen ist die Rechnungslegungspolitik, durch die unter
anderem mittels zweckorientierter, bilanzpolitischer Maf3-
nahmen iibergeordnete Unternehmensziele oder individu-
elle Ziele der Geschiftsfithrung verfolgt werden.”?> Die Bi-
lanzpolitik von Unternehmen umfasst im weitesten Sinne
ydie zielgerichtete Gestaltung der externen Rechnungsle-
gung durch das Management im Rahmen der Moglichkeiten,
die unter Einhaltung der Regeln des jeweils zur Anwen-
dung kommenden Normensystem bestehen®.”® Mittels der
zur Verfiigung gestellten Informationen sollen dem Unter-
nehmensziel dienliche Effekte bewirkt werden, indem Sta-
keholder ihr Verhalten auf Basis der Erkenntnisse aus dem
Jahresabschluss ausrichten.”* Je nach Unternehmensgro-
Re, -form und Branche umfassen die gesetzlich geforderten

85vgl. §342 HGB.

861AS 1.15.

87Vgl. IAS 1.15; §46 IASB Rahmenkonzept.

88vgl. §24 IASB Rahmenkonzept.

89vgl. §315e Abs. 3 HGB.

90v¢l. hier und im Folgenden Freidank und Velte (2013, S. 263-266); Kii-
ting und Weber (2015, S. 16-23).

91ygl. Kiiting und Weber (2015, S. 18); Pfaff und Ising (2010, S. 292-293).

92ygl. Freidank und Velte (2013, S. 13-14); Ismael und Kamel (2021, S.
951); Kiiting und Weber (2015, S. 33).

93 Coenenberg et al. (2018, S. 1023).

94ygl. Coenenberg et al. (2018, S. 1024); Kiiting und Weber (2015, S. 33).

1249

Jahresabschlussunterlagen Bilanz, Gewinn- und Verlustrech-
nung, Anhang, Eigenkapitalspiegel, Kapitalflussrechnung,
Segmentberichterstattung sowie Lagebericht.”® Dariiber hin-
aus konnen Verdffentlichungen ohne gesetzliche Normierung
wie beispielsweise Nachhaltigkeitsberichte, Aktionérsbriefe
oder Pressemitteilungen der Rechnungslegungspolitik von
Unternehmen unterliegen.”® Da es praktisch unméglich ist,
jeden denkbar méglichen Geschéftsvorfall sowie die damit
verbundene buchhalterische Erfassung im Gesetz zu definie-
ren, und da die Bewertung der Sachverhalte zudem von der
subjektiven Einschitzung des Erfassers, dem Zeithorizont
und potenziellen Zukunftszenarien abhéngt, bestehen in der
Auslegung und Anwendung der Normierung gewisse Wahl-
méglichkeiten.’” In der wissenschaftlichen Literatur werden
mogliche bilanzpolitische Handlungsspielrdume sowie die
damit verbundene, opportunistische Auslegung und Anwen-
dung unter dem Begriff Earnings Management diskutiert.”®
Die eingangs dargestellte Rechnungslegungspolitik umfasst
lediglich die Anwendung gesetzlich zulassiger Bilanzierungs-
spielrdume, wohingegen das Earnings Management auch die
unzuldssige Bilanzmanipulation durch die missbrauchliche
Anwendung von Bilanzierungsvorschriften umfasst. Rech-
nungslegungspolitik entspricht demnach nur einem Teilge-
biet des Earnings Managements. Gemal$ Healy und Wahlen
(1999) spricht man von Earnings Management wenn ,,(...)
managers use judgment in financial reporting and in structu-
ring transactions to alter financial reports to either mislead
some stakeholders about the underlying economic perfor-
mance of the company or to influence contractual outcomes
that depend on reported accounting numbers“.”” Die nachfol-
gende Abbildung zeigt auf, welche Moglichkeiten bestehen,
durch den Einsatz bilanzpolitischer Mittel den ausgewiese-
nen Gewinn eines Unternehmens zu verschlechtern oder zu
verbessern. '

Zu unterscheiden ist im Wesentlichen in sachverhalts-
gestaltende Malinahmen (Real Earnings Management), die
vor dem Bilanzstichtag vorgenommen werden, und sachver-
haltsabbildende Malinahmen (Accounting Earnings Mana-
gement), die die Ergebnislage des abgelaufenen Geschifts-
jahres eines Unternehmens durch riickwirkende Eingriffe
beeinflussen.'®! Bei sachverhaltsgestaltenden Mafnahmen
stehen die Entscheidungen iiber die Durchfithrung sowie
den Zeitpunkt von Geschéftsvorgéngen vorrangig im Fokus

95Es handelt sich hierbei um keine abschlieRende Auflistung, da unter an-
derem auch Zwischenabschliisse, Sonder- und Konzernbilanzen sowie bran-
chenspezifische Veroffentlichungen gefordert sein konnen.

96vgl. Freidank und Velte (2013, S. 4 & 14); Kiiting und Weber (2015, S.
33).

97Vgl. Dechow und Schrand (2004, S. 37); Pfaff und Ising (2010, S. 292);
Teets (2002, S. 355).

98vgl. hier und im Folgenden Davidson et al. (2005, S. 243); Pfaff und
Ising (2010, S. 294-303); Teets (2002, S. 356).

99Hea1y und Wahlen (1999, S. 368).

100Weiterfithrend zu den bilanzpolitischen Instrumenten siehe die tabel-
larischen Ubersichten von Coenenberg et al. (2018, S. 1030-1033); Kiiting
und Weber (2015, S. 42-45).

101yg]. hier und im Folgenden Coenenberg et al. (2018, S. 1026); Kiiting
und Weber (2015, S. 40); Pfaff und Ising (2010, S. 295).
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Accounting Earnings Management

Real Earnings Management

{Sachverhaltsabbildung) {Sachverhaltsgestaltung)
. Entscheidung bzgl.
formell materiell Transz?knon
— Auswels ‘ Amnsatz ‘ Bewertung a e |
| Erlauterung J : :
% b Entscheidung bzgl.
L Gliederung Zeitpunkt
Explizite Wahlrechte
Faktische Wahlrechte
Ermessensspielriume

Abbildung 3: Instrumente des Earnings Management

Quelle: Pfaff und Ising (2010, S. 295).

und nicht deren Abbildung. Dahingegen werden bei sach-
verhaltsabbildenden Mafinahmen die Berichtsinstrumente
der Finanzbuchhaltung unterteilt in formelle und materi-
elle Mallnahmen, entsprechend der gewahlten Konzern-,
Handels- und Steuerbilanzpolitik. Die materielle Sachver-
haltsabbildung umfasst Ansatz- und Bewertungswahlrechte
sowie Ermessenspielrdume wie beispielsweise Schitzungen
oder Auslegungen. Die formelle Sachverhaltsabbildung nutzt
gesetzliche Spielraiume beziiglich Ausweis, Erlauterung und
Gliederung im Einklang mit den unternehmenspolitischen
Zielen aus. Der zielgerichtete Einsatz der soeben erlduterten
Malnahmen versto3t der bereits dargestellten Generalnorm,
dass Jahresabschliisse, sowohl nach IFRS als auch handels-
rechtlich, ein den tatsédchlichen Verhiltnissen entsprechen-
des Bild der Vermogens-, Finanz- und Ertragslage vermitteln
sollen. Demnach besteht das Risiko, dass die Qualitit von
Jahresabschliissen und somit der entscheidungsrelevante
Informationsgehalt fiir Stakeholder durch Earnings Manage-
ment verringert wird. Wie bereits erldutert, konnen durch
die gewdhrten gesetzlichen Spielrdume, je nach Motivati-
on des Jahresabschlusserstellers, trotz identisch geltender
Rechnungslegungsnormen unterschiedliche und nicht direkt
miteinander vergleichbare Unternehmensbilder aufgezeigt

werden.'?? Die Qualitit der Rechnungslegung bzw. eines
Jahresabschlusses hangt somit nicht priméar von den gelten-
den Rechnungslegungsnormen ab, sondern von den indivi-
duellen, unternehmensspezifischen und finanziellen Anreiz-
strukturen des Jahresabschlusserstellers und der dement-
sprechend verfolgten Rechnungslegungspolitik.'

3.3. Qualitat der Rechnungslegung

In der wissenschaftlichen Literatur wird bei Betrach-
tung der Rechnungslegungsqualitit (Accounting Quali-
ty/Financial Reporting Quality) regelmifig von der Ergeb-
nisqualitdt (Earnings Quality) gesprochen. Eine einheitliche
Definition beziehungsweise Abgrenzung der Begrifflichkei-
ten liegt nicht vor und die Auslegung der Termini hdngt von
der jeweils betrachteten Zielsetzung der Rechnungslegung
ab.'%* Da die Ergebnisqualitit als Summenindikator die Qua-
litit der Rechnungslegung widerspiegelt'*>, wird im Folgen-
den vorrangig auf diese Begrifflichkeit Bezug genommen.'%°

102Vg1. Eulerich und Fligge (2020, S. 3); Kiiting und Weber (2015, S. 18);
Pfaff und Ising (2010, S. 292-293).

103yg], Pfaff und Ising (2010, S. 292-293).

104y7g]. Dechow, Ge und Schrand (2010, S. 344); Gegenfurtner (2010, S.
26-27); Wagenhofer und Diicker (2007, S. 264); Weiterfithrend siehe Ge-
genfurtner (2010, S. 26-27).

105Vgl. Gegenfurtner (2010, S. 27).

106weiterfithrend hierzu siehe Gegenfurtner (2010, S. 28).
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Die Herangehensweisen zur Definition von Earnings Quali-
ty variieren in der wissenschaftlichen Literatur und hingen
stark von den betrachteten Parametern ab, demnach werden
nachfolgend zur besseren Ubersicht lediglich zwei wesentli-
che Definition vorgestellt.'°” Einen in der wissenschaftlichen
Literatur héufig zitierten Definitionsansatz liefern Dechow
und Schrand (2004), die Earnings Quality aus analytischer
Sicht wie folgt definieren: ,A high-quality earnings number
is one that accurately reflects the company’s current ope-
rating performance, is a good indicator of future operating
performance, and is a useful summary measure for assessing
firm value. We define earnings to be of high quality when
the earnings number accurately annuitizes the intrinsic va-
lue of the firm.“!°® Wie im vorangegangenen Kapitel 3.1.
bereits erlautert, soll gemaR internationaler und nationaler
Standardsetter die Rechnungslegung eines Unternehmens
moglichst die tatsdchlichen Verhéltnisse der Vermogens-,
Finanz- und Ertragslage darstellen, um eine hohe Entschei-
dungsniitzlichkeit zu generieren und dadurch die optimale
Allokation von Kapital auf Kapitalmérkten zu bestérken.'"
Dechow et al. (2010) nehmen unter diesem Gesichtspunkt
eine Definition wie folgt vor: ,Higher quality earnings more
faithfully represent the features of the firm’s fundamental
earnings process that are relevant to a specific decision made
by a specific decision-maker.“!°

Da die Rechnungslegungs- bzw. Ergebnisqualitdat unter
anderem von der von Unternehmen verfolgten Rechnungs-
legungspolitik bzw. dem betriebenen Earnings Management
abhéngt, werden im Folgenden ausgewéhlte Moglichkeiten
zur Aufdeckung von Earnings Management dargestellt. Ahn-
lich wie die voneinander abweichenden Definitionen der
Rechnungslegungs- bzw. Ergebnisqualitét variieren auch die
Ansatze und Methoden zur Ermittlung von Earnings Quali-
ty.!'! Aufgrund der Komplexitit der Messung von Earnings
Quality soll im Nachfolgenden lediglich eine kurze Ubersicht
iiber ausgewdhlte MaBgréfen und Messmethoden gegeben
werden. Grundsatzlich wird es als schwierig erachtet, die
Messung der Ergebnisqualitét eines Unternehmens auf Basis
von nur einer einzigen Methode vorzunehmen, dementspre-
chend werden in der Regel mehrere Ansédtze miteinander
kombiniert.!'? Um die Ergebnisqualitit im Rahmen der em-
pirischen Forschung zu modellieren, werden regelméaf3ig Mo-
delle auf Basis von diskretionéren Periodenabgrenzungen''*
(Abnormal bzw. Discretionary Accruals) wie das Jones Mo-

107Weiterfiihrend zu ausfiihrlichen Analysen der Definitionsansitze in der
wissenschaftlichen Literatur siehe Gegenfurtner (2010, S. 28-31); Menicucci
(2020, S. 6-12); Wagenhofer und Diicker (2007, S. 264-267).

108pechow und Schrand (2004, S. 5).

109yg]. §264 Abs. 2 HGB; §15 IASB Rahmenkonzept; Wagenhofer und
Diicker (2007, S. 266-267); Weiterfithrend siehe Wagenhofer und Diicker
(2007, S. 266-267).

HOpechow et al. (2010, S. 344).

11ygl. Menicucci (2020, S. 6).

112Vgl. Menicucci (2020, S 43).

13per Grundsatz der Periodenabgrenzung ist in §252 Abs. 1 Nr. 5 HGB
geregelt und besagt, dass Aufwendungen und Ertrdge unabhéngig von den
jeweiligen Zahlungszeitpunkten im Jahresabschluss zu beriicksichtigen sind.
Beispiele fiir nicht zahlungswirksame Aufwendungen und Ertrége sind der
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del''* bzw. Modified Jones Model'!® verwendet, aber auch
Messmethoden wie The Penman Index!'®, Leuz Index'!?,
Dichev and Dechow Model'*®, Red Flags'!’ und zahlreiche
weitere Methoden kommen zum Einsatz.'?° Zu den pro-
minentesten Modellen zur Modellierung der diskretionidren
Periodenabgrenzungen zihlen das Jones Model sowie das
Modified Jones Model.'?! Bei der Aufdeckung von Earnings
Management mittels diskretionirer Periodenabgrenzungen
ist ,(...) die Abgrenzung zwischen obligatorischen (sog.
normalen) Periodenabgrenzungen, die in den Vorschriften
eines Rechnungslegungsstandards begriindet sind, und stra-
tegischen (sog. diskretionidren) Periodenabgrenzungen, die
allein dem Earnings Management dienen“'??, relevant.'??
Da jedoch nur die gesamten Periodenabgrenzungen eines
Unternehmens beobachtbar sind, muss mittels Hypothesen-
bildung iiber den Betrachtungszeitraum eine Schitzung vor-
genommen werden, welcher Teil der Periodenabgrenzungen
normal ist.'?* So wird angenommen, dass sich der Anteil der
normalen Periodenabgrenzungen aus einem Durchschnitt
der gesamten Periodenabgrenzungen mehrerer vergangenen
Betrachtungsperioden ergibt. Da die angewendeten Model-
le den normalen Anteil der Periodenabgrenzungen schét-
zen, spiegelt sich der abnormale Teil in der Differenz wider.
Abschliefend bleibt festzuhalten, dass eine ,(...) Bewer-
tung liber die Qualitdt des Gewinns (...) nur als Konsensus-
schlussfolgerung aus der Betrachtung verschiedener Dimen-
sionen und verschiedener Mal3grof3e erfolgen [kann — Anm.
d. Verf.] und der subjektiven Interpretation des Betrachters
[unterliegt — Anm. d. Verf.]. Dies impliziert, dass die aus den
Kennzahlen abgeleiteten Schlussfolgerungen grundsétzlich
kritisch und kontextbezogen zu bewerten sind“.'*

Abgang von Anlagevermogen, Abschreibungen, Riickstellungen, Forderun-
gen aus Lieferungen und Leistungen, Verbindlichkeiten aus Lieferungen
und Leistungen sowie Anderungen im Vorratsvermogen.Vgl. Dechow und
Schrand (2004, S. 40-43); Pfaff und Ising (2010, S. 303).

4Weiterfithrend siehe Jones (1991, S. 210-223); Menicucci (2020, S 43-
45).

MSWeiterfithrend siehe Dechow, Sloan und Sweeny (1995, S. 199); Wei-
terfithrend zu den Modifikationen des Jones Model siehe Ronen und Yaari
(2008, S. 433-460).

16yweiterfithrend siehe Menicucci (2020, S. 43-45).

7Weiterfithrend siehe Gegenfurtner (2010, S. 39-48); Leuz, Dhananjay
und Wysocki (2003, S. 511-524); Menicucci (2020, S. 43-45).

18Weiterfithrend siehe Dechow und Dichev (2002, S. 36-41); Menicucci
(2020, S. 45-46).

119Vgl. Dechow und Schrand (2004, S. 34-35); Pfaff und Ising (2010, S.
305).

120Es handelt sich um keine vollstandige Aufzahlung der méglichen Maf-
groBen und Modelle.

121Vgl. Dechow und Schrand (2004, S. 20); Weiterfiihrend zu Messme-
thoden auf Basis diskretionérer Periodenabgrenzungen siehe Dechow et al.
(1995, S. 197-200); Keldler (2015, S. 31-70).

122pfaff und Ising (2010, S. 303).

123yg]. Davidson et al. (2005, S. 249-251); Pfaff und Ising (2010, S. 303).

124y/gl. hier und im Folgenden Bajra und Cadez (2018, S. 156); Gegen-
furtner (2010, S. 48-50); Ismael und Kamel (2021, S. 959); Pfaff und Ising
(2010, S. 304).

125Gegenfurtner (2010, S. 52).
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4. Auswirkungen der Internen Revision auf die Qualitit
der Rechnungslegung

In den nachfolgenden Kapiteln werden die wesentlichen
Forschungsergebnisse, die den Zusammenhang zwischen der
Internen Revision und den die Qualitdt der Rechnungslegung
beeinflussenden Faktoren dargelegt. Die néchstfolgend, ta-
bellarisch dargestellten Studienergebnisse fokussieren sich
unter Zuhilfenahme variierender Forschungsansitze insbe-
sondere auf den Zusammenhang zwischen Interner Revisi-
on auf die Qualitdt der Rechnungslegung, wohingegen die in
Kapitel 4.5. zusammengefassten Studienergebnisse eher den
indirekten Einfluss untersuchen.'?°

4.1. Vorhandensein einer Internen Revision

Das American Institute of Certified Public Accountants
(AICPA) argumentiert, dass die Angst erwischt zu werden
ein starkes Hindernis darstellt und demnach abschreckend
wirkt.'?” Daran ankniipfend umfasst der Untersuchungsge-
genstand der nachfolgend aufgefiihrten Studien unterschied-
liche Corporate Governance Mechanismen und deren Aus-
wirkungen auf die Qualitdt der Rechnungslegung. Die Be-
sonderheit der nachfolgenden Studien ist die Untersuchung
auf Basis der Existenz von Internen Revisionen in Unterneh-
men, ohne eine Betrachtung von Qualitdtsaspekten. Dem-
nach stellt sich die Frage, ob sich die blof3e Existenz einer
Internen Revision bereits positiv auf die Qualitdt der Rech-
nungslegung auswirkt.

Davidson et al. (2005) untersuchen den Zusammenhang
zwischen Corporate Governance Strukturen von 434 kapital-
marktorientierten Unternehmen in Australien und Earnings
Management.'?® Zu den untersuchten Corporate Governance
Mechanismen der Unternehmen gehoren der Vorstand, der
Priifungsausschuss, die Interne Revision und der gewahlte
Jahresabschlusspriifer. Zum Untersuchungszeitpunkt im Jahr
2000 bestand fiir australische Unternehmen keine gesetzli-
che Verpflichtung zur Einrichtung einer Internen Revision
oder eines Priifungsausschusses. Die Autoren argumentieren
auf Basis vorangegangener wissenschaftlicher Literatur, dass
eine Interne Revision per se mit einer Reduktion von Ear-
nings Management zusammenhéngt. Eine Formulierung von
Qualitatskriterien erfolgt nicht, demnach wird die Hypothe-
se untersucht, dass das blof3e Vorhandensein einer Internen
Revision Earnings Management reduziert.'>” Earnings Ma-
nagement wurde mittels des absoluten Wertes der Discretio-
nary Accruals auf Basis des Modified Jones Model sowie des
Earnings Benchmark Test'*°, zur Messung der Wahrschein-
lichkeit, einen kleinen Verlust oder Ertrag zu erfassen, gemes-
sen.'®! Die Forschungsergebnisse von Davidson et al. (2005)

126Alle nachfolgend ausgewerteten Studien exkludieren Finanzdienstleis-
tungsunternehmen, da es sich um besondere Geschaftsmodelle handelt.

127yigl. AICPA, IIA und ACFE (2008, S. 30).

128y/g]. hier und im Folgenden Davidson et al. (2005, S. 241-242).

129ygl. Davidson et al. (2005, S. 247-248).

130weiterfithrend siehe Holland und Ramsay (2003, S. 42-62).

131ygl, Davidson et al. (2005, S. 249-250 & 260).
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zeigen einen signifikanten Zusammenhang zwischen dem
Vorhandensein eines Priifungsausschusses sowie {iberz&hli-
ger nicht-exekutiver Direktoren als Mitglieder des Vorstandes
und des Aufsichtsrates und einer niedrigeren Ausprigung
von Discretionary Accruals.'*” Die Autoren konnten jedoch,
analog zur Wahl eines Big-5-Jahresabschlusspriifers'®, kei-
nen signifikanten Zusammenhang zwischen dem Vorhanden-
sein oder Nichtvorhandensein einer Internen Revision und
einer niedrigeren Auspragung von Discretionary Accruals
feststellen.’®* Allerdings weisen Davidson et al. (2005) in
ihren Ausfithrungen auf die Notwendigkeit weiterer For-
schungstéatigkeiten hin, denn aufgrund der Grol3e der Unter-
nehmen in der Stichprobe verfiigten nahezu alle {iber eine
Interne Revision und dementsprechend wire der Einfluss der
Qualitat der Internen Revision eher untersuchenswert gewe-
sen. !> Beasley et al. (2000), Sierra Garcia et al. (2012) und
Gebrayel et al. (2018) liefern Forschungsergebnisse, die sich
ebenfalls auf die Untersuchung der Existenz von Internen
Revisionen fokussieren, aber entgegengesetzte Erkenntnisse
hervorbringen. Beasley et al. (2000) analysieren 200 Fille
von Bilanzbetrug auf Basis von Unternehmen der Geschafts-
zweige Technologie, Gesundheits- und Finanzwesen in den
Jahren 1987 bis 1997.'%° Die Ergebnisse zeigen, dass im Falle
von Bilanzbetrug in allen drei Branchen keine Unterstiitzung
durch eine Interne Revision gegeben war und im Bereich
des Gesundheitswesens und der Technologieunternehmen
eine geringere Anzahl an Sitzungen des Priifungsausschus-
ses stattfanden.'®” Sierra Garcia et al. (2012) untersuchen
auf Basis von 108 spanischen Unternehmen, die im Zeit-
raum 2003 bis 2006 an der Madrid Stock Exchange gehan-
delt wurden, den Zusammenhang zwischen ausgewé&hlten
Corporate Governance Mechanismen und Earnings Manage-
ment beziehungsweise der Qualitiit des Jahresabschlusses.*®
Auf Grundlage einzelner Merkmale des Priifungsausschus-
ses sowie der Internen Revision soll der Zusammenhang
zu Earnings Management, gemessen durch Ermittlung der
Abnormal Accruals mittels des Modified Jones Models, un-
tersucht werden. Sierra Garcia et al. (2012) formulieren
die Hypothesen, dass der Zusammenhang zwischen einem
wirksamen Priifungsausschuss'®’, dem Vorhandensein einer
Internen Revision sowie der Auspragung der Beziehung zwi-
schen den beiden Corporate Governance Mechanismen zu
einer Reduktion der Moglichkeiten der Bilanzmanipulation
durch die Geschéftsleitung fithrt. Die Forschungsergebnisse
der Autoren zeigen, dass eine grofSere Anzahl an Mitgliedern

132yg]. Davidson et al. (2005, S. 243 & 262-263).

13374 dieser Zeit bestehend aus: Arthur Andersen, Deloitte Touche Tohmat-
su, Ernst & Young, PricewaterhouseCoopers und KPMG.

134ygl. Davidson et al. (2005, S. 243 & 262-263).

135Vgl, Davidson et al. (2005, S. 263-264); Prawitt et al. (2009, S. 1258).

136yg], Beasley et al. (2000, S. 445-446).

137Vgl. Beasley et al. (2000, S. 453).

138Vgl. hier und im Folgenden Sierra Garcia et al. (2012, S. 306).

139 GemaR wissenschaftlicher Literatur umfassen die Merkmale eines wirk-
samen Priifungsausschusses unter anderem die Unabhéngigkeit des Prii-
fungsausschusses, mindestens vier jahrliche Sitzungen und mindestens drei
Mitglieder.Vgl. Sierra Garcia et al. (2012, S. 312); The Blue Ribbon Com-
mittee (1999, S. 1089-1094).



J. Fabian / Junior Management Science 7(5) (2022) 1242-1269

des Priifungsausschusses, eine héhere Anzahl an jahrlichen
Sitzungen des Priifungsausschusses und die Existenz einer
Internen Revision jeweils und unabhéngig voneinander mit
einer hoheren Wahrscheinlichkeit zur Reduktion von Ear-
nings Management fiihren.'* Sierra Garcia et al. (2012)
stellen zudem fest, dass Unternehmen, in denen eine Interne
Revision gepaart mit einem wirksamen Priifungsausschuss
existiert, mit einer geringeren Wahrscheinlichkeit Earnings
Management betreiben. Einen sehr dhnlichen Forschungsan-
satz haben auch Gebrayel et al. (2018) gewéhlt.'*! Die Auto-
ren untersuchen ebenfalls den Zusammenhang zwischen der
Qualitit des Jahresabschlusses und unterschiedlichen Aus-
pragungen der Corporate Governance Mechanismen, Interne
Revision und Priifungsausschuss. Auf Basis der Beobachtun-
gen von 71 Unternehmen, die im Zeitraum 2013 bis 2014
am Muscat Securities Market gehandelt wurden, stellen die
Autoren fest, dass die Hohe der Anzahl der jéhrlichen Prii-
fungsausschusssitzungen sowie die Existenz einer Internen
Revision jeweils unabhingig voneinander positiv mit Rech-
nungslegungsqualitiit korrelieren.'** Gebrayel et al. (2018)
konkludieren analog zu Sierra Garcia et al. (2012), dass die
Interne Revision durch die Uberwachung organisatorischer
Risiken, die Bewertung der internen Kontrollen von Unter-
nehmen und der Fihigkeit, Bilanzmanipulationen zu erken-
nen, ein wichtiger Mechanismus zur Verbesserung der Qua-
litit der Rechnungslegung ist.'** Aufgrund der Bewertung
rechnungslegungsbezogener Sachverhalte und der Aufberei-
tung relevanter Informationen fiir den Priifungsausschuss
kann die Interne Revision wesentlich zur Reduktion von
Informationsasymmetrien beitragen. Dariiber hinaus exis-
tieren diverse Studien, die zeigen, dass sich die Konsequen-
zen der Tatigkeit des Priifungsausschusses von Unterneh-
men insbesondere dann positiv auf die Rechnungslegungs-
qualitdt auswirken, wenn sie mit einer Internen Revision
zusammenarbeiten.'** Wie bedeutsam dabei ein qualitativ
hochwertiger und wirksamer Priifungsausschuss ist, zeigen
hierbei die Forschungsergebnisse von Raghunandan et al.
(1998) und Abbott et al. (2004). Ein sich regelmal3ig tref-
fender Priifungsausschuss kann die Wahrscheinlichkeit fiir
Fehlerfeststellungen im Jahresabschluss, insbesondere bei
regelmifligen Zusammenkiinften mit der Internen Revision,
reduzieren.

4.2. Qualitat der Internen Revision

Wie im vorangegangenen Kapitel bereits dargestellt, ist
abgesehen von der bloBen Existenz der Internen Revision
auch deren Qualitédt von Interesse. Nachfolgend werden dem-
nach die Studien betrachtet, die sich mit der Untersuchung

140Vgl. hier und im Folgenden Sierra Garcia et al. (2012, S. 321-322).

141ygl, hier und im Folgenden Gebrayel et al. (2018, S. 197-207).

142ygl. Gebrayel et al. (2018, S. 207-211).

143Vgl. hier und im Folgenden Gebrayel et al. (2018, S. 210).

144Vgl. hier und im Folgenden Abbott, Parker und Peters (2004, S. 69-87);
Gebrayel et al. (2018, S. 202); Raghunandan, Rama und Scarbrough (1998,
S. 181-194).
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des Einflusses der Qualitit der Internen Revision auf die Qua-
litdt der Rechnungslegung befassen. Beispielsweise untersu-
chen Prawitt et al. (2009) den Zusammenhang zwischen der
Qualitit der Internen Revision und Earnings Management.'*°
Das Maf} zur Darstellung der Qualitdt der Internen Revision
setzt sich aus den sechs Komponenten des vom AICPA verfass-
ten Statement on Auditing Standard (SAS) No. 65 zusammen
und wurde mittels der Umfrageergebnisse von Chief Audit
Executives (CAE)'“® von 218 Unternehmen ermittelt. Diese
abgefragten Komponenten umfassen die durchschnittliche
Berufserfahrung der Internen Revisoren, den prozentualen
Anteil der Certified Internal Auditors (CIA) oder Certified Pu-
blic Accountans (CPA), die jahrliche Anzahl an Fortbildungs-
stunden, die relative Fokussierung der Internen Revision auf
finanzielle Priifungsschwerpunkte, die Berichtsbeziehung
des Leiters der Internen Revision'*’ sowie die GroRe der
Internen Revision in Relation zur UnternehmensgroRe.'*®
Earnings Management wird mittels der Proxy-Variablen des,
durch das Performance-Adjusted Modified Jones Model er-
mittelten, absoluten Wertes der Abnormal Accruals'*’ sowie
der Tendenz von Unternehmen, die Earnings-Vorhersagen
von Bilanzanalysten zu treffen oder zu verfehlen, gemes-
sen.'*? Prawitt et al. (2009) gelangen zu dem Ergebnis, dass
eine qualitativ hochwertige Interne Revision im Zusammen-
hang mit einem niedrigeren Grad an Earnings Management
steht.'>! Je hoher die Qualitit einer Internen Revision, desto
geringer fallen die gemessenen Abnormal Accruals aus. Dem-
nach reduziert eine qualitativ hochwertige Interne Revision
die tibermiRige und zielgerichtete Bildung diskretiondrer
Periodenabgrenzungen und stiller Reserven sowie sonstiges
opportunistisches Verhalten seitens der Geschiftsfithrung.
Die Forschungsergebnisse zeigen, dass Unternehmen, die die
von Analysten vorhergesagten Gewinnschwellen treffen bzw.
iibertreffen, mit einer hoheren Wahrscheinlichkeit Earnings
Management betreiben.'®? Die Qualitit der Internen Revi-
sion ist insbesondere bei den Unternehmen hoch, die die
vorhergesagten Gewinnschwellen unterschreiten, was sich
mit dem vorherigen Ergebnis deckt, dass eine hochwertige
Interne Revision Earnings Management einschrankt.
Uberraschende Ergebnisse liefern hingegen Johl et al.
(2013), die den Zusammenhang zwischen der Qualitét einer
Internen Revision und der Rechnungslegungsqualitit unter-
suchen, genauer auf Basis von 128 durch CIAs oder Con-
troller ausgefiillte Fragebdgen von 64 an der Bursa Malaysia
gelisteten Unternehmen in den Jahren 2009-2010.'°® Das
Malf} zur Darstellung der Qualitét der Internen Revision setzt

145ygl. hier und im Folgenden Prawitt et al. (2009, S. 1255-1257 & 1259-
1262).

146\Weiterfithrend zu den Aufgaben eines CAE siehe Deloitte (2017, S. 1-
11).

147Berichtet die Leitung der Internen Revisison an die Geschiftsfiihrung
oder an den Aufsichtsrat/Priifungsausschuss.

148 Weiterfithrend siehe AICPA (Hrsg.) (1997), S. 1805-1812.

149vgl. Prawitt et al. (2009, S. 1255-1257 & 1262-1267).

150ygl. Prawitt et al. (2009, S. 1255-1257 & 1267-1268).

151Vg1. hier und im Folgenden Prawitt et al. (2009, S. 1269-1270).

152Vgl. hier und im Folgenden Prawitt et al. (2009, S. 1271-1272).

153ygl. Johl et al. (2013, S. 787).
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sich aus den folgenden fiinf weitgefassten Charakteristika
zusammen: Berufserfahrung, Unabhingigkeit, Qualitétssi-
cherungsmafnahmen, relative Fokussierung auf finanzielle
Priifungsschwerpunkte und finanzielle Ausstattung.'”* Die
Rechnungslegungsqualitdt modellieren die Autoren mittels
Abnormal Accruals auf Basis des Cross-Sectional Modified
Jones Model. Johl et al. (2013) stellen, entgegen ihrer ur-
spriinglichen Hypothesen, eine positive Korrelation zwischen
der Qualitét der Internen Revision und Abnormal Accruals in
Abhéngigkeit der politischen Verbindungen und der poten-
ziellen Ausgliederung der Tatigkeiten der Internen Revision
fest.!>> Dementsprechend betreiben politisch verbundene
Unternehmen mit ausgegliederten Internen Revisionen bei
steigender Qualitdt der Internen Revision mit einer hohe-
ren Wahrscheinlichkeit Earnings Management und verfiigen
demnach iiber eine geringere Rechnungslegungsqualitét. Die
finanzielle Ausstattung einer Internen Revision ist negativ
korreliert mit Abnormal Accruals, wohingegen Unabhén-
gigkeit und Berufserfahrung schwach positiv mit Abnormal
Accruals korreliert sind. Johl et al. (2013) konkludieren, dass
im Allgemeinen das Resultat und der Einfluss der Tatigkeit
von Internen Revisionen davon abhingen, ob es sich um ei-
ne ausgegliederte oder interne Abteilung handelt und wie
diese politisch verbunden sind. Die Autoren stellen zudem
fest, dass die Qualitédt des Vorstandes und die Qualitét der
Internen Revision substitutiv zusammenwirken, um die Qua-
litdt der Rechnungslegung auf einem bestimmten Niveau zu
halten. Die Autoren haben sich bewusst dazu entschieden, In-
terne Revisionen im Kontext des Schwellenlandes Malaysia
zu untersuchen, da dieses sich signifikant von der 6kono-
mischen Entwicklung anderer Lédnder wie beispielsweise den
USA unterscheidet. Aus der gleichen Motivation heraus, aber
mit anderen Forschungsergebnissen konkludierend, untersu-
chen im Jahr 2009 Hutchinson und Zain (2009) im Rahmen
einer Preliminary Study auf Basis von 60 ausgefiillten Frage-
bogen von an der Bursa Malaysia gelisteten Unternehmen, ob
Wachstumschancen und die Unabhingigkeit des Priifungs-
ausschusses den Zusammenhang zwischen der Qualitit der
Internen Revision und der Performanz des Unternehmens
beeinflussen.'*® Die Autoren verweisen auf die Vorldufigkeit
ihrer Ergebnisse, konnen aber feststellen, dass ein Zusam-
menhang zwischen wirksamer Corporate Governance, insbe-
sondere durch die Einrichtung einer kompetenten Internen
Revision, und der Aufdeckung und Vermeidung von Earnings
Management, existiert.'>’

Ege (2015) untersucht auf Basis proprietarer Umfrageda-
ten'>®, welchen Einfluss die Qualitit, die Kompetenz und die
Objektivitat der Internen Revision auf die Wahrscheinlichkeit
von Fehlverhalten durch die Geschiftsfiihrung haben.*” Un-
ter Fehlverhalten der Geschaftsfithrung subsummiert der Au-

154Vgl. hier und im Folgenden Johl et al. (2013, S. 788).
155ygl. hier und im Folgenden Johl et al. (2013, S. 809-810).
156Vgl. Hutchinson und Zain (2009, S. 50).

157ygl. Hutchinson und Zain (2009, S. 57-59).
158Eigentiimer der Daten ist das IIA.

159Vgl. hier und im Folgenden Ege (2015, S. 496).
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tor Bilanzmanipulation, Bestechung und irrefiihrende Offen-
legungspraktiken. Das Malf$ zur Darstellung der Qualitét der
Internen Revision setzt sich aus den folgenden Komponenten
zusammen: Erfahrung, Zertifikation, Schulungsstunden, Ma-
nagement Training Ground'®’, Beziehung zum Priifungsaus-
schuss sowie Abteilungsgrofe. Um ein entsprechendes Maf3
fiir die Kompetenz und Objektivitdt von Internen Revisionen
zu kreieren, fithrt Ege (2015) eine Faktorenanalyse durch.
Ege (2015) untersucht 1.398 Geschéftsjahre von 617 Un-
ternehmen, gegen die glaubwiirdige Vorwiirfe vorsatzlicher,
rechtswidriger Handlungen durch die Geschiftsfithrung im
Zeitraum von 2000 bis 2009 vorliegen. Hierbei kontrolliert
der Autor fiir andere Determinanten wie Vorstand, Priifungs-
ausschuss, Qualitét des IKS und Qualitédt des Jahresabschluss-
priifers.'®! Unter Anwendung des Differenz-von-Differenzen-
Ansatzes ermittelt der Autor, dass Unternehmen, gegen die
glaubwiirdige Vorwiirfe vorsétzlicher, rechtswidriger Hand-
lungen durch die Geschéftsfiihrung vorliegen, in den entspre-
chenden Jahren des Fehlverhaltens iiber eine qualitativ nied-
rige und vergleichsweise wenig kompetente Interne Revisi-
on verfiigen.'®? Ege (2015) stellt fest, je hoher die Qualitit
der Internen Revision ist, desto geringer ist die Wahrschein-
lichkeit fiir das oben definierte Fehlverhalten durch die Ge-
schiftsfithrung. Zudem findet Ege (2015) einen negativen,
signifikanten Zusammenhang zwischen der Kompetenz einer
Internen Revision und der Wahrscheinlichkeit fiir Fehlverhal-
ten durch die Geschiftsfiihrung. Fiir die Objektivitdt der In-
ternen Revision kann kein signifikanter Zusammenhang fest-
gestellt werden. Der Autor hélt fest, dass Unternehmen in den
Folgejahren eines rechtswidrigen Vorfalls die Qualitét ihrer
Internen Revisionen deutlich erhohen. In der Regel erfolgt
die Steigerung der Qualitdt durch die Erhohung der Schu-
lungsstunden und die Neueinstellung zertifizierter Interner
Revisoren.

Abbott et al. (2016) mochten die Determinanten einer
effektiven Internen Revision ermitteln und untersuchen dazu
den Interaktionseffekt der Kompetenz und Unabhéngigkeit
von Internen Revisionen als Qualitdtsmerkmal und dessen
Effekt auf die Rechnungslegungsqualitit.'®> Die Autoren
stlitzen ihre Hypothesen auf die Definition externer Prii-
fungsqualitét, wie formuliert durch DeAngelo (1981): ,The
quality of audit services is defined to be the market-assessed
joint probability that a given auditor will both (a) discover
a breach in the client’s accounting system and (b) report the
breach“.'® Die Autorin verweist demnach auf die wahrge-
nommene Kompetenz der Jahresabschlusspriifer und deren
Bereitschaft, Feststellungen zu melden, als Faktor der Unab-
héngigkeit. Abbott et al. (2016) nehmen dementsprechend
an, dass sich auch die Qualitit der Internen Revision auf

160Eine Personalstrategie, die angewendet wird, um Fach- und Fiihrungs-
kréfte auf Managementpositionen vorzubereiten, indem diese mehrjéhrige
Revisionserfahrung sammeln.Weiterfithrend siehe Eulerich und van Uum
(2014, S. 132-138).

16lyg]. Ege (2015, S. 497).

162yg], hier und im Folgenden Ege (2015, S. 497-498).

163ygl. Abbott et al. (2016, S. 4).

164DeAngelo (1981, S. 186).
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das Zusammenspiel von Kompetenz und Unabhéingigkeit
jener zuriickfithren ldsst.'®> Auf Basis von 189 durch CIAs
oder CAEs ausgefiillte Fragebogen von ausschlief3lich For-
tune 1000 gelisteten Unternehmen'®® im Jahr 2009, stellen
Abbott et al. (2016) ein Zwei-Faktoren-Modell fiir die Qua-
litit der Rechnungslegung als Funktion aus der Fihigkeit
der Internen Revision, Bilanzmanipulationen zu verhindern
beziehungsweise zu erkennen und der Tendenz, diese an
den Priifungsausschuss oder externen Jahresabschlussprii-
fer zu melden, auf.'®” Rechnungslegungsqualitit wird mit-
tels Abnormal Accruals unterteilt in gewinnsteigernd und
-minimierend, sowie in der Tendenz von Unternehmen, die
Earnings-Vorhersagen von Bilanzanalysten zu treffen oder zu
verfehlen, gemessen. Abbott et al. (2016) stellen fest, dass
das gemeinsame Vorhandensein von Kompetenz und Unab-
héngigkeit eine notwendige Voraussetzung fiir die Wirksam-
keit der Uberwachung der Finanzberichterstattung durch
die Interne Revision darstellt und insbesondere in Zusam-
menarbeit mit dem Priifungsausschuss die Gewinnsteuerung
sowohl nach oben als auch nach unten eingeschrénkt wird.
Die Besonderheit der Studie von Abbott et al. (2016) im
Vergleich zu anderen Studien besteht in der Darstellung von
Unabhéngigkeit und Kompetenz als separate Charakteristi-
ka, die in Interaktion miteinander die Qualitit der Internen
Revision darstellen.

Bajra und Cadez (2018) untersuchen den Zusammen-
hang zwischen ausgewahlten Corporate Governance Mecha-
nismen von 127 européischen Unternehmen, die in den USA
bérsennotiert sind, und Earnings Management.'°® Zu den un-
tersuchten Corporate Governance Mechanismen der Unter-
nehmen gehoren die Qualitit des Vorstandes sowie die Qua-
litdt der Internen Revision in den Jahren 2000 bis 2013. Eine
Auswertung dieser Daten ist besonders interessant, da der
Zeitraum vor und nach der Implementierung des Sarbanes-
Oxley Act of 2002 und der 8. EU-Richtlinie abgedeckt wird.
Earnings Management messen die Autoren mittels Discretio-
nary Accruals, zur Darstellung der Qualitidt der Internen Re-
vision nutzen Bajra und Cadez (2018) neuartige und umfas-
sende Messansdtze. Die multidimensionale Operationalisie-
rung der Qualitat der Internen Revision erfolgt mittels der
Qualitdtsdimensionen Existenz beziehungsweise Einfithrung
einer Internen Revision im Betrachtungszeitraum, Experti-
se'®”, Unabhingigkeit und Einbezug in die externe Jahres-
abschlusspriifung.'”® Bajra und Cadez (2018) stellen fiir alle
fiinf Qualitdtsdimensionen fest, dass eine gesteigerte Qualitét
der Internen Revision negativ mit Earnings Management kor-
reliert.!”! Bajra und Cadez (2018) finden heraus, dass eine
gesteigerte Qualitét des Vorstandes negativ mit Earnings Ma-
nagement korreliert. Bei der Untersuchung des Interaktions-

165yg]. Abbott et al. (2016, S. 4).

166 jstet die umsatzstirksten amerikanischen Unternehmen.

167Vgl. hier und im Folgenden (Abbott et al., 2016, S. 5-6 & 13-33).

168y/g]. hier und im Folgenden Bajra und Cadez (2018, S. 152-158).

169Messung mittels der Subkomponenten Qualifikation, Erfahrung und
Zertifikation.Weiterfithrend siehe Bajra und Cadez (2018, S. 157).

170yigl. Bajra und Cadez (2018, S. 156-157).

171ygl. hier und im Folgenden Bajra und Cadez (2018, S. 161-163).

1255

effektes zwischen der Qualitit der Internen Revision und der
Qualitédt des Vorstandes stellen die Autoren entgegen ihrer
Hypothese fest, dass sich dieser positiv auf Earnings Mana-
gement auswirkt. Allerdings weisen Bajra und Cadez (2018)
darauf hin, dass der Earnings Management begiinstigende Ef-
fekt im Vergleich zum Earnings Management reduzierenden
Effekt sehr klein ist. Aullerdem zeigen die Studienergebnisse,
dass sich sowohl die Qualitit der Internen Revision als auch
die Qualitét des Vorstandes im Laufe der Zeit steigern.
Ismael und Kamel (2021) untersuchen im Rahmen ihrer
Forschung den Zusammenhang zwischen Earnings Manage-
ment und der Qualitit Interner Revisionen auf Basis von 115
britischen, an der London Stock Exchange (LSE) gehandelten
Unternehmen.'”? Die Qualitit der Internen Revision bilden
Ismael und Kamel (2021) mittels Fragebogen, die die Re-
visionsleiter der jeweiligen Unternehmen ausgefiillt haben,
ab. Die Revisionsleiter beurteilen ihre Abteilungen auf Basis
der vier Qualitdtskomponenten des IIA, Grof3e der Internen
Revision (Size), Unabhéngigkeit der Internen Revision (In-
dependence), Fachkompetenz (Skills and Knowledge) und
Arbeitspraktiken beziehungsweise Methoden (Methodology
and Management).'’® Earnings Management messen die Au-
toren mittels Abnormal Accruals auf Basis des Modified Jo-
nes Model. Ismael und Kamel (2021) stellen fest, dass Unter-
nehmen mit einer qualitativ hochwertigen Internen Revision
mit einer geringeren Wahrscheinlichkeit gewinnerhohendes
Earnings Management betreiben.'’* Zudem untersuchen die
Autoren, analog zu Abbott et al. (2016), ob eine hohe Kom-
petenz oder Unabhéngigkeit der Internen Revision zur Re-
duktion von Earnings Management fiihrt, finden jedoch nur
signifikante Ergebnisse fiir eine der beiden Qualitdtskompo-
nenten. Demnach betreiben Unternehmen mit einer kompe-
tenteren Internen Revision zu einer geringeren Wahrschein-
lichkeit gewinnerhéhendes Earnings Management. Dieses Er-
gebnis deckt sich mit den Ausfiihrungen von und Ege (2015),
der einen negativen, signifikanten Zusammenhang zwischen
der Kompetenz einer Internen Revision und der Wahrschein-
lichkeit fiir Fehlverhalten durch die Geschéftsfithrung fest-
stellt.!”® Grundsitzlich deckt sich dieses Ergebnis mit den
Forschungsergebnissen von Abbott et al. (2016), allerdings
sehen diese das gemeinsame Vorhandensein von Kompetenz
und Unabhéngigkeit der Internen Revision als Erfolgsfaktor
zur Steigerung der Rechnungslegungsqualitit.'”®
Grundsitzlich kann festgehalten werden, dass der iiber-
wiegende Teil der vorliegenden Studien einen Zusammen-
hang zwischen der Qualitdt von Internen Revisionen und der
Qualitédt der Rechnungslegung feststellt. Abgesehen von den
Ergebnissen von Johl et al. (2013) und dem festgestellten In-
teraktionseffekt zwischen Vorstand und Interner Revision bei
Bajra und Cadez (2018) zeigen alle anderen, dass eine quali-
tativ hochwertigere Interne Revision mit einer hoheren Wahr-

172yg]. hier und im Folgenden Ismael und Kamel (2021, S. 956-961).
173ygl. Ismael und Kamel (2021, S. 955 & 959).

174ygl. hier und im Folgenden Ismael und Kamel (2021, S. 961-973).
175yigl. Ege (2015, S. 497-498).

176ygl. Abbott et al. (2016, S. 13-33).
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scheinlichkeit Earnings Management reduziert und somit po-
sitiv zur Qualitdt der Rechnungslegung beitragt. Wesentliche
Treiber der Qualitit von Internen Revisionen scheinen gemaf3
der Studienergebnisse von Ege (2015), Abbott et al. (2016)
und Ismael und Kamel (2021) insbesondere die Qualitéts-
komponenten Kompetenz und Unabhéngigkeit zu sein.

4.3. Wahrnehmung der Internen Revision

Aufbauend auf den Erkenntnissen beziiglich der Relevanz
von qualitativ hochwertigen Internen Revisionen, soll im Fol-
genden ein Einblick in die Forschungsergebnisse beziiglich
der Wahrnehmung von Internen Revisionen und deren Aus-
wirkungen gegeben werden. Schneider und Wilner (1990)
untersuchen anhand eines experimentellen Forschungsde-
signs mittels randomisierter Antwort-Technik die Auswir-
kungen auf Unregelmifligkeiten in der Rechnungslegung
in Abhéngigkeit der Wahrnehmung der internen und exter-
nen Rechnungslegungspriifung durch Manager.'”” Insgesamt
264 Probanden, zu iiberwiegender Mehrheit bestehend aus
erfahrenen Managern, beantworten Fragen zu drei Rech-
nungslegungsfillen mit unterschiedlichen Merkmalsauspra-
gungen'’® und abweichendem Kontrollumfeld.'”® Schneider
und Wilner (1990) stellen im Rahmen ihrer Forschung fest,
dass es beziiglich der abschreckenden Wirkung keine Un-
terschiede zwischen der Wahrnehmung der Tatigkeit der
Internen Revision oder des externen Jahresabschlusspriifers
gibt.'8% Die Forschungsergebnisse zeigen, dass die Interne
Revision analog der Priifung durch einen externen Jahres-
abschlusspriifer einen eindeutig abschreckenden Effekt hat,
wenn es sich um einen wesentlichen Geldbetrag, die Uberbe-
wertung von Vermdgensgegenstdnden, eindeutige Verstof3e
gegen Regelungen des US-GAAP und einen geringen Anreiz
zur Bilanzmanipulation handelt. Die Forschungsergebnisse
von Schneider und Wilner (1990) sind inkonsistent zu den
vorangegangenen Erkenntnissen von Uecker et al. (1981),
die im Rahmen ihres experimentellen Forschungsdesigns in
Form einer Postkorb-Fallstudie die Auswirkungen der wahr-
genommenen Aggressivitdt von internen und externen Rech-
nungslegungspriifern testen.'®! Uecker et al. (1981) stellen
auf Basis vorangegangener Forschungen die Hypothese auf,
dass ein Interner Auditor, der als aktive und starke Person-
lichkeit wahrgenommen wird und direkt an den Vorstand
berichtet, mit einer hoheren Wahrscheinlichkeit Unregelma-
Rigkeiten in der Rechnungslegung erkennt und aufdeckt.'®”
Zudem testen die Autoren die Hypothese, dass eine hohe-
re wahrgenommene Aggressivitdt der Priifungstétigkeit das
Auftreten von UnregelméRigkeiten in der Rechnungslegung

177Vgl. hier und im Folgenden Schneider und Wilner (1990, S. 669-677).

178Wesentlichkeit des Geldbetrages, Art des RechnungslegungsverstoRes,
Wahrgenommenes Ausmal} der Versto3e gegen Regelungen des US-GAAP
und Stérke des Anreizes zur Bilanzmanipulation.

179priifung der Rechnungslegung durch den externen Jahresabschlussprii-
fer, die Interne Revision oder ohne Priifung.

180Vgl. hier und im Folgenden Schneider und Wilner (1990, S. 677-681).

181Vgl. Schneider und Wilner (1990, S. 680); Uecker et al. (1981, S. 465).

182Vgl. hier und im Folgenden Uecker et al. (1981, S. 467).
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reduziert. Keine der aufgestellten Hypothesen konnte im Zu-
ge der Forschung bestétigt werden und Uecker et al. (1981)
konkludieren, dass die reine Existenz einer Internen Revisi-
on und deren Auftreten die Geschiftsfiihrung nicht davon
abhalt, Bilanzmanipulation zu betreiben oder betriigerische
Handlungen in Betracht zu ziehen.'®*

Besonders spannend ist die Verdnderung der Wahrneh-
mung der Internen Revision und die damit verbundenen Aus-
wirkungen auf die Qualitdt der Rechnungslegung im Ver-
lauf der vergangenen Jahrzehnte. Zwar wurde bereits in den
1970er Jahren vermehrt darauf hingewiesen, dass eine star-
ke Interne Revision mit freiem Zugang zu allen relevanten In-
formationen als eine der wesentlichen Kontrollempfehlungen
zur Vermeidung und Aufdeckung von Bilanzmanipulationen
und dolosen Handlungen gilt, dieser Zusammenhang konn-
te jedoch erst deutlich spéter in Studien belegt werden.'®*
Wahrend das Vorhandensein und die Wahrnehmung einer In-
ternen Revision in den 1980er Jahren noch keinen wesentli-
chen Einfluss auf das Verhalten von Managern und damit ver-
bunden auf die Vermeidung von Bilanzmanipulationen hat-
ten, sehen aktuellere Studien andere Forschungsergebnisse.
Dies zeigt sich insbesondere dadurch, dass die {iberwiegen-
de Mehrheit der in Kapitel 4.1. und 4.2. ausgewerteten Stu-
dien zeigt, dass die Existenz einer Internen Revision per se
entweder mindestens zu einer gleichbleibenden, meist aber
eher verbesserten Qualitat der Rechnungslegung fiihrt. Die
Ergebnisse zeigen eine Entwicklung und Steigerung des Be-
wusstseins {iber die Relevanz und Tatigkeitsfelder der Inter-
nen Revision und somit die abschreckende Wirkung Bilanz-
manipulation oder dolose Handlungen zu betreiben.

4.4. Ausgliederung der Internen Revision

Die wissenschaftliche Literatur beschéftigt sich neben
dem Einfluss der blof3en Existenz von Internen Revisionen
auch mit den Vor- und Nachteilen der Ausgliederung der ent-
sprechenden Tatigkeiten. Grundsatzlich 1asst sich feststellen,
dass das Ausgliedern der Tatigkeiten der Internen Revision
an externe Dienstleister zunehmend an Relevanz gewinnt. '
Generell werben die externen Anbieter von Revisionsdienst-
leistungen damit, dass sie kosteneffiziente Arbeitsergebnisse
liefern und dariiber hinaus gegeniiber unternehmensinter-
nen Revisionen auf iiberlegenes Fachwissen zuriickgreifen
konnen.'®® Dementsprechend gilt es, auch diesen Aspekt ni-
her zu betrachten und der wissenschaftlichen Literatur zu
entnehmen, ob eine ausgegliederte Interne Revision einer
unternehmenseigenen Revisionsabteilung iiberlegen ist und
demnach einen groferen positiven Einfluss auf die Qualitat
der Rechnungslegung haben konnte.

Baatwah et al. (2021) untersuchen, ankniipfend an die
Untersuchungen von Baatwah, Al-Ebel und Amrah (2019),
auf Basis der Paneldaten von 928 omanischen Unternehmen

183yg]. Uecker et al. (1981, S. 465 & 476-478).

184 Weiterfithrend siehe Uecker et al. (1981, S. 466).
185yigl. Carey, Subramaniam und Ching (2006, S. 26).
186Vgl. Caplan und Kirschenheiter (2000, S. 392).
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im Zeitraum 2005 bis 2017, den Zusammenhang zwischen
der Expertise einer ausgegliederten Internen Revision und
echtem Earnings Management, also sachverhaltsgestalten-
den, bilanzpolitischen MaRnahmen.'®” Die Autoren haben
bewusst den omanischen Markt fiir ihre Untersuchungen ge-
wéhlt, da zum Untersuchungszeitpunkt 58 % der omanischen
Unternehmen ihre Interne Revision ausgegliedert haben.!'®®
Der hohe Anteil ausgegliederter Interner Revisionen resul-
tiert im Wesentlichen aus der Schwierigkeit, kompetente
Mitarbeiter auf dem omanischen Arbeitsmarkt zu finden und
die Objektivitdt Interner Revisionen zu gewdhrleisten.'®’
Gemaf3 Barr-Pulliam (2016) kann diese Problematik jedoch
auch auf andere Lander iibertragen werden, da es generell als
schwierig erachtet wird, entsprechend kompetente Mitarbei-
ter zur Besetzung von unternehmensinternen Revisionen zu
finden.'”” Davon abgesehen ist Oman eine besonders inter-
essante Forschungsregion, da Geschéaftsfithrungen in Oman
im Vergleich mit 38 anderen Lindern am meisten Bilanzma-
nipulation zu betreiben scheinen.'”! Baatwah et al. (2021)
stellen im Rahmen ihrer Forschung fest, dass die Branchen-
expertise einer ausgegliederten Internen Revision nicht mit
der Reduktion von echtem Earnings Management zusam-
menhingt, das firmenspezifische Wissen hingegen schon.'"”
Die Autoren argumentieren, dass die entsprechende Bran-
chenexpertise auf Managementebene der ausgegliederten
Internen Revisionen durchaus vorhanden sein konnte, die
Weitergabe an das Personal jedoch nur begrenzt stattfindet.
Auflerdem vermuten die Autoren, dass die Auffithrung von
branchenspezifischen Fachkenntnissen auf der Homepage
eines Anbieters lediglich Marketingzwecken dienen konnte.
Das firmenspezifische Wissen einer ausgegliederten Internen
Revision ist gemdfd Baatwah et al. (2021) zur Vermeidung
und Aufdeckung von echtem Earnings Management natur-
gemal$ von grofderer Bedeutung. Laut diesen Erkenntnissen
weisen die Autoren darauf hin, dass eine lingere Mandats-
dauer mit einer gesteigerten Qualitdt der ausgegliederten
Internen Revision einhergehen konnte. Bereits 2019 untersu-
chen Baatwah et al. (2019) auf Basis von 711 Beobachtungen
omanischer Unternehmen im Zeitraum 2005 bis 2014, wie
effizient ausgegliederte Interne Revisionen sind und wie die-
se im Zusammenhang mit qualitativ hochwertigen externen
Jahresabschlusspriifern stehen.!”® Die Autoren stellen fest,
dass die ausgegliederten Internen Revisionen insbesondere
dann effizient arbeiten, wenn die Dienstleistung von einer
Big-4-Priifungsgesellschaft'®* durchgefiihrt wird.'”> Zudem
ist die Zusammenarbeit zwischen den externen Jahresab-
schlusspriifern von Unternehmen und deren ausgegliederten

187Vgl. Baatwah et al. (2021, S. 206).

188Vgl. Baatwah et al. (2021, S. 211).

189Weiterfithrend siehe Baatwah et al. (2019, S. 425).

190Vgl. Barr-Pulliam (2016, S. 1-2).

191ygl. Baatwah et al. (2021, S. 211). Weiterfithrend siehe EY (2015, S.
22).

192Vgl. hier und im Folgenden Baatwah et al. (2021, S. 224-225).

193ygl. Baatwah et al. (2019, S. 429).

194Heute bestehend aus: Deloitte, EY, PricewaterhouseCoopers und KPMG.

195Vgl. hier und im Folgenden Baatwah et al. (2019, S 430-441).
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Internen Revisionen signifikant hoher, wenn die ausgeglie-
derte Dienstleistung von einer Big-4-Priifungsgesellschaft
durchgefiihrt wird. Dieses Ergebnis deckt sich mit Prawitt et
al. (2012), die auf Basis von 334 Beobachtungen von 159
Unternehmen aus 37 Landern den Zusammenhang zwischen
der Ausgliederung von Internen Revisionen und Rechnungs-
legungsrisiken untersuchen.'?® Prawitt et al. (2012) subsum-
mieren, dass die Jahresabschlussqualitdt von Unternehmen
steigt, wenn die Tatigkeiten der Internen Revision zumin-
dest partiell von externen Jahresabschlusspriifern erbracht
werden.'”” Zudem konnen die Autoren feststellen, dass die
Existenz einer Internen Revision, unabhingig davon, ob un-
ternehmensintern oder ausgegliedert, Rechnungslegungsri-
siken minimiert. Carey et al. (2006) fiigen dem noch hinzu,
dass insbesondere kleinere Unternehmen die Ausgliederung
der Internen Revision als sinnvollen Schritt erachten, wohin-
gegen groRere Unternehmen vorrangig aus Griinden der Kos-
teneinsparung den Wechsel von einer unternehmensinternen
zu einer ausgegliederten Revision in Betracht ziehen.'”®

Im Zusammenhang mit der Internen Revision wird in der
wissenschaftlichen Literatur hdufig von der Notwendigkeit
der Unabhingigkeit der Internen Revision gesprochen.'”’
Caplan und Kirschenheiter (2000) argumentieren daher im
Rahmen ihrer Forschung, dass insbesondere das Angestell-
tenverhdltnis von unternehmensinternen Revisoren dazu
fithrt, dass diese deutlich weniger Verantwortung tragen
und nicht haftbar gemacht werden koénnen, im Vergleich
zu Dienstleistern.?’’ Und tatsichlich zeigen die Ergebnisse
der Autoren, dass ausgegliederte Interne Revisionen min-
destens eine gleichwertige, oft aber auch eine qualitativ
hoherwertige Priifung durchfithren, allerdings resultiert dies
in einem deutlich héheren Honorar.?’! Interessanterweise
widerspricht dies den Forschungsergebnissen von Carey et
al. (2006), die argumentieren, dass insbesondere grof3e Fir-
men aus Kosteneinsparungsgriinden die Ausgliederung der
Internen Revision in Betracht ziehen.’"” Caplan und Kir-
schenheiter (2000) stellen allerdings ebenfalls fest, dass die
Ausgliederung der Internen Revision gleichzeitig zur Erho-
hung von Risiken fithren kann und insbesondere das Risiko
besteht, dass Kontrollrisiken unentdeckt bleiben. Durch Ska-
leneffekte konnen externe Dienstleister teilweise {iberlegene
Audit-Ressourcen bieten, wohingegen unternehmensinter-
ne Revisionen meistens iiber mehr firmenspezifisches Wis-
sen verfiigen. James (2003) stellen im Zuge einer durchge-
fiihrten Umfrage fest, dass sowohl unternehmensinterne als
auch ausgegliederte Interne Revisionen als kompetent genug
wahrgenommen werden, um grundsétzlich betriigerische
Handlungen aufzudecken, vorausgesetzt sie berichten direkt

196yg]. Prawitt et al. (2012, S. 1110-1112).

197ygl. hier und im Folgenden Prawitt et al. (2012, S. 1129-1130).

198ygl. Carey et al. (2006, S. 26-27).

199ygl. Mubako (2019, S. 539).

200Vgl. Caplan und Kirschenheiter (2000, S. 392-393).

201yg], hier und im Folgenden Caplan und Kirschenheiter (2000, S. 411-
412).

202Vgl. Carey et al. (2006, S. 26-27).
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an den Priifungsausschuss.?® Allerdings stellt James (2003)
fest, dass die Umfrageteilnehmer davon ausgehen, dass aus-
gegliederte Interne Revisionen {iber weniger branchen- und
insbesondere firmenspezifisches Wissen verfiigen. Diese Er-
kenntnis kollidiert teilweise mit den Forschungsergebnissen
von Baatwah et al. (2021), die feststellen, dass insbesondere
das firmenspezifische Wissen zur Aufdeckung von betriigeri-
schen Handlungen eine grof3e Rolle bei Internen Revisionen
spielt.

Coram, Ferguson und Moroney (2008) untersuchen, ob
Unternehmen, in denen eine Internen Revision existiert, be-
triigerische Handlungen mit einer héheren Wahrscheinlich-
keit aufdecken und melden als Unternehmen ohne eine In-
terne Revision. Thre Forschung basiert auf den 491 Unter-
nehmen aus Australien und Neuseeland, die Teil des KMPG
Fraud Survey’’* im Jahr 2004 waren.’’® Die relevanten Infor-
mationen beziiglich der Internen Revision der entsprechen-
den Unternehmen erhielten die Autoren mittels Fragebogen.
Coram et al. (2008) stellen fest, dass Unternehmen mit ei-
ner Internen Revision mit einer hoheren Wahrscheinlichkeit
betriigerische Handlungen aufdecken.’’® Zudem zeigen die
Forschungsergebnisse, dass dies insbesondere fiir Unterneh-
men gilt, die zumindest partiell eine unternehmenseigene In-
terne Revision haben. Dieses Forschungsergebnis deckt sich
mit der in Kapitel 4.1. dargestellten Erkenntnis, dass die Exis-
tenz einer Internen Revision zur Steigerung der Rechnungs-
legungsqualitét beitrdgt. Gemafd Coram et al. (2008) ist die
Wabhrscheinlichkeit zur Aufdeckung und Meldung von betrii-
gerischen Handlungen bei Unternehmen mit einer ausgeglie-
derten Internen Revision niedriger.?’” Dieses Forschungser-
gebnis bildet gegentiber der allgemeinen Meinung der wis-
senschaftlichen Literatur eine Ausnahme, denn diese zeigt
auf, dass eine ausgegliederte Interne Revision eine mindes-
tens gleichbleibende Rechnungslegungsqualitét bietet, wenn
nicht sogar eine gesteigerte gegeniiber unternehmensinter-
nen Revisionen.””®

Zusammenfassend kann festgestellt werden, dass die
Ausgliederung der Internen Revision eine {iberlegenswerte
MaBnahme fiir Unternehmen darstellen kann. Wenn Un-
ternehmen auf qualitativ hochwertige Anbieter der Revi-
sionsdienstleistung zuriickgreifen, Malnahmen einleiten,
um dem potenziell gestiegenen Risiko des Ubersehens von
Kontrollrisiken entgegenzuwirken und hoéhere Honorare in
Kauf nehmen, kann die Ausgliederung der Internen Revision
durch eine mindestens gleichbleibende, im besten Fall aber
gesteigerte Qualitdt der Dienstleistung, zur Steigerung der
Qualitat der Rechnungslegung beitragen. Allerdings ist sich
die wissenschaftliche Literatur einig, dass die bisherigen Er-
kenntnisse zwar eine erste Tendenz, fiir eine abschlief3ende
Beurteilung der Vor- und Nachteile der Ausgliederung der

203Vgl. hier und im Folgenden James (2003, S. 315 & 323).
204Weiterfithrend siehe KPMG (2004, S. 5-26).

205Vgl. hier und im Folgenden Coram et al. (2008, S. 543).
206Vgl. hier und im Folgenden Coram et al. (2008, S. 557-558).
207y/g]. Coram et al. (2008, S. 557-558).

208y7g]. Mubako (2019, S. 538).
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Internen Revision erkennen lassen, jedoch dass auch noch
deutlich mehr Forschungsbedarf besteht.?

4.5. Sonstige Einflussfaktoren der Internen Revision
4.5.1. Ausgestaltung einer qualitativ hochwertigen Internen
Revision

Wie bereits dargestellt, wird die Interne Revision in der
wissenschaftlichen Literatur als einer von vier Grundpfeilern
der Corporate Governance gesehen und ergdnzt demnach das
System, bestehend aus dem externen Jahresabschlusspriifer,
dem Priifungsausschuss und der Geschiftsfithrung.?'® Gram-
ling et al. (2004) tragen in ihren Ausfiihrungen einige der
wesentlichen Treiber der Qualitit der Internen Revision zu-
sammen. Demnach spielen insbesondere zur Beurteilung der
Kompetenz die Kenntnisse der Internen Revision {iber die un-
ternehmensspezifischen Betriebsabldufe, Prozesse und Ver-
fahren eine grofRe Rolle.?!' Zwar zeigen zahlreiche der in
den vorherigen Kapiteln zusammengetragenen Studien, dass
die blof3e Existenz einer Internen Revision bereits einen po-
sitiven Einfluss auf die Qualitit der Rechnungslegung hat?'2,
dennoch verdeutlichen die in Kapitel 4.2. dargestellten For-
schungsergebnisse, dass eine Internen Revision dariiber hin-
aus einer ausreichend hohen Qualitit entsprechen muss®'?,
damit diese einen wiinschenswerten und positiven Einfluss
auf die Qualitdt der Rechnungslegung haben kann. Dement-
sprechend werden im Folgenden die geméal aktuellem For-
schungsstand haufig genannten und die Qualitit der Inter-
nen Revision beeinflussenden Faktoren aufgefiihrt. Fiir die
Messung und Beurteilung der Qualitit der Leistungen und
Effektivitdt der Funktionen der Internen Revision stehen di-
verse Methoden zur Verfiigung, eine Messung der Priifungs-
qualitdt unter Zuhilfenahme einer einzelnen direkt beobacht-
baren Variable ist nicht moglich. Bei dem von Internen Revi-
sionen erbrachten Leistungsspektrum handelt es sich in der
Regel um ein Vertrauensgut, da ,es nicht moglich ist, die Ver-
lasslichkeit der finanziellen Berichterstattung oder die Ein-
haltung von Gesetzen und Vorschriften usw. eindeutig auf
die Revisionstitigkeit zuriickzufiihren“.*'* Bedingt durch die
Besonderheit des Vetrauensgutes und, wie in Kapitel 4.2. be-
reits dargestellt, der Menge an unterschiedlichen Uberprii-
fungsmethoden ist die Messung der Qualitét der Internen Re-
vision problematisch.?'> GemiR wissenschaftlicher Literatur
gibt es die nachfolgend dargestellten, wesentlichen Treiber
zur Steigerung und Beurteilung der Qualitét einer Internen
Revision. Schneider (1985) stellt fest, dass externe Jahresab-
schlusspriifer, die die Arbeitsergebnisse von Internen Revisio-
nen gemif SAS No. 65%'° in deren Arbeit integrieren moch-
ten, die Qualitat der Arbeitsergebnisse mit 41,7 % gewichten,

209ygl. Mubako (2019, S. 542-543).

210Vgl. Gramling, Maletta, Schneider und Church (2004, S. 194).

21lygl. Gramling et al. (2004, S. 200).

212yg]. Beasley et al. (2000, S. 453); Coram et al. (2008, S. 557-558); Ge-
brayel et al. (2018, S. 211); Sierra Garcia et al. (2012, S. 321-322).

213ygl. Bajra und Cadez (2018, S. 161-163); Ege (2015, S. 497-498); Is-
mael und Kamel (2021, S. 961-973); Prawitt et al. (2009, S. 1269-1270).

2147ehnder und Bronnimann (2005, S. 449).

215ygl. Hélscher und Rosenthal (2007, S. 15-16).

216Weiterfithrend siehe AICPA (Hrsg.) (1997), S. 1805-1812.
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gefolgt von der Kompetenz der Internen Revision mit 35,2 %
und abschlieRend mit deren Objektivitit mit 23,1 %.%!” Zwar
variiert die Gewichtung in der wissenschaftlichen Literatur,
jedoch besteht durchaus Einigkeit dariiber, dass es sich bei
diesen drei Faktoren um wesentliche Treiber handelt.>'® An-
kniipfend an die soeben genannten Faktoren fiihren Ismael
und Kamel (2021) in Anlehnung an die Qualitdtscharakte-
ristiken gemiR des IIA%'Y vier, teilweise {ibereinstimmende
Faktoren auf.”’’ Eine Interne Revision sollte in Abhéngig-
keit der Art und Grof3e des Unternehmens eine gewisse Min-
destgrofle umfassen, da davon ausgegangen wird, dass so-
mit pro Person mehr Zeit fiir Priifungshandlungen zur Ver-
fligung steht, unterschiedliche berufliche Hintergriinde vor-
handen sind und verschiedene Priifungstétigkeiten durchge-
fiihrt werden.”?! Die Unabhéngigkeit und Objektivitit einer
Internen Revision gilt als gewahrleistet, wenn die funktionale
beziehungsweise direkte Berichtspflicht gegeniiber dem Prii-
fungsausschuss gilt und gegeniiber der Geschéaftsfithrung nur
die administrative beziehungsweise operative Berichtsbezie-
hung.?”? Die Zuverlissigkeit der Arbeitspraktiken und Me-
thoden, die eine Interne Revision anwendet, um Priifungs-
sicherheit zu erlangen, sowie deren Einklang mit den be-
rufsstindischen Standards spielen ebenfalls eine elementare
Rolle.??® Der letzte Faktor umfasst die individuellen Eigen-
schaften und Kompetenzen der Internen Revisoren, wie de-
ren Personlichkeit, technisches Geschick, Bildungsstand, Be-
rufserfahrung, Teilnahme an Schulungsmafinahmen oder die
professionellen Zertifizierung.??* Prawitt et al. (2009) neh-
men an, je kompetenter ein Interner Revisor ist, desto gro-
Rer ist die Wahrscheinlichkeit, dass er Faktoren, die Earnings
Management beeinflussen, versteht und Indikatoren fiir ei-
ne Verzerrung des Jahresergebnisses durch die Geschéftsfiih-
rung erkennt und zu iiberpriifen wei.?>> Die Anforderun-
gen an die Kenntnisse und Kompetenzen von Mitarbeitern
der Internen Revision werden zum einen im IPPF erldutert
und zum anderen ausfiihrlich im Kompetenzrahmen des IIA,
dem Internal Audit Competency Framework dargestellt.’?°
Der Kompetenzrahmen stellt mittels seiner definierten Wis-
sensbereiche und aufeinander aufbauenden Kompetenzstu-
fen eine Orientierung fiir die Weiterbildung und -entwicklung
von Internen Revisoren dar und soll dadurch Qualifikations-
liicken identifizieren und beheben.?”” RegelméRige Fortbil-
dungen gehoren zu den Anforderungen des IPPF an die Mit-
arbeiter der Internen Revision, zudem sollen Qualititssiche-

217ygl. Schneider (1985, S. 300).

218ygl. Glover, Prawitt und Wood (2008, S. 195).

219Weiterfiihrend siehe IIA (Hrsg.) (2017), S. 1-25.

220Vgl. zu diesem Absatz Arena und Azzone (2009, S. 43-60); Hass, Abdol-
mohammadi und Burnaby (2006, S. 835-844); Ismael (2019, S. 113-143);
Ismael und Kamel (2021, S. 955); Sarens (2009, S. 1-7).

221 Weiterfiihrend siehe IIA (2010), S. 50-53.

222 Weiterfiihrend siehe Eighme und Cashell (2002, S. 3-10); Sarens (2009,
S. 3-4).

223Weiterfiihrend siehe Sarens (2009, S. 4).

224Weiterfiihrend siehe Sarens (2009, S. 4).

225yg]. Prawitt et al. (2009, S. 1260).

226y/g]. DIIR (2018), S. 29-31; DIIR (Hrsg.) (2020b, S. 1-7).

227ygl. DIIR (Hrsg.) (2020D, S. 1-7).
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rungsmalsnahmen, interne und externe Beurteilungen zur Si-
cherung und Verbesserung der Mitarbeiter und Tatigkeiten
der Internen Revision beitragen.??®

4.5.2. Berticksichtigung kultureller Unterschiede

Bedingt durch die Globalisierung und Digitalisierung
steigt zum einen die Anzahl an multinationalen Unterneh-
men und zum anderen arbeiten vermehrt Menschen aus
verschiedenen Kulturen und Lindern zusammen.??° Zur voll-
stdndigen Darstellung des Einflusses der Internen Revision
auf die Qualitat der Rechnungslegung gilt es daher, kulturelle
Unterschiede in die Betrachtung miteinzubeziehen. Wahrend
in entwickelten Lindern die Relevanz und Notwendigkeit der
Tatigkeiten und Malinahmen einer qualitativ hochwertigen
Internen Revision bereits erkannt wurden, ergeben sich in
Entwicklungsldndern teilweise grol3e Hiirden bei der Erfiil-
lung der Aufgaben der Internen Revision aufgrund fehlender
Akzeptanz durch differierende kulturelle Anschauungen.?*°
Die Betrachtungen der im Rahmen dieses Kapitels ausgewer-
teten Studien, die den Effekt von kulturellen Unterschieden
auf die Qualitdt der Internen Revision untersuchen, leh-
nen sich an die Kulturdimensionen von Hofstede (1980)
an.?®! Die Dimensionen gliedern sich in Machtdistanz?*?,
Kollektivismus vs. Individualismus®*®, Maskulinitit vs. Fe-
mininitat>**, Langezeit- vs. Kurzzeitorientierung”*®, Genuss
vs. Zuriickhaltung®*® und Unsicherheitsvermeidung®®’. Die
jeweiligen Dimensionen geben Tendenzen an, wie die Wer-
te und Einstellungen von Menschen in verschiedenen Lan-
dern im beruflichen Kontext typologisiert werden konnen.
Die Forschungsergebnisse von Alzeban (2014) zeigen, dass
Unternehmen in einem Umfeld mit hoher Machtdistanz so-
wie hoher Unsicherheitsvermeidung durch eine niedrigere
Qualitit der Internen Revision charakterisiert werden, wo-
hingegen ein positiver Zusammenhang zwischen Individua-
lismus und der Qualitét der Internen Revision zu bestehen
scheint.?*® Sarens und Abdolmohammadi (2010) stellen im
Rahmen ihrer Forschung fest, dass ein Umfeld mit hoher
Unsicherheitsvermeidung und Kollektivismus die Professio-
nalitit von Internen Revisionen negativ beeinflusst.>*° Zu-

228ygl. DIIR (2018), S. 32-35.

229Vgl. Cizmas, Feder, Maticiuc und Vlad-Anghel (2020, S. 1-2).

230ygl. Alzeban (2014, S. 57-58).

231Vgl. Alzeban (2014, S. 57); Eulerich und Ratzinger-Sakel (2018, S. 218);
Sarens und Abdolmohammadi (2010, S. 5).

232Gibt an bis zu welchem Ausmaf weniger michtige Menschen erwarten
und akzeptieren, dass Macht ungleich verteilt ist. Bei hoher Machtdistanz ist
die Macht sehr ungleich verteilt.

233Wertesystem, in dem die Bediirfnisse eines Individuums, vor dem der
Gemeinschaft stehen vs. Wertesystem, in dem die Bediirfnisse eines Indivi-
duums, den Interessen der Gemeinschaft untergeordnet werden.

234Gibt an, in welchem Ausmaf eine Gesellschaft von Idealen wie Erfolg
oder Macht vs. Fiirsorge und Beziehungen geprégt ist.

235 Ausrichtung einer Gesellschaft auf langanhaltende Losungen vs. tempo-
rére kurzfristige Erfolge.

236Gibt an, wie wichtig Menschen das Ausleben eigener Bediirfnisse ist.

237Grad, zu dem sich Menschen durch ungewisse oder unbekannte Situa-
tionen bedroht fiihlen.

238ygl. Alzeban (2014, S. 73).

239Vgl. hier und im Folgenden Sarens und Abdolmohammadi (2010, S. 22-
25).
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dem finden sie einen marginalen negativen Zusammenhang
zwischen dem Durchsetzungsvermogen und der Professio-
nalitdt von Internen Revisionen, was die Autoren darauf
schlief3en lasst, dass Interne Revisionen am professionells-
ten vorgehen, wenn ein unaufdringliches, nicht aggressives
und sanftmiitiges Auftreten vorliegt. Im Allgemeinen finden
Sarens und Abdolmohammadi (2010) heraus, dass nicht
die geografische Lage eines Unternehmens iiber die Profes-
sionalitét einer Internen Revision entscheidet, sondern die
vorherrschenden Kulturdimensionen sowie das vorliegende
Rechtssystem. So stellen die Autoren fest, dass ein Com-
mon Law-Umfeld im Vergleich zu einem Civil Law-Umfeld
in der Regel mit einer besseren Corporate Governance ver-
knfipft ist, was sich wiederum positiv auf die Professionalitit
von Internen Revisionen auswirkt. Die Forschungsergebnisse
von Eulerich und Ratzinger-Sakel (2018) zeigen, dass die
Dimensionen Unsicherheitsvermeidung und Langzeitorien-
tierung die Unabhéngigkeit und Objektivitit von Internen
Revisionen verbessern, wohingegen ein Umfeld mit hohem
Individualismus einen negativen Effekt aufweist.”*’ Es gilt,
diese Forschungsergebnisse und den Einfluss der Internen
Revision im Kontext mit dem jeweiligen kulturellen Umfeld
auf die Qualitédt der Rechnungslegung zu beriicksichtigen.

4.5.3. Whistleblowing

Nur allzu haufig hat die Vergangenheit gezeigt, dass nicht
Behorden, Wirtschaftspriifer oder eingerichtete interne Kon-
trollen Missstdnde oder Straftaten aufdecken, sondern Whist-
leblower.?*! Whistleblower legen potenzielle Risiken, illega-
le, unmoralische oder nicht legitimierte Praktiken gegen-
iiber unternehmensinternen oder externen Parteien, die das
entsprechende Fehlverhalten beeinflussen kénnen, offen.?*?
Sollten solche Sachverhalte in Unternehmen vorliegen, kann
dies bei Nichtaufdeckung die Qualitdt der Rechnungslegung
auf unterschiedliche Weisen negativ beeinflussen. Neben
Malnahmen der Unternehmen, die ergriffen werden, um
betriigerische Handlungen von vornherein zu verhindern,
gehort es zu einem erfolgreichen Corporate Governance
Management dazu’*’, ein gut funktionierendes Hinweisge-
bersystem fiir Whistleblower zu implementieren.?** Hierbei
soll die Moglichkeit gegeben werden, vermeintliche Miss-
stinde oder illegale Aktivititen im Optimalfall unterneh-
mensintern zu melden. Haufig handelt es sich bei Whist-
leblowern um Mitarbeiter der betroffenen Unternehmen.?*°
Von zentraler Bedeutung fiir Unternehmen ist es daher, dass
sie versuchen, mittels eines gut funktionierenden internen

240y7g]. hier und im Folgenden Eulerich und Ratzinger-Sakel (2018, S. 224).

241Vgl. ACFE (2020, S. 19); Dworkin und Baucus (1998, S. 1282); Dyck,
Morse und Zingales (2010, S. 2215); EY (2016, S. 2).

242Vgl. Near und Miceli (1985, S. 508).

243Empfehlung des DCGK: ,,(...) Beschiftigten soll auf geeignete Weise die
Moglichkeit eingerdaumt werden, geschiitzt Hinweise auf Rechtsverstof3e im
Unternehmen zu geben (...)“. DCGK (Hrsg.) (2019), S. 4.

244ygl. hier und im Folgenden Schemmel, Ruhmannseder und Witzigmann
(2012, S. 5).

245ygl. ACFE (2020, S. 19); Dyck et al. (2010, S. 2214); Stubben und Welch
(2020, S. 474).
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Whistleblowing-Systems das externe Whistleblowing”*® und
somit eventuelle Reputationsschidden, finanzielle Einbulsen
und Strafen**’ zu vermeiden.’*® Die Interne Revision kann
in diesem Zusammenhang unterschiedliche Rollen einneh-
men. Zum einen kann sie in den Prozess der Hinweissichtung
und -untersuchung eingebunden sein, zum anderen muss sie
im Rahmen der Risikoeinschiatzung entsprechend evaluie-
ren, ob das Unternehmen Rahmenbedingungen geschaffen
hat, die das Hinweisen auf Missstinde oder Straftaten so
attraktiv wie moéglich machen.”*” Zudem hat sich im Rah-
men einer Umfrage unter Leitern von Revisionsabteilungen
gezeigt, dass die Abteilung der Internen Revision regelma-
Rig als Anlaufstelle fiir Whistleblower genutzt wird, vor-
ausgesetzt sie genieldt ein entsprechend hohes Ansehen im
Unternehmen.”" Ein zentraler Erfolgsfaktor fiir die Nut-
zung der Internen Revision als Anlaufstelle fiir Hinweise ist
die direkte Berichtsbeziehung der Internen Revision zum
Priifungsausschuss und somit die Unabhéngigkeit von der
Geschiftsfiihrung.>! GemiR der Forschungsergebnisse von
Kaplan und Schultz (2007) scheint die Qualitédt der Internen
Revision, entgegen ihrer urspriinglichen Hypothese, keinen
Einfluss auf die Meldewahrscheinlichkeit von Missstinden
zu haben.?*” Die Autoren begriinden dies damit, dass in Un-
ternehmen teilweise ein sehr eingeschranktes Wissen iiber
die Aufgaben und Tatigkeitbereiche der Internen Revision
vorherrscht. Die bisherigen Forschungsergebnisse zeigen,
dass die Existenz einer Internen Revision ein entscheiden-
der Erfolgsfaktor im Umgang mit Whistleblowern und damit
verbunden der Aufdeckung von, die Qualitit der Rechnungs-
legung beeinflussenden Missstdnden sein kann.

4.5.4. Rotation des Revisionsleiters

Die von der EU eingefiihrte Rotationspflicht*>® fiir Jah-
resabschlusspriifer von Unternehmen von 6ffentlichem Inter-
esse’>* wirft die Frage auf, ob auch die Rotation des Leiters
der Internen Revision zu einer hoheren Priifungsqualitdt und
damit verbunden zu einer hoheren Rechnungslegungsquali-
tat fithren konnte. Auf die hohe Relevanz der Objektivitét der
Internen Revision wird im Rahmen des praktischen Ratschla-
ges der internationalen Grundlagen fiir die berufliche Praxis
der Internen Revision Nr. 1120 verwiesen.?>® Die Autoren

246Wenn sich Whistleblower mit ihren Beobachtungen an externe Dritte,
wie beispielsweise Medienvertreter oder Behorden der Strafverfolgung wen-
den.

247Beispielsweise straf- und arbeitsrechtliche Konsequenzen, Wettbewerbs-
verbote, Strafzahlungen und Verbot der Vergabe von 6ffentlichen Auftrégen.

248ygl. Rothschild und Miethe (1999, S. 120).

2#9ygl. Schneider (2008, S. 74-75).

25071% der befragten Revisionsleiter gaben an Hinweise von Whistleblo-
wern erhalten zu haben.Vgl. Read und Rama (2003, S. 356).

251ygl. Chambers (1995, S. 195); IIA (2013b, S. 1-3); Schneider (2008, S.
74-75).

252Vgl. hier und im Folgenden Kaplan und Schultz (2007, S. 121).

253ygl. Europdisches Parlament und Rat der Eulerich und van Uum (2014,
Art. 17).

254Weiterfithrend zu den Begriffsbestimmungen der Unternehmen von 6f-
fentlichem Interesse siehe Européisches Parlament und Rat der EU (Hrsg.)
(2006), Art. 2 Nr. 13.

255 vgl. DIIR (Hrsg.) (2016), S. 87-89.
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d’Arcy und Hoos (2012) stellen im Rahmen einer Umfrage
unter 118 Internen Revisoren fest, dass die Rotation des Re-
visionsleiters als eine mogliche Malinahme zur Steigerung
der Objektivitdt und Unabhéngigkeit der Internen Revision
gesehen wird, allerdings mit dem Nachteil des Verlustes des
firmenspezifischen Wissens und der Erhdhung der Kosten.?*°
Daugherty, Dickins, Hatfield und Higgs (2012) verweisen in
ihren Forschungsergebnissen ebenfalls darauf, dass die Rota-
tion von Priifungsleitern mit dem Verlust von kundenspezifi-
schem Wissen einhergeht, was gemal} den Forschungsergeb-
nissen von Baatwah et al. (2021) als ein wesentlicher Faktor
zur Reduktion von Earnings Management betrachtet werden
sollte.?>” Daugherty et al. (2012) zeigen zudem auf, dass
durch Priiferrotation die Priifungsqualitét, bedingt durch die
gesteigerte Unabhéngigkeit des Priifers, zwar als gesteigert
wahrgenommen wird, es tatsdchlich aber insbesondere in
der Startphase nach der Rotation eher zur Reduktion der
Priifungsqualitit kommt.?*® Diese Ergebnisse decken sich
mit Geiger und Raghunandan (2002) und St. Pierre und An-
derson (1984), die ebenfalls feststellen, dass die Wahrschein-
lichkeit fiir Fehler im Priifungsverfahren insbesondere in den
ersten Jahren nach der Rotation deutlich héher ist.>*” Dem-
gegeniiber stehen Forschungsergebnisse, die einen Zusam-
menhang zwischen der Rotation des Abschlusspriifers und
der Reduktion von Earnings Management®*" beziehungswei-
se der Verschlechterung der Priifungsqualitdt mit laufender
Priifungsmandatsdauer®®' feststellen. AbschlieRend bleibt
festzuhalten, dass in der wissenschaftlichen Literatur zum
aktuellen Zeitpunkt noch Uneinigkeit beziiglich der Vor- und
Nachteile der Rotation von externen Jahresabschlusspriifern
herrscht und dass insbesondere im Hinblick auf die niedrige
Forschungsdichte beziiglich der Rotation von Priifungsleitern
in der Internen Revision derzeit noch keine abschlieRende
Aussage getroffen werden kann.

5. Kritische Wiirdigung

Die wissenschaftliche Literatur zum Thema Interne Revi-
sion ist zwar zahlreich, jedoch aufgrund der Abhéngigkeit des
Einflusses der Internen Revision auf die Qualitat der Rech-
nungslegung von vielfaltigen Faktoren sehr widerspriichlich
und stellenweise veraltet. Dies begriindet sich unter ande-
rem darin, dass die ausgewerteten Daten und das Umfeld,
aus dem diese stammen, stark voneinander abweichen. Bei-
spielsweise verweisen die ausgewerteten Studien im Rahmen
ihrer Hypothesenbildung auf die jeweils geltenden Normen
im Hinblick auf die Interne Revision. Demnach sind die recht-
lichen Rahmenbedingungen und das kulturelle Umfeld der

256Vgl. d’Arcy und Hoos (2012, S. 124-131).

257yigl. Baatwah et al. (2021, S. 224-225); Daugherty et al. (2012, S. 111-
112).

258ygl. Daugherty et al. (2012, S. 111).

259 vgl. Geiger und Raghunandan (2002, S. 75-76); St. Pierre und Ander-
son (1984, S. 256).

260weiterfithrend siehe Nagy (2005, S. 57-66).

261yweijterfithrend siehe Copley und Doucet (1993, S. 29-34).
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Studien, die {iber USA, Australien, Neuseeland, Europa, Spa-
nien und UK bis hin zu Malaysia und Oman reichen, sehr
unterschiedlich. Wie in den vorangegangenen Kapiteln dar-
gestellt, sind insbesondere die rechtlichen Rahmenbedingun-
gen und Anforderungen an die Tatigkeit von Internen Re-
visionen sehr unterschiedlich, da zahlreiche Rahmenwerke
und Stellungnahmen von relevanten Institutionen auf natio-
naler und internationaler Ebene existieren. Hierbei gilt es
zudem, im Blick zu behalten, in welchem strukturellen und
soziobkonomischen Umfeld die betrachteten Unternehmen
tatig sind, welchen Wirtschaftszweigen sie angehoren und
was fiir eine Art von Personen in dem Bereich tétig sind.
Dementsprechend miissen die Studienergebnisse insbeson-
dere im Hinblick auf die Ubertragbarkeit auf deutsche Un-
ternehmen mit Vorsicht interpretiert werden.

Das gleiche gilt auch fiir die Betrachtung des betriebenen
Earnings Managements und dessen Einfluss auf die Quali-
tiat der Rechnungslegung. Bei der Rechnungslegungsqualitét
handelt es sich um ein komplexes Konstrukt, dass sich aus
vielen unterschiedlichen Einflussfaktoren, wie beispielswei-
se der Qualitit des externen Jahresabschlusspriifers’®?, wei-
terer Corporate Governance Mechanismen, den rechtlichen
und demografischen Rahmenbedingungen?®® sowie der Her-
kunft der Umsitze’®* zusammensetzt. Beispielsweise hat sich
im Rahmen empirischer Forschungen gezeigt, dass Earnings
Management in Landern mit starken Corporate Governance
Strukturen, groflen Aktienmérkten, starken Anlegerrechten,
Streubesitz und einer strenger Rechtsdurchsetzung am nied-
rigsten ist.’> Die Messung der Qualitit von Corporate Go-
vernance Mechanismen, insbesondere der Internen Revision,
erfolgt in den meisten Studien mit Konstrukten, die sich in
der Regel nur auf eine oder eine kleine Anzahl von Quali-
titsdimensionen konzentrieren.’*® In der wissenschaftlichen
Literatur wird darauf verwiesen, dass eine Erweiterung und
Aktualisierung der etablierten Methoden zur Messung der
Qualitdt der Internen Revision sinnvoll ist.>®” Insbesondere
haben sich die notwendigen Fahigkeiten und Kompetenzen
zur Durchfithrung von Priifungshandlungen in der Internen
Revision verandert, so dass, um ein Beispiel zu nennen, zu-
kiinftig die Fahigkeit IT-Landschaften zu priifen, von grofSer
Bedeutung sein konnte. Aber auch der bislang eingeschrank-
te Zugang zu unternehmensinternen Dokumenten beziiglich
Interner Revisionen, die beispielsweise Informationen {iber
die durchgefiihrten Priifungshandlugen, Budgets, Zeitvorga-
ben und Vergiitungsstrukturen enthalten, erschwert die Ein-
schiatzung der Qualitdt der Internen Revisionen. Darauf auf-
bauend ist limitierend zu beriicksichtigen, dass insbesondere
die héufige Erfassung der Qualititsaspekte der Internen Re-
vision auf Basis von Befragungen mit der Reprasentation von

262Weiterfithrend siehe Becker, DeFond, Jiambalvo und Subramanyam
(1998, S. 5-21).

263Weiterfiihrend siehe Francis und Wang (2008, S. 158-162 & 185-186);
Leuz et al. (2003, S. 505-527).

264Weiterfithrend siehe Dyreng, Hanlon und Maydew (2012, S. 683-684).

265Vgl. Francis und Wang (2008, S. 185); Leuz et al. (2003, S. 506).

266y/g]. Bajra und Cadez (2018, S. 153).

267ygl. hier und im Folgenden Gramling et al. (2004, S. 235-236).
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subjektiven Sichtweisen einhergeht.

Im Rahmen der Forschung kann nur der finale veroffent-
lichte Jahresabschluss fiir die Untersuchung herangezogen
werden und es ist nahezu unmoglich, klar abzugrenzen, wel-
che Faktoren in welchem Maf3 zur Qualitdt des Jahresab-
schlusses beigetragen haben. Auferdem ist die Verwendung
von Abnormal beziehungsweise Discretionary Accruals als
Mal} zur Berechnung von Earnings Management und damit
verbunden, dem Ausmaf’ der Rechnungslegungsqualitat, kri-
tisch zu betrachten, da die Hohe der ermittelten Abnormal
Accruals unter anderem davon abhéngt, welche Methode zur
Ermittlung zum Einsatz kommt.?*® Des Weiteren kann sich
das ermittelte Ausmal} des Earnings Managements auch in
einem vollstindig legalen Rahmen ohne jegliche bewusste
Manipulation bewegen. Zwar ist das Vorgehen in der wis-
senschaftlichen Literatur géngige Praxis und zum Grof3teil
bedingt durch mangelnde Datenverfiigbarkeit, aber ein ge-
naueres und individuelleres Ermittlungsverfahren wére fiir
zukiinftige Forschungen wiinschenswert. Es stellt sich dem-
nach die Frage, ob Abnormal beziehungsweise Discretionary
Accruals fiir die Beurteilung des Einflusses der Internen Re-
vision auf die Qualitdt der Rechnungslegung ein optimales
Maf sind.

Im Allgemeinen geben nahezu alle Studien als wesentli-
che Limitation einen kleinen Stichprobenumfang an. Zudem
finden kaum Untersuchungen bzw. Differenzierung zwischen
unternehmensinternen Revisionen und ausgegliederten Re-
visionen statt. Wahrend zahlreiche Untersuchungen zu den
potenziellen Risikofaktoren einer eingeschriankten Unabhéan-
gigkeit der externen Jahresabschlusspriifer vorliegen, bleibt
die wissenschaftliche Literatur solchen Untersuchungen im
Hinblick auf die Interne Revision schuldig.’*” Da die in Kapi-
tel 4.2. ausgewerteten Studien keine signifikanten Ergebnis-
se fiir den Zusammenhang mit der Objektivitit der Internen
Revision liefern, in der wissenschaftlichen Literatur aber den-
noch Einigkeit dariiber herrscht, dass die Objektivitit einer
Internen Revision zu den wesentlichen Treibern der Qualitat
gehort, sollte dieser Faktor in einem anderen Setting erneut
erforscht werden.

Aufgrund der voranschreitenden Globalisierung ist ein
vermehrter Fokus auf die Interne Revision als Teil des Inter-
nen Kontrollsystems zu setzen. Sowohl die Prozesse als auch
die organisatorischen Strukturen in Unternehmen werden
zunehmend komplexer und machen ein wirksames und effizi-
entes IKS unverzichtbar. Dementsprechend muss der Aufga-
be der unternehmensinternen Uberpriifung der Wirksamkeit
und Optimierung des IKS durch die Interne Revision auch
auf politischer Ebene mehr Rechnung getragen werden. Zwar
bietet die vage Formulierung des Gesetzgebers in § 91 Abs.
2 AktG den Unternehmen die Moglichkeit moglichst flexi-
bel und individuell auf unternehmensinterne Besonderheiten
und Bediirfnisse einzugehen, aber auf der anderen Seite fehlt
der unternehmenstiibergreifende Nachdruck zur Einrichtung

268Weiterfithrend siehe KeRler (2015, S. 31-70).
269y7gl. Abbott et al. (2016, S. 6).
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einer einheitlichen Internen Revision durch eine explizite ge-
setzliche Forderung. Demnach ist es grundsatzlich problema-
tisch, dass die fehlende Konkretisierung der Notwendigkeit,
Ausgestaltung und Aufgaben der Internen Revision in Unter-
nehmen zu differierenden Meinungsauffassungen fiihrt. Ei-
ne Erlduterung, welche Mafnahmen der Gesetzgeber als ge-
eignet auffasst, um die Anforderungen des § 91 Abs. 2 AktG
zu erfiillen, bleibt aus, wodurch die Auslegungen der Rechts-
norm stark variieren.?’" Klar definierte und einheitliche An-
forderungen an Interne Revisionen von Unternehmen wiren
insbesondere zur Verbesserung der Qualitét von Internen Re-
visionen und der Entscheidungsfindung zur Ausgliederung
von Revisionstétigkeiten an externe Dienstleister wiinschens-
wert. Insbesondere da die Forschungsergebnisse zeigen, dass
eine Interne Revision positiv zur Qualitdt der Rechnungsle-
gung beitragen kann, wére die explizite Formulierung der
Mindestanforderungen an eine gesetzlich explizit geforder-
te Interne Revision sinnvoll.

Trotz der soeben aufgefiihrten Limitationen lassen sich
zur Beantwortung der Ausgangsfrage dieser Masterarbeit
einige Schlussfolgerungen beziiglich des Einflusses der Inter-
nen Revision auf die Qualitdt der Rechnungslegung ziehen.
Da eine effektive Interne Revision als einer von vier Grund-
pfeilern qualitativ hochwertiger Corporate Governance ge-
wertet wird, ist dessen Rolle, Ausgestaltung und Funktio-
nalitit von hoher Bedeutung”’' und die Interne Revision
kann dazu beitragen, Informationsasymmetrien zwischen
dem Priifungsausschuss und der Geschaftsfiihrung zu redu-
zieren.?’? Die iiberwiegende Mehrheit der im Rahmen dieser
Masterarbeit betrachteten Studien zeigt einen Zusammen-
hang zwischen Internen Revisionen und der Qualitdt der
Rechnungslegung von Unternehmen. Zwar variieren die Un-
tersuchungsansétze sowie die zugrunde gelegten Annahmen
und Datensitze, aber zusammenfassend kann festgestellt
werden, dass die Qualitdt der Rechnungslegung durch die
Existenz einer Internen Revision zumindest gleichbleibt, oft
aber auch verbessert werden kann. Einen Einfluss auf die
Starke und Richtung des Einflusses der Internen Revision
auf die Qualitdt der Rechnungslegung hat die Qualitédt der
Internen Revision. Auch wenn die Gewichtungen der qua-
litdtsbeeinflussenden Faktoren von den relevanten Institu-
tionen und Forschern unterschiedlich dargestellt werden, so
konnen dennoch ein paar Schlussfolgerungen zur optimalen
Ausgestaltung der Internen Revision gezogen werden. Wie
die Auswertung der Studien gezeigt hat, stellen Kompetenz,
Objektivitit und qualitativ hochwertige Priifungsergebnis-
se der Internen Revisoren die zentralen Erfolgsfaktoren fiir
die wirksame Einddmmung von Earnings Management und
somit fiir die Steigerung bzw. Sicherung der Qualitdt der
Rechnungslegung dar. Dies beinhaltet insbesondere die di-
rekte Berichtsbeziehung zum Priifungsausschuss, die gemaf3

270Vg1. Bantleon et al. (2017, S. 684); Berwanger und Kullmann (2012, S.
93-94 & 96).

271Vgl. Vgl. Prawitt et al. (2009, S. 1256 & 1258); Sierra Garcia et al. (2012,
S. 306).

272ygl. Gebrayel et al. (2018).
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berufsstdndischer Rahmenwerke angewandten Priifungsme-
thoden und die als positiv wahrgenommenen personlichen
Eigenschaften der Internen Revisoren. Wie jedoch in den
Limitationen bereits aufgefiihrt, variieren auch hier die Ge-
wichtungen und das inhaltliche Verstindnis der Faktoren,
dementsprechend ist weiterer Forschungsbedarf zur optima-
len Ausgestaltung von Internen Revisionen notwendig.

Zudem gilt es fiir jedes Unternehmen, individuell zu ent-
scheiden, ob die Tétigkeiten der Internen Revision vollstandig
unternehmensintern durchgefithrt werden sollen, oder ob ei-
ne partielle beziehungsweise vollstdndige Ausgliederung an
externe Dienstleister sinnvoll ist. Wenn auf ein entsprechen-
des Niveau der Qualitdt des externen Dienstleisters geach-
tet wird und aufgrund genutzter Skaleneffekte die Hono-
rare nicht zu hoch sind, kann auch die Ausgliederung ei-
ner Internen Revision gegeniiber einer unternehmenseige-
nen Revision von Vorteil sein. Da der aktuelle Forschungs-
stand noch keine abschlieBende Empfehlung beziiglich der
Vor- und Nachteile der Ausgliederung von Revisionsabteilun-
gen machen kann, muss jedes Unternehmen mittels Kosten-
Nutzen-Analyse eine individuelle Entscheidung treffen.

Wie die vorangegangenen Ausfiihrungen zeigen, kann
die Existenz einer qualitativ hochwertigen Internen Revision
zur Reduktion von Informationsasymmetrien und Interessen-
konflikten, insbesondere beziiglich des Priifungsausschusses,
beitragen und dariiber hinaus einen wesentlichen Beitrag
zur Verbesserung der Qualitit der Rechnungslegung leisten,
jedoch besteht im Allgemeinen weiterer Forschungsbedarf.

6. Fazit

AbschlieRend bleibt festzuhalten, dass zahlreiche Fakto-
ren determinieren, welchen Einfluss eine Interne Revision
auf die Qualitdt der Rechnungslegung von Unternehmen hat.
Grundsatzlich kann eine qualitativ hochwertige Interne Revi-
sion, als einer von vier Grundpfeilern der Corporate Gover-
nance, einen wesentlichen Erfolgsfaktor zur Reduktion von
Bilanzpolitik, zur Aufdeckung von Bilanzmanipulationen und
somit zur Vermeidung von Bilanzskandalen darstellen. Ent-
scheidend fiir die positive Einflussnahme auf die Rechnungs-
legung ist die Berticksichtigung der wesentlichen Treiber der
Qualitdt der Internen Revision sowie die Orientierung der
Priifungshandlungen an vorgegebenen Rahmenwerken.

Eine Auswertung des Einflusses der Internen Revision auf
Basis von mehrjéhrig und international angelegten Studien
ware wiinschenswert. Weitere Erkenntnisse zu diesem The-
ma sind fiir zahlreiche nationale und internationale Akteure
von Interesse, da die Erkenntnisse iiber die Erfolgsfaktoren
einer qualitativ hochwertigen Internen Revision unabhéngig
von der Unternehmensart, -gréf3e oder -branche ein entschei-
dender Erfolgsfaktor zur Reduktion von Bilanzmanipulatio-
nen sein kann. Es sollte daher weitere Forschung zum Ein-
fluss der Internen Revision auf die Qualitdt der Rechnungsle-
gung betrieben werden.
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Tabelle 1: Zusammenfassung ausgewdhlter Studienergebnisse

Forschungsergebnisse beziiglich

Autor Stichprobe/ Studiendesign/ Untersuchungsgeg-  Qualitét der IR Earnings Manage- I .2 Limitationen
. nterner Revision
(en) Zeitraum Methode(n) enstand ment
Beasley, N=300; Deskriptive Statis-  Analyse von mut-  Nur Analyse des  Nicht Untersuchungs- (1) Inallen Unternehmen der untersuchten Branchen, mit ~ Keine Verwendung eines Diskrimi-
Carcello, n=200 tik; Analyse mafllichen Fillen  Vorhandenseins gegenstand Fallen von mutmaflichem Bilanzbetrug, gab es im Ver-  nanzmodells zur Unterscheidung
Herman- Unternehmen von Bilanzbetrug in  einer IR gleich zu Unternehmen ohne Bilanzbetrug hiufig keine ~ der Merkmale von Unternehmen
son und  im Zeitraum den Branchen Ge- Interne Revision mit und ohne fraudulente Hand-
Lapides 1987-1997 sundheit, Finanzen (2) In den Branchen Gesundheitswesen und Technolo- lungen; ein verfeinertes Modell zur
(2000) und  Technologie gie fanden bei Unternehmen mit mutmaflichen Bilanzbe- ~ Vorhersage von Betrugsféllen zu
und der Existenz trugsfillen eine geringere Anzahl an Sitzungen des Prii-  empfehlen
von IR sowie der fungsausschusses statt
Anzahl an Zusam-
menkiinften  des
Priifungsausschus-
ses
Davidson n=434 Empirische For-  Zusammenhang Nur Analyse des (1) Absoluter Wertder ~ Kein Zusammenhang zwischen dem Vorhandensein oder =~ Nur mittel- bis grofe kapital-
et al.  Australische schung mit Archiv-  zwischen Corporate ~ Vorhandenseins Discretionary Accruals  Nichtvorhandensein einer IR und einem niedrigeren Level =~ marktorientierte Unternehmen in
(2005) Unternehmen im daten; Querschnitt- Governance Struk- einer IR auf Basis des Modified an Earnings Management der Stichprobe, daher Einfluss der
Jahr 2000 studie turen und Earnings Jones Model Qualitét der IR eher untersuchens-
Management; (2) Earnings Bench- wert als das Vorhandensein oder
Hypothese: Vor- mark Test nicht Vorhandensein einer IR
handensein  einer
IR reduziert per se
Earnings Manage-
ment
Sierra Gar- n=432 Beobach-  Empirische For-  Zusammenhang Nur Analyse des  Abnormal  Accruals (1) Eine grofere Anzahl an Mitgliedern des Priifungs-  Kleiner Stichprobenumfang; Ein-
cfa, Bar- tungen; 108 an  schung mit Archiv- zwischen Corpo- Vorhandenseins auf Basis des Modified ~ ausschusses reduziert die Wahrscheinlichkeit fiir Earnings ~ fluss der Qualitat der Internen Re-
badillo der Madrid Stock ~ daten; deskriptive  rate = Governance  einer IR und der  Jones Model Management vision eher untersuchenswert als
und Or-  Exchange geliste- Statistik, Multiva-  Mechanismen wechselseitigen (2) Eine hohere Anzahl an jéhrlichen Sitzungen des  das Vorhandensein oder nicht Vor-
ta Pérez  te, spanische Un-  riate Regression (Priifungsaus- Beziehung zum Priifungsausschusses reduziert die Wahrscheinlichkeit fiir =~ handensein einer Internen Revisi-
(2012) ter schuss & IR) und  Priifungsaus- Earnings Management on, ggf. andere Proxy-Variablen®
Earnings Mana- schuss (3) Die Existenz einer Internen Revision reduziert die zur Messung der Wirksamkeit des
gement/Financial Wabhrscheinlichkeit fiir Earnings Management Priifungsausschusses sinnvoll
Reporting Quality (4) Die Existenz einer Internen Revision, gepaart mit ei-
nem wirksamen Priifungsausschuss, reduziert die Wahr-
scheinlichkeit fiir Earnings Management
Gebrayel, n=139 Beobach-  Empirische For-  Zusammenhang Nur Analyse des (1) Accruals Quality (1) Hohe der Anzahl der jéhrlichen Priiffungsausschusssit- ~ Mangelnde Datenverfiigbarkeit, da
Jarrar, tungen von 71  schung; Panel-  zwischen Vorhandenseins auf Basis des Modifi-  zungen ist positiv korreliert mit der Rechnungslegungs-  bestimmte Informationen nicht 6f-
Salloum am Muscat Secu-  datenanalyse; Corporate  Gover-  einer IR und der  zierten Dechow and  qualitét fentlich zugénglich sind, daher kei-
und rities Market ge-  deskriptive Statis- nance Mechanis-  wechselseitigen Dichev Models (2) Die Existenz einer Internen Revision ist positiv korre- ~ ne Auswertung des Einflusses aus-
Lefebvre handelten Unter-  tik, = Multivariate  men (Priiffungsaus- Beziehung zum  (2) Absoluter Wert liert mit der Rechnungslegungsqualitdt gegliederter IR und keine Aus-
(2018) nehmen Regression schuss & IR) und  Priifungsaus- der Discretionary wertung der Agenda und Dau-
Financial Reporting  schuss Accruals auf Basis des er von Priifungsausschusssitzun-
Quality Performance-Adjusted gen mit der IR; Eingeschréankte
Modified Jones Model Uberpriifbarkeit der Wirksamkeit
des Priifungsausschusses
Prawitt, n=>528 Daten Empirische For- Zusammenhang Komponenten (1) Absoluter Wert (1) Je hoher die Qualitdt der IR, desto weniger Ear- Keine randomisierte Stichprobe,
Smith von 218 kapi- schung mit Archiv-  zwischen der Qua-  des SAS No. 65 der Abnormal Ac-  nings Management wird betrieben(2) Unternehmen, die ~ daher limitierte Generalisierbar-
und talorientierten daten; Fragebogen; litdt der IR und mittels Befra- cruals auf Basis des die von Analysten vorhergesagten Gewinnschwellen tref- keit; eher kleiner Stichprobenum-
Wood Unternehmen Multivariate ~ Re-  Earnings Manage- gung der Chief  Performance-Adjusted  fen bzw. iibertreffen, betreiben mit einer hoheren Wahr-  fang; Potenzielle Endogenitét der
(2009) fir die Jahre gression; Sensitivi- ment Audit Exekutives Modified Jones Mo- scheinlichkeit Earnings Management (3) Unternehmen Qualitdt der IR betreffende Ent-
2000-2005 titsanalyse del(2) Tendenz von  mit einer qualitativ hochwertigen IR unterschreiten die  scheidungen mit anderen Corpo-

Unternehmen die
Earnings-Vorhersagen
von Bilanzanalysten
zu treffen oder zu
verfehlen

von Analysten vorhergesagten Gewinnschwellen mit ei-
ner héheren Wahrscheinlichkeit

rate Governance Entscheidungen;
nur zwei Proxy-Variablen zur Un-
tersuchung von Earnings Manage-
ment

(Continued)
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Table 1—continued

Ismael n=115 Fragebo-
und gen (Ausgefillt
Kamel von Leitern der
(2021) IR britischer,
an der LSE
gehandelten
Unternehmen)
Uecker, n=86 verwertba-
Brief und  re Riickmeldun-
Kinney Jr. gen von Mana-
(1981) gern
Schneider ~ n=264 Proban-
und Wil-  den (Grof3teil
ner erfahrene Mana-
(1990) ger)
Prawitt, n=334 Beobach-
Sharp tungen (von 159
und Unternehmen
Wood aus 37 Lin-
(2012) dern); Zeitraum
2000-2002
Baatwah, n=928 Be-
Omer obachtungen
und Al (Paneldaten von
jaaidi 928 omanischen
(2021) Unternehmen);
Zeitraum 2005-
2017

Empirische For-
schung mit Archiv-
daten; Fragebogen;
Multivariate ~ Re-
gression; Sensitivi-
tatsanalyse

Experimentelles
Forschungsdesign
mittels  Postkorb-
Fallstudie

Experimentelles
Forschungsdesign
mittels  randomi-
sierter Antwort-
Technik

Empirische For-
schung mit pro-
prietdiren  Daten;
Multivariate ~ Re-
gression

Empirische For-

schung; Pooled
Panelregression;
deskriptive &

univariate Analyse

Zusammenhang
zwischen der Qua-
litit der IR und
Earnings Manage-
ment

Untersuchung der
Wahrnehmung

des  personlichen
Auftretens Interner
Revisoren und der
Aggressivitit  der
Priifungshand-

lungen auf die
Wahrscheinlichkeit
Bilanzmanipulation
zu betreiben

Untersuchung der
abschreckenden
Wirkung auf Un-
regelméRigkeiten
in der Finanzbe-
richterstattung  in
Abhéngigkeit  der
Wahrnehmung der
internen und ex-
ternen Rechnungs-
legungspriifung
durch Manager
Untersuchung des
Zusammenhangs
zwischen  ausge-
gliederten IR und
Rechnungslegungs-
risiken

Zusammenhang
zwischen der
Expertise einer aus-
gegliederten IR
und Real Earnings
Management

Zusammengesetztes Abnormal

MaR aus den vier
verschiedenen
Qualitdtskom-
ponenten des
1A

Nur Analyse der
Wahrnehmung
einer IR

Nur Analyse der
Wahrnehmung
einer IR

Accruals
auf Basis des Modified
Jones Model

Nicht Untersuchungs-
gegenstand

Nicht Untersuchungs-
gegenstand

Nur Untersuchung der Rechnungslegungs-
risiken (Messung gemil dem Konzept von

Audit Integrity?)

(1) Branchenex-
pertise

(2) Firmenspezi-
fische Expertise

Real Earnings Mana-
gement:

(1) Abnormal Sales
(2) Abnormal Produc-
tion

(3) Abnormal Dis-
cretionary Expenses

(1) Ceteris paribus, betreiben Unternehmen mit einer
qualitativ hochwertigen IR zu einer geringeren Wahr-
scheinlichkeit Earnings Management

(2) Ceteris paribus, betreiben Unternehmen mit einer
kompetenteren IR zu einer geringeren Wahrscheinlichkeit
Earnings Management

(1) Ablehnung der Hypothese, dass ein Interner Audi-
tor der, als aktive und starke Personlichkeit wahrgenom-
men wird und direkt an den Vorstand berichtet, mit einer
hoéheren Wahrscheinlichkeit Unregelméfigkeiten in der
Rechnungslegung erkennt und aufdeckt

(2) Ablehnung der Hypothese, dass eine hohere wahrge-
nommene Aggressivitit der Priifungstétigkeit das Auftre-
ten von UnregelméRigkeiten in der Rechnungslegung re-
duziert

(3) Die Anwesenheit und Wahrnehmung einer IR halt die
Geschiéftsfithrung nicht davon ab, Bilanzmanipulation zu
betreiben oder betriigerische Handlungen in Betracht zu
ziehen

(1) Beziiglich der abschreckenden Wirkung liegen keine
Unterschiede zwischen der Wahrnehmung der Tatigkeit
der IR oder des externen Jahresabschlusspriifers vor

(2) IR hat einen eindeutig abschreckenden Effekt bei-
folgenden Merkmalsausprédgungen: wesentlicher Geldbe-
trag, Uberbewertung von Vermégensgegenstinden, ein-
deutige Versto3e gegen US-GAAB geringer Anreiz zur Bi-
lanzmanipulation

(1) Die Jahresabschlussqualitit von Unternehmen steigt,
wenn die Tatigkeiten der Internen Revision zumindest
partiell von externen Jahresabschlusspriifern erbracht
wird

(2) Die Existenz einer Internen Revision, egal ob unter-
nehmensintern oder ausgegliedert, fithrt zu einer Reduk-
tion von Rechnungslegungsrisiken

(1) Die Branchenexpertise einer ausgegliederten IR hangt
nicht mit der Reduktion von echtem Earnings Manage-
ment zusammen

(2) Die firmenspezifische Expertise einer ausgegliederten
IR steht im Zusammenhang mit niedrigerem echtem Ear-
nings Management

Kleiner Stichprobenumfang; Relia-
bilitat der Daten beziiglich IR Qua-
litdit aufgrund der Datengewin-
nung mittels Fragebogen eventu-
ell eingeschrankt; Eingeschréinkte
Generalisierbarkeit aufgrund der
Konzentration auf UK; keine Un-
tersuchung von ausgegliederten IR
Kleiner Stichprobenumfang; Man-
gelnde interne Validitat zwar nicht
bestétigt, aber dennoch Befiirch-
tung, dass Probanden die Aufga-
be nicht vollstindig verstanden
oder nicht gewissenhaft geantwor-
tet haben; fehlende erkennbare
Trends bei der Beantwortung der
Fragen durch die Manager

Nur hypothetische finanzielle An-
reize; trotz anonymisierter Umfra-
ge besteht das Risiko des Phi-
nomens der Sozialen Erwiinscht-
heit bei der Beantwortung der Fra-
gen; subjektive Antworten; keine
Analyse der kognitiven Verarbei-
tung der gegebenen Informationen
durch die Probanden

Validitéat der Forschungsergebnisse
in Abhéngigkeit der Validitit der
Messung der Rechnungslegungsri-
siken gemdl Audit Integrity; Er-
gebnisse ggf. durch alternative
Mechanismen gesteuert (wie be-
schrieben durch Kinney Jr., Palm-
rose und Scholz (2004)¢

Trotz groffem Stichprobenumfang

begrenzte Generalisierbarkeit;
mangelnde  Datenverfiigbarkeit
iiber Honorare ausgeglieder-

ter IR; Endogenitit kann nicht
ausgeschlossen werden

IR=Interne Revision. N=Gesamtzahl der Grundgesamtheit. n=Stichprobenumfang.

Quelle: eigene Darstellung.f

2 Proxy-Variablen kommen zum Einsatz, um nicht direkt beobachtbare bzw. messbare Variablen zu ersetzen, vorausgesetzt, dass diese miteinander hoch korreliert sind.Vgl. Albers, Klapper, Konradt, Walter und Wolf (2007, S. 237).
b Weiterfithrend siehe Arnold (2009, S. 803-809).

“Korrelation der unabhéngigen Variable und der StorgroQe.

d Audit Integrity verwendet proprietire Daten zur Messung des ,,overall risk of potentially fraudulent or misleading financial reporting®. Prawitt et al. (2012, S. 1110). Weiterfithrend siehe Audit Audit Integrity (2005, S. 2-12).
¢Weiterfiihrend siehe Kinney Jr. et al. (2004, S. 561-586).
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Abstract

The purpose of this study is to investigate the impacts of future social self-concepts on newcomer short-term adjustment.
Employing a qualitative longitudinal design based on interviews, this work aims to uncover how the shape of identities before
and three weeks after entry, as well as the identity processes between them, impact adjustment success. This is important
because adjustment is a precursor for job outcomes, such as performance, satisfaction, and intentions to remain. In the first
part, the relevance of identities for job outcomes is carved out and major theoretical contributions to identity and socializa-
tion are identified and presented. The thesis then discusses a fitting methodology for studying identity and describes key
methodological choices. Three newcomers participated in the narrative-based interviews. The first interview was conducted
shortly before the second interview three weeks after organizational entry. The interviews were audio-recorded, transcribed,
and coded employing an abductive coding procedure. The results support the view that identity plays a key role in new-
comer socialization and illustrate currently discussed identity processes. The complexity of self-concept phenomena involved
in newcomer socialization calls for further research efforts.

Keywords: Newcomer socialization; Newcomer adjustment; Self-concept; Possible selves; Identity partnership.

1. Introduction are critical to understanding how newcomer socialization ef-
forts are incentivized (de Place & Brunot, 2019).

Second, newcomer socialization literature has conceived
adjustment as the key factor impacting job outcomes, such as
performance, satisfaction, and organizational commitment.
Adjustment is defined as the newcomer’s ability to transition
toward becoming an organizational insider (Bauer, Bodner,
Erdogan, Truxillo, & Tucker, 2007). Although research has
progressed in both fields separately, knowledge about the
links between the two is still in its infancy. Scholars seeking to
fill this gap will contribute to understanding how newcomer
future social self-concepts in the organization will impact
their success on the job. Because most studies explore the
impacts on newcomer mid-term adjustment, little is known
about adjustment shortly after the newcomer’s entry. How-
ever, short-term adjustment success is important for under-
standing longer-term follow-on consequences for the success
of newcomer socialization.

Importantly, future selves often must undergo a ‘reality
check’ once the newcomer begins integrating into the orga-
nization. ‘Reality checking’ will determine the degree of over-
lap between the future possible self before entry—i.e., how the
newcomer had imagined him- or herself in the new job-and
the self he or she experiences after having entered the orga-

Imagining our future is a capability unique to the human
species. From today’s psychological point of view, imagina-
tion is our capacity to leave the present behind. Our capa-
bility to imagine the future ‘as it could be’ complements our
ability to experience the present ‘as it is’. Imagining oneself in
the future marks a specific type of imagination: that of future
‘possible selves’. This thesis examines future possible selves
in the context of newcomer socialization in organizations.

From a theoretical point of view, two main research con-
versations matter. First, the way newcomers imagine them-
selves in the future organization is described by the ‘future
social self-concept’. The self-concept is the cognitive compo-
nent of the self. It is “a knowledge representation that con-
tains knowledge about us, including our beliefs about our
personality traits, physical characteristics, abilities, values,
goals, and roles, as well as the knowledge that we exist as in-
dividuals” (Stangor, Jhangiani, & Tarry, 2014, p. 21). These
cognitive components of the current self are linked to those
of the future self. They include fears, hopes, dreams and pos-
sibilities directed to ourselves in the future. The newcomer
thinking “I could be a team leader in organization ABC” is in
fact exploring their possible selves (Markus & Nurius, 1986).
Because possible selves link self-concept and motivation, they
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nization. The self is constructed by several features, such as
structure, complexity, and clarity. I suggest that these charac-
teristics will individually affect adjustment as they are scru-
tinized in the process of ‘reality checking’.

Furthermore, one relevant research trajectory in this
realm is how the self-concept determines how effectively
individual and organizational socialization efforts impact
newcomer adjustment.

From a practical standpoint, this contribution is paramount,
as workers continue to switch jobs frequently. US labor mar-
ket data shows that individuals change jobs on average 12.3
times in their first 34 years at work. Interestingly, most of
those changes occur in the first 6 years in the labor market
(Bureau of Labor Statistics, 2019)." Hence, this work aims
to provide guidance for businesses and newcomers alike
targeted toward successful adjustment in the socialization
process.

In essence, I aim to shed light on the interconnection of
newcomer’s imagination of themselves in the organization,
and their adjustment to the future firm. The puzzle I am try-
ing to illuminate is the following: “What is the impact of fu-
ture social self-concepts on newcomer short-term adjustment?”.

2. Theory

2.1. Newcomer Socialization
2.1.1. The Core Model of Newcomer Adjustment

Entering a new organization is often accompanied by
feelings of uncertainty and anxiety. Berger and Calabrese’s
(1975) ‘Uncertainty Reduction Theory’ (URT) is illustrative of
the processes underlying first encounters among strangers—
such as when a newcomer joins an organization. Uncertainty
is defined as being faced with multiple possible behaviors
of both the other person and oneself (Berger & Calabrese,
1975). According to URT, newcomers are faced with high
levels of uncertainty when entering an organization. The
authors theorize that the effort of the newcomer to reduce
the level of uncertainty is the core driver of interactions with
other members of the organization. Hence, the newcomer
seeks to predict the others’ likely actions to react appropri-
ately. To effectively do so, the others’ response alternatives
need to be minimized to the most likely actions. Here is
where the process of uncertainty reduction comes into play:
to generate accurate predictions of the other’s action, infor-
mation is sought and consequently uncertainty reduced.

With ongoing interaction, typically the accuracy of pre-
dictions about the situations increases. Berger and Calabrese
(1975) describe this way of reducing uncertainty as ‘predic-
tive’. Additionally, they identified ‘explanatory’ processes as
a second form of uncertainty reduction-the individual’s at-
tempts to explain the other’s behavior retroactively. Link-
ing these insights back to the newcomer socialization pro-
cess, both predictive and explanatory uncertainty reduction

11 The data described is part of a longitudinal survey of “individuals born
in the latter years of the baby boom (1957 - 1964)”
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are likely to be at play. A newcomer aiming to anticipate
a coworker’s contribution in a meeting to respond appropri-
ately engages in predictive uncertainty reduction. Alterna-
tively, retroactive uncertainty reduction may consist of the
newcomer explaining to him- or herself after the meeting
why the coworker acted the way he or she did.

While uncertainty reduction theory is conducive to under-
standing the dynamics of individual interaction situations, a
higher-level framework is imperative to grasping newcomer
socialization processes at large. Generally, “organizational
socialization refers to the process by which newcomers make
the transition from being organizational outsiders to being
insiders” (Bauer et al., 2007). For assessing the success of the
socialization process, theorists and practitioners alike rely on
job outcome variables. These include the positive outcomes
of newcomer performance, job satisfaction, organizational
commitment, intentions to remain, and the negative outcome
of intentions to quit. Accordingly, the focus has been put into
researching the relationships of outcome variables and their
causal constructs. These efforts have produced two main
strings of research. First, organizational socialization tactics
emphasize the role of the organization in facilitating new-
comer adjustment. Second, newcomer proactivity or infor-
mation seeking underscores the relevance of newcomer per-
sonality traits and behavior in supporting adjustment. New-
comer adjustment in turn connects those antecedents to the
job outcome variables of interest (Bauer et al., 2007; Figure
1).

In their meta-analytic review, the authors conceptualize
newcomer adjustment as a multifaceted construct consisting
of the dimensions of (1) role clarity, (2) self-efficacy, and (3)
social acceptance. This typology is grounded in theoretical
insights of prior socialization research. Feldman (1981) first
described adjustment as a threefold concept, including (1)
role definition — “an implicit or explicit agreement with the
work group on what tasks one is to perform and what the pri-
orities and time allocation for those tasks is to be” (p. 380),
(2) initiation to the task — “the extent to which the individual
feels competent and treated as a full work partner” (p. 380),
and (3) initiation to the group — “the extent to which the in-
dividual feels trusted by coworkers and accepted personally
by them” (p. 380). One of the core tenets of this concept is
that a newcomer may need to resolve multiple demands to
facilitate adjustment in the new organization.

2.1.2. Newcomer Information Seeking

Newcomer information seeking is understood as being
necessitated by the newcomer’s perception of not receiving
enough or inadequate information from the organization.
URT suggests that if this happens, newcomers experience
uncertainty. “This uncertainty is reflected in the levels of
role ambiguity and role conflict which newcomers experi-
ence” (Miller & Jablin, 1991, p. 93). Langer, Blank, and
Chanowitz (1978) opened an elucidating perspective on in-
formation seeking as interpersonal interaction leading to
“mindless” or “mindful” behavior. They proposed that when
the participants know the structure of communication due



1272

J. E Buerkner / Junior Management Science 7(5) (2022) 1270-1288

Newcomer Information
Seeking

\4

Organizational
Socialization Tactics

Newcomer Adjustment

Role Clarity (+)
> Self-efficacy (+)

Social Acceptance (+)

Newcomer Adjustment
Performance (+)

Job Satisfaction (+)

Organizational Commitment (+)

Intentions to Remain (+)

Figure 1: Current Model of Newcomer Adjustment

Note. From Journal of Applied Psychology, 92(3), pp. 707-721, by Bauer et al. (2007)

to previous similar experiences, they may behave in a more
“mindless” fashion. That is, they may overlook relevant
details. On the contrary, when prior knowledge of the com-
munication situation does not exist — such as if one of the
participants is a newcomer to the organization — they are
likely to behave in a more “mindful” fashion.

Such prior knowledge is often stored in “scripts”. A script
is understood as “a hypothesized cognitive structure that
when activated organizes comprehension of event-based sit-
uations” (Abelson, 1981, p. 717). As such, a script offers
an “expectation bundle” — it provides guidance toward mak-
ing the ‘right’ inference from the situation (Abelson, 1981).
Importantly, newcomers during organizational entry, usu-
ally lack scripts for a variety of organizational interactions
— for instance, for weekly meetings. They must therefore
engage in “mindful” processing and more intentional infor-
mation seeking (Miller & Jablin, 1991). This implies that
newcomers are likely to actively seek out the information
most relevant to their organizational adjustment.

Miller & Jablin identify five main factors affecting new-
comer information-seeking behavior: (1) perception of un-
certainty, (2) perception of social cost, (3) type of informa-
tion, (4) key sources of information, and (5) individual dif-
ferences and contextual factors.

First, as touched upon, uncertainty plays a substantial
role in understanding newcomer information seeking. To
conclude, Berger and Calabrese (1975) posit in their URT
seminal work, that information-seeking behavior increases
with the level of uncertainty.

Second, social costs imply that individuals involved in in-
teraction consciously weigh up rewards and costs of social ex-
change. According to Roloff (1981), social exchange includes
individuals mutually and voluntarily transferring objects or
activities. Miller and Jablin (1991) specify these exchanges
to include “resources that may be cognitive, affective, or ma-
terial in nature” (p. 95). Newcomers may perceive high so-
cial costs for information seeking, for instance, when they
fear to ask their supervisor for information that they think
incumbents would see as trivial. As a consequence, newcom-
ers may abstain from information seeking if social costs are
perceived as too high.

Third, the sources of information are relevant to information-

seeking behavior. Supervisors and co-workers are considered
the main sources of information for the newcomer. Hanser

and Muchinsky (1978) suggest that the sources of infor-
mation differ in terms of their psychological distance from
newcomers “Generally the informativeness of the sources
increased as they moved from psychologically distant (i.e.,
the formal organization) to psychologically nearer sources
(i.e., personal thoughts and feelings)” (p. 49). Interest-
ingly, the authors discovered that supervisors are rated as
psychologically closer, and thus more informative sources of
information to newcomers.

Fourth, the content of information, i.e., the type of infor-
mation sought, is an important factor affecting information
seeking. Miller and Jablin (1991) develop a typology of in-
formation types, condensing previous typologies into three
categories: (1) referent, (2) appraisal, and (3) relational in-
formation. Referent information refers to what is required to
function on the job. Appraisal information is sought to assess
the degree of functioning successfully on the job. Finally, re-
lational information tells the newcomer about the nature of
relationships with others. It appears logical to suspect that
depending on which type of information is required, the new-
comer may approach the interaction situation differently.

Finally, individual differences and contextual factors may
also impact how newcomers seek information. Miller and
Jablin (1991) posit that newcomers’ self-esteem, tolerance
for ambiguity, cognitive complexity, self-efficacy, and prior
experience may direct their information seeking.

Morrison (1993) offers another useful approach address-
ing the impacts of information seeking on socialization. She
proposes that the socialization process consists of four new-
comer’s tasks: (1) task mastery, (2) role clarification, (3)
acculturation — “gaining an understanding of their organi-
zation’s culture” (p. 174), and (4) social integration. Im-
portantly, the author theorizes that different types of infor-
mation will differentially contribute to the achievement of
socialization tasks. First, the findings corroborate the impact
of information-seeking behavior on three dimensions of new-
comer socialization tasks: task mastery, role clarity, and so-
cial integration. Second, the results indeed evidence differ-
ential influences of information types. Whereas task mastery
was positively correlated to seeking technical information,
role clarity was associated with referent information and per-
formance feedback. Social integration was related to seeking
normative information — insights on “the behaviors and atti-
tudes that [the] firm values and expects” (p. 183). Interest-
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ingly, the author found no influence of information seeking
on acculturation. In sum, these results support the notion
that information seeking — as captured in the described so-
cialization model Bauer et al. (2007) - critically affects new-
comer adjustment. Furthermore, it adds the perspective that
information seeking is not universally effective toward ad-
justment. Rather, newcomers should expend efforts directed
to seeking specific information to adjust successfully.

To conclude, it is noteworthy that, while current research
acknowledges that newcomer individual differences play a
role in information seeking and adjustment, the precise role
of the self-concept remains largely unexplored. I suggest
that investigating the situational-perceptual factors affecting
adjustment (Miller & Jablin, 1991) provides only a super-
ficial view. Instead, I argue that the latent construct of the
self-concept will reveal a more holistic perspective of the
influences on information seeking. As a consequence, a gap
in research exists around the impacts of subcategories of the
self-concept on newcomer information seeking. Open ques-
tions invite exploratory research along the following lines: 1)
“How does the self-concept influence when newcomers seek
information?”, 2) “What is the impact of the self-concept on
the newcomer’s choice of information source?”, and 3) “How
does the self-concept direct which specific type of informa-
tion is sought?”. Exploring the links between self-concept
and information seeking will benefit the conversation by
opening new directions for future research to embark on.

2.1.3. Organizational Socialization Tactics

Next to the newcomer, the organization plays a role in
facilitating newcomer adjustment. The organizational ef-
forts targeted at integrating newcomers into the organization
are summarized under the concept of organizational social-
ization tactics. “Socialization tactics refer to organization-
driven or more or less formalized means of socializing in-
dividuals” (Ashforth, Sluss, & Saks, 2007, p. 448). Early
socialization researchers have coined the term “people pro-
cessing” to refer to these strategies of newcomer socializa-
tion (Van Maanen, 1978). Under this terminology, contrary
to research stressing the proactive role of the newcomer, the
novice assumes a relatively passive role.

Socialization scholars have modeled tactics in a variety
of ways. Van Maanen and Schein (1979) inductively derived
a model of six organizational socialization tactics in bipolar
dimensions (Figure 2). They argue that the tactics organi-
zations employ range somewhere on a continuum on any of
the six dimensions. Furthermore, the tactics are not consid-
ered mutually exclusive. Rather, a particular organizational
tactic can be understood as the sum of scores on each of the
dimensions. In their argument, the chosen tactic influences
the newcomer’s role orientation.

Later research on socialization tactics has largely built
upon the work by Van Maanen and Schein (1979). Jones
(1986) argued that the polar outcomes on the six dimensions
can be categorized into two major types of socialization tac-
tics: He termed collective, formal, sequential, fixed, serial,
and investiture approaches “institutionalized tactics”. At the
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other end of the scale, individual, informal, random, vari-
able, disjunctive, and divestiture, form “individualized tac-
tics”. According to Jones, the two prototypical tactics differ in
terms of how the newcomer takes on her role in the organiza-
tion. While institutionalized tactics “encourage newcomers
to passively accept preset roles and thus maintain the status
quo” (p. 150), individualized tactics “encourage newcomers
to question the status quo and develop their own approach
to their roles” (Ashforth & Saks, 1996, p. 150).

Importantly, Ashforth and Saks modeled person change
as a key indicator of newcomer adjustment. However, they
noted that because the self is a deeply rooted concept, “so-
cialization primarily influences what Schein (1971) referred
to as the more labile’ self” (p. 153). Thus, an influence on
the self is viewed as possible mainly on a surface level.

Crucially, while research has attempted to investigate the
impacts of socialization tactics on the newcomer’s self, it
has largely neglected relationships in the opposite direction.
Hence, researchers would do well in exploring how the self-
concept directs how a particular socialization tactic is re-
ceived by the newcomer. Such efforts would contribute to
exploring precisely which factors of the self-concept influence
whether a chosen socialization tactic promotes newcomer ad-
justment. Furthermore, insights are needed on the processes
by which these impacts play out.

In another vein, scholars have conceived of tactics as an-
tecedents of newcomer information seeking (Mignerey, Gor-
den, & Rubin, 1995). They argue that “the type of tactic cho-
sen by the organization to socialize the newcomer determines
the extent to which information will be made available to the
newcomer” (p. 58) and thus the newcomer’s information-
seeking behavior. Surprisingly, scholars have not considered
the self-concept in this realm. It remains yet to be explored
how the newcomer’s self-concept influences when and how
the newcomer seeks information in response to organiza-
tional socialization tactics.

2.2. Self-Concept and Identities
2.2.1. The Self-Concept

The self-concept is of central importance to a variety of
disciplines as evidenced by the vast body of work, not only
in psychology but also in neighboring disciplines such as so-
ciology and cultural studies. Possessing a self-concept and
an identity is critical to humans. It answers the fundamental
question “Who am I?” and thus provides a sense of direction
to human life at large. “A consistent sense of self” (Selenko et
al., 2018, p. 5) is needed for humans to function and effec-
tively control the environment. The self-concept is the cog-
nitive representation of the self that stores knowledge about
us, “including our beliefs about our personality traits, phys-
ical characteristics, abilities, values, goals and roles, as well
as the knowledge that we exist as individuals” (Stangor et
al., 2014, pp. 109-110).

The self-concept is unique and private; it is different from
other selves and no one else can completely grasp how it
looks like (Oyserman, 2001). “Improving oneself, knowing
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Individualized

Collective: Newcomers go through a
comumon set of experiences designed
to produce standardized responses to
situations

Individual: Each newcomer
receives unique training in isolation
from others.

Formal: Newcomers are segregated
from other organizational members
and put through experiences tailored
to newcoimers.

Informal: Newcomers receive on-
the-job training to learn their roles.

Sequential: Newcomers are given a
clear sequence of experiences or
stages they will go through

Random: The sequence of stages
1sn't communicated in advance.

Fixed: Newcomers are given a fixed
timetable about when they will move
through stages

Variable: The timing of role
transitions is variable.

Serial: Newcomers observe and get
training from experienced role
models, who give newcomers a clear
view of the experiences they will
encounter in the organization

Disjunctive: Newcomers must
develop their own definition of the
sifuation and do not have more
senior people to observe.

Investiture: Newcomer receive
positive feedback confirming their
prior identity

Figure 2: Organizational Socialization Tactics

Divestiture: Newcomers receive
negative feedback expressing
organizational disapproval of their
prior identity.

Note. From Research in Organizational Behavior, pp. 209-264, by Van Maanen and Schein (1979) and Academy of Management Journal, 29(2), pp. 262-279,

by Jones (1986)

oneself, discovering oneself, creating oneself anew, express-
ing oneself, taking charge of one’s self, being happy with one-
self, being ashamed of oneself, are all essential self-projects,
central to our understanding of what self-concept and iden-
tity are and how they work” (Oyserman, 2001, p. 499).
Thus, while the self-concept is at core a cognitive concept,
it is critically involved in organizing behavior, which can-but
not must—in turn, be directed at the self.

Investigating how the self-concept is constructed is criti-
cal to understanding its’ workings and the implications that
follow from it. Importantly, the self-concept does not ex-
ist in isolation. Rather, as posited in Social Identity Theory
(SIT) (Tajfel & Turner, 1979) individuals define their iden-
tities based on their social group memberships. While this
central notion of SIT is largely accepted by scholars, a de-
bate has flourished around the precise role of social identi-
ties within the framework of individual-level identities. Re-
searchers have historically put differing emphasis on social
identity as a means of purely intrapersonal differentiation
vs. as a means of extending the individual-level self (Brewer,

1991).

Turner and Oakes (1986) note that “the self-concept ex-
ists at different levels of abstraction” (p. 242), hence arguing
for the latter position. Similarly, following Brewer’s (1991)
conception, the social identities entail categorizing the self
into social units where it becomes depersonalized. The au-
thor illustrates this approach through a schematic model: a
central point representing personal identity is surrounded by
concentric circles representing social identities. Going from
inward circles to further outward ones, the respective so-
cial identities become tied to higher-order frames of refer-
ence. One possible application to the context of newcomer
socialization could be the following example: A male biology
teacher has recently joined a new school. At the center is his
identity as an individual teacher. Here, he considers mainly
how he as a teacher is different from his fellow colleagues
in terms of his teaching experience, approaches and accom-
plishments, etc. The first concentric circle may represent his
social identity as a teacher within his school’s department of
science. The frame of reference is set by the department, and
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hence he considers how he is similar to other biology teachers
in his department and distinct from colleagues in physics and
chemistry. Higher-order social identities could, for instance,
include the school- or city-level and further extend to iden-
tifications with the nationwide teaching body or worldwide
educators. I suggest that the outcomes of comparison and
follow-on behaviors may differ depending on the respective
level of self-definition that is currently activated. Hence, this
case underlines the importance of considering different lev-
els of social identity when evaluating newcomer socialization
outcomes.

The existence of a multitude of theories on the self re-
quires making choices on the type of self-concept approach
to utilize. A useful self-concept theory should 1) provide di-
rection for linking self-concepts to socialization outcomes in
line with the research question, 2) depict the time dimen-
sion of different self-concepts in the present and future, and
3) allow depiction of the social dimension of the self as the
newcomer enters into an organization. I argue that an intrap-
ersonal identity network approach (Ramarajan, 2014) inte-
grating the notion of possible selves (Markus & Nurius, 1986)
and social selves (Brewer, 1991) will be best capable to serve
these purposes.

2.2.2. A Multiple Identities Framework

Building on his extensive review of multiple identity re-
search, Ramarajan (2014) provides a holistic framework of
multiple identities following an intrapersonal network ap-
proach. He argues that “because preliminary evidence sug-
gests that multiple identities shape important outcomes in
organizations” (p. 590) it is important to look at those mul-
tiple identities instead of only singular or pairwise consid-
erations. Selenko et al. (2018) explain that multiple identi-
ties are not in contrast with feeling as a single person. It is
widely accepted by identity scholars that people can feel as
one while possessing multiple identities (Ramarajan, 2014;
Selenko et al., 2018). Because newcomers’ multiple iden-
tities are interlinked, we need to understand not just their
singular identities but also other identities and their inter-
connectedness. This means that to understand when certain
job-relevant identities are enacted we must reveal the per-
son’s other identities and investigate the links between them.
Therefore, a multiple identity framework appears most suit-
able in the context of newcomer socialization.

To disentangle self-concept and identities, I adopt the
view of the author in defining the self-concept as the broad
term to include all identities of a person, while conceptualiz-
ing identities as the more concrete term: Identities are thus
more specific targets organized under the umbrella of the
self-concept. These multiple identities can then be mapped
in a network representation with nodes and arcs connecting
the nodes. Nodes denote identities and may differ in number,
importance, and meaning. The connections between them
show relationships, for instance, that two identities enhance
each other, are in conflict, or overlap and in which relation
across time they stand, etc.
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Imagine a female nurse who defines herself as a new-
comer to nursing, a woman, a mother, a soccer player, and
a dependable teammate. She also has a future identity as a
caring nurse who takes on responsibility for her team and has
an open ear for her patients. One could now map those iden-
tities in a network fashion and investigate the links between
the nodes. First, you could imagine different relationships
between the identities. The dependable teammate identity
might have enhancing links with her soccer player, as well
as her current and future nurse identities because team skills
help her on the job and in the soccer club, and those, in turn,
provide opportunities to improve these skills. Due to the de-
manding work environment with irregular working hours in-
cluding night shifts she might lack time for her family. Hence,
because the expression of her nurse-identity limits the extent
to which she can express her mother-identity (she cannot
bring her small children to work) these identities are conflict-
ing. Moreover, her now newcomer-self and future nurse-self
will be related temporally. Whereas some of the aspects or
meanings of her current self are likely to be included in her
future self, some aspects may be rather aspirational.

2.2.3. Possible Selves

In this vein, possible selves (Markus & Nurius, 1986) are
a useful concept to encompass these thoughts about possibil-
ities and potentials in the future. Markus & Nurius propose:
“an individual’s repertoire of possible selves can be viewed
as the cognitive manifestation of enduring goals, aspirations,
motives, fears, and threats. Possible selves provide the spe-
cific, self-relevant form, meaning, organization, and direc-
tion to these dynamics” (1986, p. 954).

Markus and Nurius (1986) further elaborate on impor-
tant properties of possible selves: Linking back to the con-
sideration of the social self, the plethora of possible selves is
portrayed as a product of social comparison. The individual
may derive possible selves building on the realization that
“What others are now, I could become” (1986, p. 954). As
these cognitive forms represent future selves, they reflect self-
images that often have not been previously experienced by
the individual. In other words, while building possible selves,
the individual does not simultaneously consider whether they
would become reality.

Through their aspirational nature, possible selves can act
as “incentives for future behavior” (Markus & Nurius, 1986,
p. 955). Possible selves are understood as the link between
self-concept and motivation (de Place & Brunot, 2019). Ac-
cording to de Place and Brunot, as such, possible selves can
guide behavior by selecting suitable action plans and spurring
efforts in achieving those possible selves. However, the au-
thors further argue that not all possible selves equally moti-
vate and encourage behavior. Instead, they show that the ef-
fectiveness of possible selves in motivating and initiating be-
havior depends on a range of different factors. For instance,
Oyserman, Bybee, and Terry (2006), identify that possible
selves are not equally effective toward behavior because the
“self is multidimensional and includes multiple potentially
competing goals” (p. 188). In their reasoning, possible selves
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may not effectively guide action due to conflict with other
parts of the self-concept. Additionally, and perhaps least con-
tested, the salience and ease with which a possible self can be
accessed determine its self-regulatory effectiveness (de Place
& Brunot, 2019). In this vein, the social context cueing a pos-
sible self, i.e., making it salient, also plays an important role
because cued information is more likely to affect judgment
and decision-making (Oyserman et al., 2006).

Because the newcomer initially lacks a current self-
concept in the organization, possible selves are likely to
substantially direct the newcomer’s experience in the initial
entry phase. How might possible selves guide behavior in
workplace entry depending on the characteristics outlined?
Strauss, Griffin, and Parker (2012) argue that future-oriented
work selves allow individuals to be ambitious, take risks, and
think creatively about their possibilities. Building on these
arguments, the authors link future work selves to proac-
tive career decision-making behavior. In the socialization
context, too, I contend that those future work selves can
incite proactivity, for instance, in encouraging the newcomer
to seek information. Furthermore, it is likely that whether
or not the work context of the particular organization cues
certain possible work selves, will direct their salience and in
turn their impact on behavior. Similarly, the newcomer’s pos-
sible selves may be less effective if the action plans derived
from it seem unlikely to be achieved within the context of
the organization. In particular, I suggest that in this case the
newcomer’s endurance in following the goals derived from
possible selves will be undermined.

Moreover, as the newcomer builds up his or her current
self in the organization, the proposed reality-checking mech-
anism comes into play. There, it is suggested that in an in-
trapersonal comparison the overlap of possible and current
self is scrutinized. The outcomes of this comparison are sug-
gested to steer the newcomer’s future behavior toward reach-
ing possible self-relevant goals.

3. Method

3.1. Context

Management literature articulates the pressing need for
addressing anomalies and surprising events with adequate
theory (Seetre & Van de Ven, 2021). Scholars have identified
abductive reasoning as a fruitful approach in theoretically ex-
plaining the increasingly rapid changes to organizations and
social contexts (Satre & Van de Ven, 2021). Hansen (2008)
states that abduction forms explanatory hypotheses, and thus
is contemporarily seen as the driving force in much-needed
theory creation in organizational and management research.
The author further distinguishes abduction from an inductive
approach: “While abduction is more of a leap than induction,
induction is actually a stronger form of inference” (Hansen,
2008, p. 4).

According to Seetre and Van de Ven (2021), the process of
theory creation involves three steps. It starts with an abduc-
tive step aimed at developing “ideas or hunches” (Satre &
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Van de Ven, 2021, p. 3) to explain incomplete observations,
puzzles, or anomalies. Next, deduction serves to create a the-
ory based on the discovered hunches, and finally, induction
allows for testing and verification of the theory.

In newcomer socialization, a key puzzle yet to be solved
is how similar future social selves can lead to opposing ad-
justment outcomes, depending on a wide range of factors yet
to be discovered. Seeking to solve this puzzle, hunches are
formed abductively and attempts are made at deductive the-
ory creation and inductive testing. While the scope of this
bachelor’s thesis certainly does not allow for a holistic abduc-
tive study, it should nevertheless be emphasized that an ab-
ductive approach has impacted some of the methodological
choices of this thesis. For instance, whereas inductive coding
for data analysis would encompass deriving codes from data
only, here codes are created both from data and from theory.

Next to the research method, the design choice is a key
decision affecting the ability to gain relevant research in-
sights. Previously, scholars from multiple perspectives have
relied on both qualitative and quantitative methods to study
self-concept and identity (Ramarajan, 2014). Because the
self-concept is a complex, multi-faceted phenomenon, which
needs to be interpreted in context, this thesis adopts a qual-
itative design based on interviews. Also, inherently due to
the nature of the self-concept as a latent variable, this thesis
had to rely on self-report data for gaining insights. In par-
ticular, possible selves and their impact on behavior during
newcomer socialization are best investigated using a qualita-
tive design.

Furthermore, the real-world complexity of the investi-
gated phenomena calls for original data collection in field
research. Also, because theory on the links between self-
concept and short-term newcomer adjustment is relatively
nascent, a qualitative interview approach appears to be a
good methodological fit (Edmondson & McManus, 2007).
In particular, Edmondson and McManus (2007) state that
for qualitative approaches to nascent theory, relatively open-
ended research questions are typically explored using rather
open-ended data collection methods. This approach furthers
knowledge by interpreting the rich open-ended qualitative
findings for meaning (Edmondson & McManus, 2007).

3.2. Data Collection
3.2.1. Theoretical Sampling

To best investigate emerging theory, theoretical sampling
appears to be a useful approach to data collection (Draucker,
Martsolf, Ross, & Rusk, 2007). According to Draucker et al.
(2007), theoretical sampling is “the process of data collection
directed by evolving theory rather than by predetermined
population dimensions” (p. 1137). Hence, sampling deci-
sions are primarily guided by the research question under
investigation.

When selecting the sample to explore self-concept and
newcomer short-term adjustment, I considered findings from
my review of the literature in both fields. For instance, past
work experience might impact adjustment outcomes and is
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typically controlled for (Ashforth et al., 2007). Hence, be-
cause past similar roles might critically guide role adjust-
ment in the new organizational context, efforts were made
at obtaining a sample with comparable prior work experi-
ence. Specifically, the sample includes three newcomers, all
of age 22, at entry-level positions, who typically have little to
no previous work experience in the specific field of work.

Insights on the proposed links between self-concept and
adjustment would benefit from generalizable findings to es-
tablish strong theoretical connections. In my view, a central
trade-off within the frame of resources afforded by a bach-
elor’s thesis lies between the chosen depth and breadth of
elaboration. The strength of this work lies in its deep real-
life accounts while limiting the volume of cases investigated
and thus curbing generalizability. Increased resources, for
instance, multiple trained investigators, a longer time frame,
and access to larger samples would promote more generaliz-
able results and come closer to theoretical saturation.

3.2.2. Procedure

This thesis adopts a longitudinal design consisting of two
interviews. They were conducted shortly before entering the
organization and at three weeks tenure in the organization.
Longitudinal designs are useful for investigating changes in
variables across time. As outlined above, the newcomer en-
ters the organization with future possible selves for the job,
and during initial socialization starts building present iden-
tities in the organization. Because this thesis is interested in
the interplay of incoming self and self in socialization, as well
as the processes between them, measuring both concepts at
the same point in time is not appropriate as it would intro-
duce hindsight bias.

Conversely, the key methodological strength of using
this type of design with two separate interviews at different
points in time is that it effectively eliminates the influence
of hindsight bias. Roese and Vohs (2012) define this type of
bias as the “belief that an event is more predictable after it
becomes known than it was before it became known.” (p.
411). It involves being unable to recall uncertainty before a
past event and thus disturbs appraisal of these events (Roese
& Vohs, 2012). For instance, if both self-concepts were mea-
sured at three weeks tenure and the newcomer reports pos-
itive adjustment outcomes, he or she might conclude that it
was very likely all along that adjustment would be positive.
This might involve stressing his or her abilities and fit for the
position-which were clear from the onset-and ignoring the
uncertainties almost inevitably involved in crafting present
identities in the new organization. On the other hand, the
newcomer would be likely to also overestimate the chances
of negative adjustment outcomes in hindsight.

Based on my literature review on both self-concept and
newcomer adjustment, I created two interview protocols tar-
geted at uncovering the links between the two fields (see Ap-
pendices 1 and 2). Specifically, the interviews were aimed
at elucidating the nature of the newcomers’ self-concept and
socialization context and recalling critical incidents impor-
tant for newcomer adjustment outcomes. Interviews were

1277

designed to trace newcomers throughout their organizational
entry phase. Whereas the pre-entry interview looked at the
newcomer’s future self-concept for the coming entry phase,
the post-entry interview examined the present self-concept
three weeks later. Additionally, the second interview was
aimed at finding self-reports of 1) organizational socializa-
tion tactics, 2) newcomer proactivity, and 3) adjustment out-
comes in line with the core model of newcomer adjustment
(Bauer et al., 2007). Similar structuring of the self-concept
questions in both interviews allowed for increased compara-
bility of the two, as important for examining the suggested
‘reality checking’ mechanism.

The interview protocols created made use of narrative
methods of inquiry. Researchers interested in personality
have relied on and developed narrative identity methods—
methods aimed at eliciting the story of one’s self as it is sub-
jectively constructed across time (Adler et al., 2017). Ac-
cording to Adler et al. (2017), “narratives of personal ex-
periences are dynamically reconstructed representations of
events [...] [and] are deeply idiographic” (p. 520). Because
the present research is rather exploratory, narrative methods
appear to be well suited (Adler et al., 2017). The authors
further highlight a few key points to consider when employ-
ing narrative methods: First, narrative methods are suited
for finding meaning in investigating data. Second, narratives
depict identity in that they show how the individual makes
sense of the surroundings and experiences, which is strongly
correlated with the perception of who he or she is, and hence
the self-concept. In essence, “narrative methods are partic-
ularly well situated to examine meaning-making processes
that concern the self.” (Adler et al., 2017, p. 520).

Hence, the interviews utilized semi-structured interviews
employing narrative methods. Inspiration was obtained from
Atkinson’s (2002) contribution on the Life Story Interview
(LSI) as a narrative method. Designing the study mate-
rial thus involved creating narrative questions and narrative
prompts. While a narrative question is an open-ended in-
quiry about a story regarding its explicit, implicit, and struc-
tural aspects (Adler et al., 2017), narrative prompts are a
strong tool for bringing participants into ‘story-telling mode’.
Prompts nudge participants into mentally recalling specific
critical incidents, promising to yield informative insights. A
narrative prompt in the present study takes, for instance, the
following form:

“Please describe a scene, special moment, or event
that is symbolic of a beginning in a new organi-
zation. Please describe this scene in detail. What
happened, when and where did it happen, who was
there? What were you thinking and feeling? Also,
please describe why this particular moment stands
out and what it reveals about you as a person.”
(see Appendices 1-3 for Study Material)

At the start of each interview, the introduction was read
out to the participant verbatim, to make sure that he or she
felt well-informed, and to establish that the situation needed
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to be taken seriously (Hermanowicz, 2002). During the in-
terviews, emphasis was put on achieving flow throughout the
conversation to facilitate detailed narration and the finding
of meaningful data. Moreover, a key concern was to estab-
lish similar conditions to maximize the extent to which the
results can be intersubjectively reproduced. Two of the three
participants were interviewed in person, one using video-
calling. Because the interviews were being performed during
the Covid19 pandemic, with mandatory social distancing re-
quirements, the choice of interview mode was left to the par-
ticipants to ensure they would feel comfortable in the inter-
view situation. While before conducting the interviews, un-
certainty surrounded the point of whether participants would
“open up” to equal degrees in in-person and online interview-
ing, these concerns turned out to be unwarranted, as both
variants produced comparably rich accounts.

During all face-to-face interviews, a neutral location was
chosen, and in video calls, it was, for instance, made sure that
a neutral virtual background was displayed. The interviewer
attempted to take an eager, genuinely interested, impartial
stance throughout the entire interview process. These con-
siderations informed the preparation for interviews and were
key factors involved in minimizing bias—such as through ver-
bal and nonverbal cues including posture, voice pitch, and
fluency of speech.

Interviews lasted between 50 and 80 minutes and were
conducted in German. They were audio-recorded and tran-
scribed word-for-word. Additionally, the transcripts attempt
to capture speaking breaks and signals of contemplation
(“Uhmm”, “ahhh”, “hmmm”, etc). I argue that these cues
help data evaluation as they signify when the interviewees
engage in effortful reflection. Because inquiries about deeply
rooted, personal phenomena such as the self-concept typi-
cally pose “difficult questions” to the participants, the men-
tioned cues can serve as signposts to self-relevant revelations.

Additionally, to further reduce the potential influence of
biases in interviewing, participants were asked to fill out
the Twenty Statement Test (TST) prior to the first interview
for cross-validation (see Appendix 3) (Baumann, Mitchell, &
Hodges Persell, 1989).

3.3. Data Analysis

Data were analyzed following qualitative content anal-
ysis approaches developed by Mayring (2000). Inferences
were made from transcribed data only, which included the
spoken word with speaking breaks. Following Mayring, in-
ductive and deductive data analysis utilizes different cod-
ing procedures. Because this thesis takes an abductive re-
search approach, both inductive and deductive coding were
used to draw conclusions. While Mayring states that both
processes are based on the formulated research question, he
also highlights some key differences between the two. Induc-
tive analysis appeared useful where little prior theory could
guide coding, for instance, when looking at individual new-
comer entry expectations in the first interview or identity pro-
cesses in the second interview. On the other hand, deduc-
tion was used when theory was readily available and could
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guide coding decisions. For example, newcomer adjustment
appeared suitable for deductive coding, because a compre-
hensive model was available (Bauer et al., 2007).

First, for inductive coding, according to Mayring (2000),
codes were iteratively derived from the interview transcripts.
Codes were obtained directly from data and later revised,
summarized, and cross-checked for redundancies. Through
subsequent iterations, these codes became increasingly struc-
tured hierarchically and could be summarized into higher-
order categories. After roughly 30% of the material, the
emergent categories were again revised and coding was fi-
nalized.

Second, deductive coding is based on defining aspects
and categories to analyze based on the research question un-
der investigation (Mayring, 2000). Again, a stepwise process
was followed to arrive at codes fitting to the higher-order cat-
egories. Codes were deduced from data with the theoretical
categories in mind and later cross-checked and summarized
so that they would explain the categories to the best possible
extent. Again, revision took place when roughly 30% of the
material was coded. Out of inductive and deductive coding
techniques, a comprehensive coding scheme emerged (see
Appendix 4).

Finally, TST responses were used as background informa-
tion to validate interview results.

4. Results

4.1. Pre-Entry
4.1.1. The Self-Concept

Centrally, interviewees revealed rich accounts of their
self-concept, including their social selves, and general per-
sonality traits. Participant names were pseudonymized using
name occurrence distributions of the participants’ years of
birth to ensure confidentiality. I will refer to the participants
as Taylor, Jacob, and Naomi.

Taylor. said that he is open, willing to help, and peace-
loving. Taylor placed importance on making an impression
on others, enjoyed being in groups, and particularly appreci-
ated the valuation and interest of other group members.

Jacob. identified as being agreeable, spontaneous, cre-
ative, flexible, good at improvising, perfectionist, and open.

Naomi. Most prominent were Naomi’s accounts of her
lack of self-confidence and self-doubt with 13 occurrences.
The following quote highlights this aspect: “But sometimes
as I said, I doubt my abilities. And then I would not see my-
self as the first contact person if there is anything that needs
to be solved now or so in a .... If there is a problem and you
need a solution for it.” Additionally, Naomi said that she is
conscientious, structured (and talented at organizing) agree-
able, extraverted, creative, willing to help, and peace-loving.
Naomi placed importance on making an impression on oth-
ers, enjoyed being in groups, and appreciated the valuation
and interest of other group members.
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4.1.2. Uncertainty

Participants further described feelings of uncertainty re-
garding three categories: purpose and orientation uncer-
tainty, social uncertainty, and task and role uncertainty.

All participants expressed that they did not know central
information regarding their task and role and were uncer-
tain about those aspects in the future organization. This is
not surprising as all newcomers are in entry-level positions
and have limited previous similar role experiences. Taylor
reported considering being provided a certain degree of task
and role freedom as a valid strategy for resolving task and
role uncertainty proactively.

Social uncertainty also mattered to participants. All re-
ported feelings of uncertainty about their future social envi-
ronment, in particular regarding harmony in working with
colleagues. As only Naomi worked from home, she reported
feeling uncertain about the nature of interactions with col-
leagues restricted to a purely virtual setting. Interestingly,
whereas she stressed the potential difficulties resulting from
online interactions, she also considered it an advantage not
to have to face colleagues in real life as she reported a signifi-
cant lack of self-confidence and self-doubts (see Self-Concept).
Taylor and Naomi stated that they placed a high value on
their supervisor expressing interest in working together; con-
sistent with their expressed importance for being valued and
shown outside interest (see Self-Concept).

Only Taylor explicitly reported requiring purpose and
orientation information to resolve his uncertainty regard-
ing those aspects. This especially mattered to him as he
considers being provided these insights as an expression of
appreciation and valuation for his work:

“Yes, but that definitely makes a difference, how valued I
think my work is and how I think they treat interns there or
how they deal with interns, whether that’s just cheap labor for
them or whether that’s potential later employees for them, that
they like to take good care of so they have a good image of the
company

4.1.3. The Organization

The newcomers considered several aspects of their future
organization. First, participants all supported the notion of
gaining support for their entry into the new organization.
Being supported in understanding job tasks and roles in the
face of the new environment played a key role for newcom-
ers. Jacob explained the role of individual support in two
polar scenarios: “Either you're just... you're just taken by the
hand, and you’re just shown what you have to do or you're
just completely thrown in at the deep end and you just have
to see that you can swim somehow yourself or you just can’t
get it together at all.” Next to general support in entering
the organization, all three newcomers stressed that it is im-
portant to them that the organization would tolerate their
initial mistakes and consider their learning progress individ-
ually. The following quote from Jacob illustrates this point:
“So... it’s absolutely justified, so it’s always a question of how
much puppy protection you have overall. So, you’re new, you
don’t have any experience yet, you have time to learn the whole
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thing, that’s about it. And depending on how well this puppy
protection simply works, the better it is.”

Naomi underscored that she highly values social support
as she repeatedly mentioned potential shared after-work ex-
periences. Furthermore, she considered social support a pos-
sibility for mitigating her shyness in social interaction.

Taylor imagined possible learnings from his team, includ-
ing, for instance, orientation for future job choices.

Next to that, Taylor and Naomi articulated that they
imagined engaging in comparisons with other organizational
members and perceiving differences between other interns
of their age and other colleagues, which would affect their
interactions with them.

4.1.4. The Individual

On the individual level, too, insights relevant to new-
comer adjustment were obtained. Regarding the imagined
role, Naomi articulated the wish to develop self-confidence
and assertiveness in the new organization. Also, she imag-
ined playing the role of a communicator and mediator, as
well as a reliable colleague. Furthermore, she, and in par-
ticular also Taylor, mentioned that they find it important that
they perceive their work as being valued by the organization.
Jacob had clear valence for his imagined role: enjoying work-
ing with people, and being supported while doing so, and
negative valence for inadequate support. While imagining
initially missing orientation, he also had clear conceptions of
becoming productive on the job and pictured missing routine
and strategies for building up routine. He imagined following
colleagues’ demands initially, but had a strong vision for tak-
ing on responsibility, as illustrated in the following: “. .. Until
I eventually get into a position where I can explain to other
people what they can do best and how, because I have simply
gained competence behind it.” Furthermore, participant two
articulated having pronounced demands on himself:

Naomi imagined not being proactive, Jacob could picture
himself proactively looking for tasks after his initial entry.
Taylor gave a detailed account of his proactivity fluctuating
depending on how he feels received:

“In the past, I myself have noticed that it depends
very much on how I feel received. That doesn’t
mean that I'm always waiting for someone else to
welcome me. But if I notice that someone is not
at all interested in dealing with me or in who I
actually am and what I actually do here, then I
don’t feel like making an effort to say "Hello, here
Iam". But on the contrary, when I notice that peo-
ple are also interested, then I love to slide into new
groups and discover new groups. But somehow... I
find it very different, depending on how the mind-
setis.?...So, in one scenario I also have a real desire
uh, myself ... no idea, to change the group, to do
something different, to do new things, to establish
new things in the group and so on and in the other
scenario just not so.”



1280

Furthermore, Jacob mentioned multiple paths through
which he might learn the job, including learning by following
experienced colleagues, experimenting with tasks, and learn-
ing by pretending to know (“Fake it, till you make it.”). He
also stressed considering adaptive capabilities, for instance,
to handle novelty, manage expectations, balance different
task demands, or adapt to a high workload.

All newcomers stated that they anticipated the new job,
with Naomi also reporting feeling frightened in the face of
novelty.

4.1.5. Background Information

Newcomers reported job-related information to the ex-
tent that they knew what could be expected. Unsurpris-
ingly, job tasks varied as the participants entered different
jobs at various organizations. All stated the overarching goals
or purposes of the organization. Taylor reported possessing
most previous knowledge as compared to the other intervie-
wees. Taylor and Jacob carried out their jobs in person, while
Naomi worked from home during the first three weeks.

Next to general job information, newcomers also reported
their imaginations and valences for the first day in the organi-
zation. Overall, participants stated that they would miss ori-
entation, feel nervous, and imagine scenarios of failure. Tied
to these possibilities were behavioral strategies newcomers
imagined adopting on the first day. In particular, all newcom-
ers placed importance on preparing well for their entry day.
Also, newcomers planned to counter nervousness by seeking
distraction and social support and evaluated options for self-
regulation regarding imaginations of failure. Furthermore,
Jacob already pictured that he could find orientation on the
job due to the limited complexity of tasks combined with his
ability for developing routine for job tasks.

4.2. Post-Entry
4.2.1. The Self-Concept

Personality Traits and Social Self. Participants provided
accounts of their self-concept and social self.

Taylor. reported being adaptable, for instance, in ac-
cepting inadequate information provided by the organization
and evaluated this personality trait as too pronounced. He
showed tendencies to justify his lack of questioning for rele-
vant information Associated with this aspect, he stated that
he aims at avoiding a negative impression as being too “in-
trusive” when asking for information.

Jacob. noted being encouraging with colleagues, for in-
stance, checking on their wellbeing, or providing considerate
gestures. Furthermore, he described possessing a social team
identity in metaphorical terms:

Sums it up pretty well actually, "Part of the ship,
part of the crew." Because it just works best when
we all work together when we all effectively pull
together. As trite as that may sound now. But if
we simply pay attention to each other and, um,
pay attention to what the other people are doing
and what’s happening there, then it all just works
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best, because it’s a very social interaction, where
you simply have to work with people. And then just
not that it’s impossible that you just don’t work to-
gether with them, with your fellow human beings,
because that just causes problems.

He also reported identifying as an egoistic altruist. With
this concept, he described helping colleagues to maximize his
enjoyment of work and learning outcomes. He stated making
colleagues enjoy their work because he enjoys working along
and interacting with satisfied colleagues. He also mentioned
that this personality aspect would affect his choices of re-
lationships with colleagues. Additionally, Jacob perceived a
social hierarchy within his hierarchical level in the organiza-
tion, according to their job experience. He reported behaving
differently toward those categories of people—for example,
helping colleagues with less experience, while approaching
experienced “mentor” colleagues for his learning progress,

Naomi. reflected being extraverted, agreeable, and will-
ing to help. She also stressed having a creative side, which
she mentioned utilizing for generating suggestions for im-
proving job performance. She mentioned that her supervisor
had confirmed this personality aspect to her.

Identity Processes. The newcomers described a variety
of identity processes, encompassing identity aspirations, pos-
sibilities, and implementations of pre-entry wished identities.

Taylor. reported being dependent on consideration by
his colleagues. He stressed the importance of being given
attention and time from colleagues — for instance, being ex-
plained his tasks in detail and being provided background
information. He mentioned that the amount of considera-
tion given would determine his motivation to acquire task-
relevant learnings. Taylor said that he wished pre-entry to
take on responsibility and be proactive in asking for task-
relevant information. He assessed having been only partially
successful in implementing his desired identity.

Jacob. described enjoying being himself on the job and
feeling completed through his job, exemplified by the follow-
ing quote:

L I am effectively me again. I can work with people
again. I'm getting to know a bunch of new people
again, I can just. I'm meeting new people every
day. I can talk to a bunch of new people again.
I can be around people again. I can just be with
people again! So that’s, I've noticed what I was
missing before, that I'm just back in a room with a
lot of people, and I can talk to a lot of people.

He stated being able to enact a part of his identity again
on the current job, that he previously could not. Associ-
ated with this, he stressed repeatedly a need to be in con-
trol over his job, job routines, outcomes, and interactions.
The newcomer mentioned being proud of being independent.
Regarding performing tasks delegated to him, he outlined
the importance of being given reasons for individual task as-
signments. On the contrary, Jacob expressed disliking being
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given orders that deprive him of his freedom of choice on
how to perform tasks. He stated finding it challenging to
handle situations where he is facing outside factors out of his
control, for instance, the Covid19 pandemic limiting his pos-
sibilities to interact with people on the job. Participant two
also mentioned enjoying being in control not only of his own
but also of other’s outcomes. He reported liking to influence
colleagues to make them perform better at their tasks. Along
with being in control he described feeling less uncertain and
capable to act as opposed to previous feelings of surrendering
to outside factors.

Moreover, Jacob stated that he desired an identity as an
assertive authority being able to “yell at colleagues to do their
work better”. His motivation for this wished identity connects
to his desire to improve job performance and dealing with
people appropriately: he described colleagues’ mistakes in
the bigger picture including their follow-on effects, such as
delays in performance and treating customers unkindly and
disrespectfully. Finally, he assessed hierarchical structures to
be blocking the enactment of this desired identity.

Naomi. said that it is central to her that she has become
more self-confident:

Yeah. So, I feel more confident as I said. And like
I said, yeah, and honestly, when this job is done,
I just look forward to more jobs because I'm al-
ways learning new things. So now I don’t feel so
scared or anything. I feel more like "YOLO experi-
ence is good like that." Hm. But I really think it’s
always my self-concept, in the beginning, I worry
too much, I think too much or, or sometimes in
the beginning... Oh yeah, what I also noticed is
in the beginning I thought about messages a thou-
sand times before... so I thought about the message
carefully before I sent it. And then, in retrospect, I
thought to myself, "Oh no, that comes across badly,
what will they think of me? They’re definitely go-
ing to think I'm rude." But now I just send messages
like that, and I think to myself like that and when
I think about it I think to myself like "oh no, it
doesn’t matter how it should come across". Yeah,
and I just try to worry less now. Exactly.

In this realm, she mentioned being able to increasingly
tolerate her own mistakes. She also mentioned using down-
ward comparison to increase self-confidence and implement-
ing individual regulation for self- doubts.

4.2.2. Newcomer Adjustment

Adjustment Cues. Participants frequently gave cues
about the success of their socialization experience. Newcom-
ers often described adjusting as feeling at home and having
arrived and reflecting less about what to do and how.

Taylor. displayed uncertainty regarding his adjustment
success. For him, the freedom of structuring his workday rel-
atively independently was key to feeling at home in the orga-
nization. He stated that initial adjustment was not very dif-
ficult because the division deals with a wide variety of tasks
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that do not require specialized previous knowledge. Further-
more, he again stressed the importance of being individu-
ally considered by colleagues for feeling at home in the or-
ganization and questioned colleagues’ efforts in introducing
him. Conversely, he cued that his initial entry experience was
mediocre and that he felt neglected by his supervisor. Associ-
ated with the perceived ease of initial entry and his supervi-
sor’s absence in the first two weeks, newcomer two described
having neglected key learnings that became apparent when
interacting with his supervisor in week three.

Jacob. gave positive cues about his adjustment out-
comes. He reported feeling socially accepted and welcome
and stated that he enjoyed getting to know colleagues more
deeply. While he initially felt overwhelmed and confused, he
evaluated it as chiefly important for feeling at home that he
understood the structure and functioning of the organization
after three to four days. His associated valence was positive,
as he felt more motivated and clearer about his job and tasks:

And, on the other hand, it was also simply eas-
ier, simply because the work as a whole felt more
gripping. Because you know exactly, I'm doing ex-
actly this now. Then this happens, and then that
happens. That you understood the individual work
steps.

Jacob also understood his job within the larger organi-
zational structure, from which he could derive purpose and
orientation.

Naomi. also gave signs of positive adjustment. The new-
comer felt initially overwhelmed by the amount of informa-
tion but felt motivated to start learning for her progress.
While she was initially neglected by her supervisor, she per-
ceived his later apologies and promises of support as credi-
ble. Thus, after initial difficulties, she felt well supported by
her supervisor and reported that this helped her feel more at
ease, comfortable, and at home in the organization. This co-
incided with feeling at home starting in her third week in the
organization. She stated that she felt socially accepted within
her team. The newcomer associated being at home in the
organization with feeling secure and self-confident. She felt
effective at learning her tasks and role, perceiving decreasing
dependence on others to explain tasks to her. Furthermore,
she enjoyed being in contact with customers and had a posi-
tive valence for the job enjoying working in the organization.
Finally, a positive comforting valence was reported regarding
the fact that she entered the organization together with other
newcomers. She felt that she would not be the only one to
make mistakes and that individual mistakes would not attract
as much attention.

Role Clarity.

Taylor. appeared to be unsure about his role: while stat-
ing that he knew his role — as rather a role assigned to him
from the outside organizational environment — he displayed
uncertainty regarding various role aspects. For instance, he
was not sure whether his role clarity mattered for him feel-
ing at home in the organization and did not know how he
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acquired his role. He described his role as encompassing the
performance of simple, individual supportive tasks, while not
understanding the purpose of his work in the organizational
framework. The newcomer reported being dependent on col-
leagues to provide tasks and expressed a negative valence to-
ward his role. He stated that he took over a predetermined
role, which he had little influence in shaping, and was uncer-
tain regarding his future valence toward his role.

Jacob. on the other hand, could relatively easily recall as-
pects of his role, including dealing with people and making
them feel comfortable while doing so. He perceived having
freedom over the development of his role and had a positive
valence for notion. Understanding his role in the organiza-
tional structure appeared important to the newcomer. While
reporting that he initially did not understand the structures,
he later grasped important structures relevant to his role. Fi-
nally, structure embedding his role was important because it
provided orientation.

Naomi. was certain about her role in being a reliable
partner and being fast at executing tasks.

Self-Efficacy.

Taylor. stressed that he did not feel demanded on the
job. He said he contributed small parts of information for
colleagues but that this did not challenge him in his skillset.
He stated having tried to take on more challenging tasks but
found it difficult to do so. The newcomer mentioned that he
was passively waiting for colleagues to approach him rather
than be proactive in searching for adequate tasks and that his
proactivity depended on being given more challenging tasks.

Jacob. found it not very difficult to perform his tasks,
and said that they require attention and motivation. The
novice stated that he knew which tasks he particularly en-
joyed performing and managed to make his job performance
a habit. He adopted individualized approaches to dealing
with his customers and viewed this as a key aspect of learn-
ing his job. Coupled with his “sure-fire success” performing
main job tasks, he mentioned that he could deal with other
tasks and contribute to organizational structure. The new-
comer imagined optimizing processes, contributing to struc-
tures, and making a difference through his work. Regarding
his proactivity in learning the job, he stated that he would en-
gage in “learning by doing” and proactively look for more ex-
perienced colleagues for obtaining job-relevant information.
He mentioned that he got praise for his work and started tak-
ing on responsibility for other colleagues after one to one
and a half weeks. Colleagues relied on him and approached
him when they encountered any problems and he stated that
he engaged as a problem-solver in these instances. Further-
more, Jacob said that he approached problems proactively
and was perceived as a considerate colleague interested in
his coworkers’ needs and problems. In line with taking on
responsibility, the newcomer reported keeping an overview
over his team. He felt joyfully surprised and valued for being
able to take on responsibility. The newcomer felt increasingly
capable of handling difficult, unexpected situations.
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Naomi. reported that she felt hard to replace and moti-
vated to distinguish herself from other colleagues and learn
her tasks quickly. She said that she compared positively with
other interns and felt confident despite initial self-doubts.
The newcomer identified strongly as a fast and disciplined
learner and was also perceived as such by her colleagues,
which she thinks they view positively. She said that she was
diligent at learning the tasks on her own starting in her first
week and that this helped her gain orientation in the organi-
zation. She received repeated praise for her work from col-
leagues. The newcomer dared to try challenging tasks, which
she felt helped her build up self-confidence. For instance, she
outlined taking on customer calls in her first week at work-
a challenging situation associated with social uncertainty for
her, which she said she mastered using a variety of acquired
techniques. Moreover, Naomi stated picking her work times
so that colleagues were available for her to proactively ap-
proach. She also reported providing possible solutions for
problems, which impressed her colleagues. Taking on more
challenging tasks was perceived as enjoyable and apprecia-
tive She felt valued for taking on responsibility for other col-
leagues, too, and could imagine performing a leading role in
the future.

Social Acceptance.

Taylor. reported that feeling accepted by colleagues was
associated with reflecting less about his actions. While he
stated that he became less reflexive throughout his entry
phase, he gave mixed signs of social acceptance and de-
scribed feelings of separation when working: “On the social
level?....... hmmm...Difficult..... it’s just rather ...
well, it’s an open-plan office. But so, the work itself is already
yes ....very, very separate.” He noted that little collaboration
took place and that he usually performed delegated tasks
alone. His work was not part of discussions in team meet-
ings, which revolved around overarching topics, which he
felt he was not contributing to. Regarding the social atmo-
sphere, the newcomer said that he got along well with open
colleagues and that the work topics are generally suited for
starting conversations with other coworkers. He cued that
he perceived differences between interns and permanent
employees, which he said both have separate group dynam-
ics. However, he noted that the general atmosphere was
harmonious and collegial, where he felt he could talk about
beyond-work topics and felt hierarchies were unimportant.

Jacob. gave no more specific cues regarding his social
acceptance, beyond feeling accepted and welcome as he got
to know his colleagues better (see Adjustment Cues).

Naomi. reported that her mistakes were tolerated and
that others knew who she is and what she does and felt val-
ued by them in those aspects. While she enjoyed being seen
as competent, she also wanted to avoid making a too strong
or arrogant impression. A sense of belonging fostered by her
supervisor and a large-scale organizational meeting was re-
called. The newcomer felt more confident feeling as part of
the organization. Social support from another intern also
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played a role for her: the other intern admitted her own
mistakes, which helped the participant feel accepted in mak-
ing mistakes herself and encouraged her learning experience.
The intern provided multiple functions for her: she took over
aspects that her supervisor had neglected, buffered her un-
certainties and insecurities when approaching her supervisor
by being readily approachable in place of her supervisor. She
also enjoyed the close contact with her and felt that they got
well along. The newcomer described a difference when in-
teracting with colleagues of her age and older colleagues, but
also stated that this difference did not matter a lot and that
she could get along with both perceived categories. A posi-
tive valence of feeling more at ease was reported regarding
her many similar-age colleagues. The general work atmo-
sphere was described as harmonious and on eyes-sight and
reflected as contributing to her motivation to learn and feel-
ing at ease with less need for reflection. Naomi said that she
gets along well with her supervisor and another working stu-
dent she has contact with.

5. Discussion

5.1. Adjustment Outcomes and Identity Work
5.1.1. Naomi’s Identity Partnerships and Identity Work
Naomi gave clear signs of positive adjustment outcomes
with high role clarity, self-efficacy, and social acceptance. I
suggest that the identity work she performed during the three
weeks under investigation played a key role in reaching these
advantageous results. She provided insights into interac-
tions with incumbents that helped her in her initial social-
ization experience. She described that another intern took
over socialization tasks normally expected by her supervisor
and provided a variety of functions for her: She reported
that the incumbent acted humbly—admitting her own mis-
takes and insecurities—and that this helped her relate and feel
secure about making mistakes herself. Because she stressed
enjoying interacting on eyes sight, I suggest that the humble
behavior of her colleague made the newcomer consider the
incumbent as a more likely partner to open up to and discuss
her organizational identity with. Furthermore, the implicit
message to the newcomer was likely targeted (whether inten-
tionally or not) at boosting the newcomer’s self-confidence,
which she said she had doubts about pre-entry. Her colleague
is described as her first approachable point of access for is-
sues at work:

Exactly, so the intern, of course, she doesn’t always
have so much to do. That’s why she said I can al-
ways ask her and then I ask her and if she can’t
help me or if she doesn’t know because she’s still
new, then she says, “Ask the supervisor.” or some-
thing. And then I do that and then it gets sorted
out. And that’s exactly. So first I always go to her.
And then if she can’t help me, then I go to him. And
still, it’s very relaxed.
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Naomi’s enjoyment of talking about non-work topics and
frequently being on calls with her colleague hints that the
interaction was not only focused on work and task structure
but also involved overarching concerns, for instance about
her identity in the firm.

Coupled with the interaction, the newcomer described a
feeling of belongingness or identification with the organiza-
tion. Identification is a key predictor of socialization success
because it predicts contributions to the team and team per-
formance (Sluss & Ashforth, 2007). Thus, the newcomer’s
identification with the organization is likely to constitute one
reason for her successful adjustment.

The depth of exchange between the incumbent and the
newcomer points to discussing the processes underlying in-
teractions leading to identification and adjustment success.
While it is impossible to ascertain the precise contents of in-
teraction, it is plausible to suspect that her peer communi-
cated a lot of relevant information “in narrative form, that is,
as event-driven stories, myths, and folklore that vividly high-
light both positive and negative cultural cues in action” (Ash-
forth, Sluss, & Harrison, 2008, p. 7). Because these narra-
tives are so engaging and relatable, the authors suggest that
they provide memorable background and (tacit) knowledge
upon which newcomer identification can be built.

Processes such as the one described are also part of the
scholarly conversation seeking to gain missing knowledge on
how newcomers obtain identity resources in organizations. It
is currently debated how newcomers and incumbents inter-
act to exchange identity resources important for newcomer
socialization. Cooper, Rockmann, Moteabbed, and Thatcher
(2021) make a point for identity partnerships—“a relationship
in which identity resources are exchanged between an incum-
bent team member and a team newcomer” (p. 2).

Judging by the rich descriptions of Naomi’s interaction
with the incumbent, she might likely be describing an iden-
tity partnership in Cooper’s (2021) sense, which is outlined
in the following. An identity partnership is a dyadic level
concept, which is made up of one newcomer and one in-
cumbent for mutual exchange of identity resources to satisfy
identity needs. While there are partnerships with which all
identity needs can be satisfied, it is likely that newcomers
and incumbents may seek multiple identity partnerships that
each satisfy individual identity needs. The identity resources
are twofold: team identity cues, which transmit information
of descriptive and normative nature about the team iden-
tity, and acceptance cues, which convey a sense of belong-
ing. The partnership may be initiated either by the new-
comer or the incumbent. On the one hand, because new-
comers enter teams generally lacking a team-based identity,
they may experience identity ambiguity. “Identity ambiguity
in a new team is likely to trigger two specific identity needs—
uncertainty reduction and belonging” (p. 11). Individuals
may seek information to understand how they fit into the so-
cial system and to grasp their team identity. Next to that,
newcomers want to feel belonging to people around them
and feel like organizational insiders, as opposed to outsiders.
Thus, the experience of identity ambiguity may trigger the
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Table 1: Overview of Newcomer Self-Concepts, Identity Processes, and Adjustment Outcomes

Taylor Jacob Naomi
Pre-Entry Importance of Making Agreeableness Importance of Making
Self-Concept an Impression an Impression
Spontaneity
Enjoying Being Enjoying Being
in Groups Creativity in Groups
Being Oneself Flexibility Importance of Outside
in Groups Interest and Valuation
Improvisation
Importance of Conscientiousness
Outside Interest Perfectionism
and Valuation Structuredness
Willingness to Help Openness Lack of Self-
Confidence, Self-Doubt
Peace-Loving Agreeableness
Openness Extraversion
Creativity
Willingness to Help
Peace-Loving
Post-Entry Adaptability Encouraging Extraversion
Self-Concept Colleagues
Lack of Social Agreeableness
Team Identity Social Team Identity
Willingness to Help
Egoistic Altruist
Creativity
Categorization into
Experience Level
Identity Work Dependence on Being Oneself Increasing
Consideration Again Self-Confidence
Wished Pre-Identity: Wished Identity:
Taking on Assertive
Responsibility Authority
Adjustment
¢ Role Clarity Low High High
o Self-Efficacy Low High High
¢ Social Acceptance Low — Medium Probably High High

newcomer to proactively seek information and resources in-
cluding team identity and acceptance cues. On the other
hand, incumbents usually possess a team-based identity and
thus have different identity needs. Those who strongly iden-
tify with the team are likely to proactively approach newcom-
ers to initiate an identity partnership. “Because strong iden-
tifiers value their connection to the team, they feel that they
belong to that team and will seek out positive interpersonal
relationships with team members-including the newcomer—
to maintain that feeling of belonging within the team” (p.

13). While strong identifiers (integrators) are likely to sup-
port newcomers in the socialization process, incumbents who
strongly disidentify with the team (gremlins) search for con-
firmation for their negative team identities in the newcomer
and may be detrimental to newcomer socialization.

From the data, the degree of identity ambiguity experi-
enced by the newcomer can only be roughly approximated.
Naomi signaled to feel lost and neglected by her supervi-
sor initially, although this may alternatively just be a sign
of task and role uncertainty: “Because I mean, seriously, if
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there hadn’t been an intern, that would have been really bad.
None of us would have known what we were supposed to do.”
Moreover, precisely which identity resources the incumbent
sought from the newcomer is not apparent from the data.
However, it appears unlikely that the incumbent had strong
team disidentification, as Naomi did not report any cues of
anti-team identity on the part of the intern. Rather, one possi-
ble explanation for the described integrative potential of the
incumbent is that she recently has been a newcomer in the
team herself, allowing her to empathize with Naomi’s social-
ization needs. Furthermore, Naomi’s positive valence toward
colleagues of a similar age may have further simplified the
initiation and development of the partnership.

Thus, who made the initiating step for the identity part-
nership is not clear, but I suggest that this is also not very
important — what matters in the realm of the research ques-
tion is the adjustment success resulting out of the identity
partnership. Naomi not only reported feeling more at ease
and self-confident having built the partnership, but she even
took the incumbent as a role model for her future develop-
ment in the firm-a possible self providing an incentive to take
on a leading role with responsibility for other interns in the
future. The perspective of possible selves (Markus & Nurius,
1986), in particular, future-oriented work selves (Strauss et
al., 2012) allowing newcomers to be ambitious and take risks
is significant in this respect. Specifically, I suggest that the
ability to take risks aids in identifying role aspects and devel-
oping one’s role and that a certain self-confidence is a prereq-
uisite to engage in risk-taking behavior. Naomi reported that
the partnership helped her feel more self-confident. Hence,
the formation of the identity partnership may not only have
contributed to the formation of a future possible work self
but also supported its enactment by lowering self-confidence
barriers.

This example points at an important aspect of identifica-
tion in teams and the construction of identity partnerships:
the need to not only consider newcomer’s identity needs but
also further interpersonal and communicational factors. For
example, Naomi preferred colleagues of a similar age and
enjoyed being in frequent exchange with the incumbent, in-
cluding topics that exceed the work context. Next to that, it
is imaginable that other interpersonal factors played a role in
the development of the partnership.

Naomi also described that her supervisor signaled to her
a feeling of belongingness to the organization: “He was so,
so confident and also so really.... he made us feel like we’re all
friends, so even though he’s my supervisor. He makes us feel like
we can all still be very, very close to each other or communicate
with each other.” Naomi might thus be pointing at another
identity partnership with her supervisor, mostly for obtain-
ing acceptance cues. The point in time that her supervisor
provided these cues also coincides with when she reported
feeling at home in the organization-a strong indication of
adjustment success.

Taken together, next to the identity needs satisfied in
the two identity partnerships, Naomi’s increases in self-
confidence facilitated by the relationships appear to have
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supported adjustment in another way. Self-confidence boosts
allowed Naomi to explore identity aspects she would other-
wise not have dared to. Thus, the identity partnerships also
supported her in performing identity work: constructing and
altering her identity over time (Bataille & Vough, 2020).

5.1.2. Taylor’s Possible Self, Identity Work, and Reality
Checking

Hm... So, I wanted to be like that... so... I just wanted
to be, um, someone who just cares a lot that people show you
something, so I ask a lot. is interested... Um...maybe even asks
if he can be part of things where he actually would not be there
um.... partly I have implemented it that way, but partly not
because I noticed when just people have no desire to deal with
additional things. Umm but just want to do their thing, want
to do their work. Um, yes, then it just felt a bit out of place and
that’s why I just partly put it back, so to speak. Uhm...So...
yeah... that would actually be my role...

Taylor gave negative signs of his adjustment success, as
he stated not understanding his role in the larger frame of the
organization, felt little demanded in his tasks, and perceived
separation from his colleagues. However, Taylor did possess
a wished identity of taking on responsibility and being proac-
tive before entering but said he was largely unsuccessful in
implementing it. This observation raises the question: why
did Taylor’s possible self before entering not perform well as
an incentive for proactive behavior to facilitate adjustment?

Two perspectives appear useful in explaining Taylor’s
identity processes: possible selves (Markus & Nurius, 1986)
and identity work (Bataille & Vough, 2020).

First, scholars have argued that the effectiveness of pos-
sible selves to function as incentives depends on a wide va-
riety of factors. Critically, Taylor’s organizational context is
unlikely to have cued proactivity and taking responsibility,
as he said he is viewed in the preformed role of the “typ-
ical intern”: “Yes, and that is actually how one imagines an
internship in the classic sense, a bit of internship work if you
want to say it pejoratively. Yes, so my position in the company
is intern.” In this role, he said he was expected to perform
small supportive jobs that he felt little demanded with. Due
to the contrary role orientation, Taylor’s organization does
not make his possible self salient, which in turn diminishes
its likelihood of impacting his behavior (de Place & Brunot,
2019).

Second, Taylor may not have seen identity opportunities
that could have made him engage in identity work. Bataille
and Vough (2020) conceptualize that newcomers respond to
identity opportunities and threats with identity work. Ac-
cording to Bataille and Vough (2020), identity opportuni-
ties trigger identity work that makes the individual grow to
achieve a desired identity. However, Taylor described scarce
identity opportunities in taking on responsibility and becom-
ing proactive. He only mentioned one task assignment that
was challenging to him where he felt more responsible. Next
to that, the lack of role flexibility may pose another barrier to
his performance of identity work. Given his “preformed” role,
he may have assessed it unlikely that he could implement his
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identity within the context of the organization. Moreover, as
he described depending on outside valuation and considera-
tion by his colleagues, he may also have required this feed-
back with regard to his identity work. I suggest that missing
affirmation in the process of identity work has posed another
obstacle to successful identity work toward his desired iden-
tity.

Finally, the sum of processes described may be under-
stood as Taylor engaging in reality-checking with a negative
outcome: the perceived gap between wished and actual iden-
tity disincentivizing identity work.

5.1.3. Jacob’s Fulfillment of an Identity

Jacob stated that he perceived a sense of completeness
through his job. He said that he could be himself again and
that he could not fulfill his identity of working with and help-
ing people previously due to external circumstances. I sug-
gest that Jacob’s case chiefly underscores the importance of
work for identity processes. Work “offers an important place
to learn about what one is able to do; which is fundamental
to enhancing self-efficacy” (Selenko et al., 2018, p. 2). Ja-
cob thus managed to use work in alignment with his identity
to explore how he could advance his skillset to better imple-
ment his identity in the organization. The identity itself may
have served as a key motivator in this process (Selenko et al.,
2018).

5.2. Limitations

Because research is interested in newcomers of all ages,
positions, and career stages, the sample in itself might al-
low for only limited generalizability to the entire population.
Future research would do well to explore identity processes
with larger samples more representative of the population
of newcomers. However, the sample was built under the re-
source constraints inherent in a bachelor’s thesis and thus
did not allow for investigating a larger-sized sample. Larger
samples could be explored with multiple trained investiga-
tors. Furthermore, the research question guided sampling
decisions in an important way: by studying student newcom-
ers, previous job experience is not likely to impact findings.

Next to sampling, the interview itself carries aspects
worth discussing in the realm of methodological limitations.
As stated by Alvesson (2003) a certain interpretation of the
interview situation on part of the participant always takes
place: “Intensive interpretation of what the researcher is af-
ter — before, during, and perhaps after the interview (before
arepeat interview) — and the forming of work assumptions of
what the entire exercise is about and how specific themes ad-
dressed should be understood guide interviewee responses”
(p. 19). Thus, despite extensive efforts to ensure questions
are clear and easily understandable, it cannot be avoided
that there exists a certain range of different interpretations
and that answers vary based on that.

Furthermore, social desirability issues are inherent to
interview situations. Hence, participants might base their
replies on what they think is socially acceptable instead of
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on their “true” thoughts. The interviewer paid particular
attention to minor cues exposing answers biased by social
desirability.

Regarding the interview technique, efforts were made at
avoiding priming participants (see Section 3.2.2). One po-
tential limitation in this respect could be that newcomers un-
derstand key concepts differently than scholars typically de-
fine them. Alternatively, could defining terms scientifically
also bias participants’ responses? Here, the definitions of key
concepts such as the self-concept were withheld until partici-
pants asked for a clear definition, or the facilitator felt it was
necessary to define terms during the flow of the interview. In
future research with larger samples, scholars could experi-
ment with explaining terms in researchers’ definitions, using
a definition put in context (“This is how researchers define
the self-concept”), or using no definition at all.

Finally, data analysis could also bear potential limitations.
In particular, coding decisions were performed by a single in-
vestigator. Employing multiple coders with diverse perspec-
tives could serve to uncover more aspects of the data.

5.3. Summary and Outlook

In sum, the accounts of the three newcomers Taylor, Ja-
cob, and Naomi provide informative insights into identity
processes in the organizational entry phase and how they
affect short-term adjustment. The participants significantly
differed in their identity work processes and adjustment out-
comes and thus provide a background against which to dis-
cuss (un)successful adjustment processes. The newcomers’
identity processes illustrate current research on identity part-
nerships (Cooper et al., 2021) and identity work (Bataille &
Vough, 2020) and designate avenues for future research.

As underlined by Cooper et al. (2021), “our understand-
ing of how newcomers come to define their own identity vis-
a-vis the team is still relatively unknown” (p. 3). Identity
partnerships as proposed by the authors are one possible path
through which newcomers come to build their identity in the
team, however, key questions remain. While identity part-
nerships are also a form of association of individuals, they
serve different purposes than, for instance, a friendship or
romantic partnership. Scholars would do well in exploring
more precisely how identity partnerships differ from associ-
ations of individuals not meant for the exchange of identity
resources within organizations and what this means for new-
comer adjustment. This work provides some cues of success
factors of identity partnerships, yet this can only be the begin-
ning. Researchers should thoroughly explore which concepts
determine whether identity partnerships become successful
guides of newcomer adjustment.

While factors influencing the initiation of identity part-
nerships are cautiously suggested (Cooper et al., 2021), fu-
ture research should also investigate how identity partner-
ships develop based on interpersonal factors. Furthermore,
there is a gap in knowledge regarding the dynamics that fol-
low after a mutual exchange of identity resources. If both
partners’ identity needs are satisfied, does the partnership
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lose its core purpose and consequently dissolve? Alterna-
tively, when do partners decide to continue investing in their
partnership? One suggestion may be that when initial de-
mands are satisfied, partners may still expect having to sat-
isfy identity needs in the future and thus engage in farsighted
behavior to continue the partnership.

Another aspect worth exploring is how multiple iden-
tity partnerships may interact. As outlined by Cooper et al.
(2021), identity partnerships may provide complementary
identity resources—could there conversely also be competi-
tion for the provision of the same or similar identity resources
for the newcomer? For example, one could imagine that
an integrator (with strong team identification) and a grem-
lin (with strong team disidentification) both build an identity
partnership with the newcomer. While both may seek to pro-
vide the newcomer with identity and acceptance cues, they
apparently may want to satisfy competing interests and needs
from the relationship. Which dynamics would follow such
competitive scenarios? Could they even lead to larger-scale
detrimental outcomes, such as endangering the overarching
team identity or igniting team conflict?

Additionally, research has largely focused on investigat-
ing identity work on individual identities. Yet, identity re-
searchers have theorized that individuals possess multiple
identities and that they relate to one another (Bataille &
Vough, 2020; Ramarajan, 2014). Hence, it needs to be stud-
ied how identity work on a single identity influences other
identities. Beyond that, could identity work alter multiple
identities at the same time? What could be the implications
of such processes, depending on the relationship between the
identities being changed?

From a practical perspective, this work highlights aspects
of newcomer adjustment relevant to both incoming new-
comer and socializing organization. First, newcomers could
monitor their identity needs more closely to help them more
effectively take steps toward satisfying them. Second, organi-
zations need to recognize that newcomer adjustment success,
and consequently job success factors important to the orga-
nization, critically depend on newcomer identity processes.
Raising awareness for the importance of newcomers’ iden-
tity needs could aid the organization in best meeting these
needs with fitting identity partnerships enabling newcomer
identity work. Thinking beyond, organizations could take
efforts to develop more structured approaches to managing
individual identities and embedding them into standardized
management processes. With the precise design and imple-
mentation yet to discuss, could there be a way toward an
integrated “Identity Management System”?

Finally, it remains to be stressed that the self-concept is
central to a wide array of fields not just in organizational re-
search, but also in psychology at large. Great strides have
been made at unveiling the various roles of the self-concept,
yet the quest for discovery has just begun. The sheer com-
plexity inherent in self-concept research will continue to chal-
lenge scholars in advancing theory toward solving a key puz-
zle: Understanding the Impact of Future Social Self-Concepts
on Newcomer Adjustment.
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Abstract

Over the last years, a wide spread of Machine Learning in increasingly more, especially sensitive areas like criminal justice or
healthcare has been observed. Popular cases of algorithmic bias illustrate the potential of Machine Learning to reproduce and
reinforce biases present in the analogous world and thus lead to discrimination. The realisation of this potential has led to
the creation of the research stream on fair, accountable and transparent Machine Learning. One aspect of this research field
is the development of fairness tools, algorithmic toolkits that aim to assist developers of Machine Learning in identifying and
eliminating bias in their models and thus ensuring fairness. The literature review on fairness tools has revealed a research
gap in the impact of these on the understanding of fairness and the processes within a development team. Thus, the aim
of this research was to investigate the impact that fairness tools can have on the notion of fairness and the processes in a
development team. Therefore, a case study with a development team of a large, globally operating corporation has been
conducted. Applying Kallinikos’ theory of technology as a regulative regime and Oudshoorn and Pinch’s idea of the co-
construction of users and technologies on the empirical findings revealed two important conclusions. Firstly, it shows that
fairness tools act as regulative regimes by shaping the understanding of fairness and the processes within a development
team. Secondly, this character of fairness tools as regulative regimes needs to be understood as part of the co-construction
process between the technology and the developer.

Keywords: Machine learning; Fairness; Fairness tools; Regulative regime of technology; Co-construction of user and
technology.

1. Introduction making has critical consequences (Saxena et al., 2019),
such as healthcare and recruitment processes, this topic
has gained momentum. It is argued that given this wide
spread and the areas in which these models are employed
(Srivastava, Heidari, & Krause, 2019), they can have an enor-
mous, negative impact on the life of many people (Holstein
& Vaughan, 2019).

This realisation of the negative potential of ML has cre-
ated the FAT ML research community which is concerned
with Fairness, Accountability, and Transparency in Machine
Learning (Gade, Geyik, Kenthapadi, Mithal, & Taly, 2019;
Pasquale, 2015). Research within this stream is mainly fo-
cused on advancing fair, explainable and accountable algo-
rithmic decision-making models (Adadi & Berrada, 2018).
One major theme within the literature on fair ML is the de-
velopment of fairness tools, which are algorithmic tools that
support developers in detecting and eliminating unfairness
in ML (Holstein & Vaughan, 2019).

»There’s software used across the country to predict fu-
ture criminals. And it’s biased against blacks.” (Mattu, Kirch-
ner, & Surya, 2016). This quote illustrates the potential in-
herent in Machine Learning (ML) to reproduce and rein-
force biases and thus create discrimination (Lepri, Oliver,
Letouzé, Pentland, & Vinck, 2018). Popular examples like
the COMPAS, a criminal recidivism algorithm that discrimi-
nated against black people (Saxena et al., 2019) or Amazon’s
recruiting algorithm that was biased against women show
the severe consequences that unfair Al can have (Holstein
& Vaughan, 2019).

Against the backdrop of these popular examples of al-
gorithmic bias, there have been growing concerns in both
academia and practice over the deployment of ML appli-
cations. Especially since the use of ML applications has
spread to increasingly more areas over the last years (Adadi
& Berrada, 2018), including to contexts in which decision-
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To date, the research on fairness tools has been mainly
driven by two theoretical lenses. The deterministic, technical-
rational perspective focuses on the technical functionalities
of the tools and assumes that they can be easily implemented
and will directly lead to more fairness in ML (Berk, Heidari,
Jabbari, Kearns, & Roth, 2021; Calmon, Wei, Vinzamuri, Ra-
mamurthy, & Varshney, 2017). Authors analysing fairness
tools from a contingent, socio-technical perspective, criticise
them for being too simplified and poorly suited to ensure
fairness and call for an increased focus on the broader so-
cial context of algorithmic systems (Binns, 2018; Holstein &
Vaughan, 2019).

One aspect that has been studied very little is the impact
that fairness tools can have on the developers that are inter-
acting with them and, an aspect that has been neglected so
far, on the processes within a development team. Some pa-
pers suggest that fairness tools impact the knowledge of de-
velopers on fairness and bias mitigation, however, this has
not been investigated empirically to date (Bellamy et al.,
2019; Yan, Gu, Lin, & Rzeszotarski, 2020).

In order to fill this research gap, a case study has been
conducted with a development team to evaluate the impact
that fairness tools have on the understanding of fairness of
the developers and the processes within the development
team. The aim of the paper is to answer the research question
“How can fairness tools impact the understanding of fairness
and the processes within a machine learning development
team?”.

The essay will be structured as follows. In the literature
review, current key debates and approaches to the topic will
be critically evaluated and juxtaposed. Following, the the-
oretical framework used for sense-making of the empirical
data and the methodology are outlined. In the next part,
the empirical findings from the data collection are presented.
The discussion embeds the findings in the context of the cur-
rent literature and presents the contributions of this study.
The conclusion synthesises the central aspects of this study
and identifies limitations of this work as well as possibilities
for future research.

2. Literature Review

2.1. Machine Learning and Algorithmic Bias

In order to embed the issue of fairness in ML in its context,
a short overview of ML and algorithmic bias will be provided
in the following.

ML can be described as one of the most important subsets
of Al (Rossi, 2018) that enables computers to learn some-
thing without being explicitly programmed to fulfil this spe-
cific task. It is the development of a mathematical model by
the use of training data (Zhang, 2020) with the aim to make
predictions and classifications (Binns, 2018). Algorithmic-
decision making processes supported by ML are frequently
described as potentially leading to fairer decisions because
they are able to prevent human bias (Lepri et al., 2018).
However, this has not proven correct.
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With the increasing spread of ML applications in sensitive
areas, the concern over the potential of these systems to re-
produce and reinforce existing biases (Chouldechova & Roth,
2020) has received a lot of attention (Holstein & Vaughan,
2019). During the learning process, ML models are likely
to adopt discriminatory correlations which means that these
patterns are transferred from the analogous to the digital
world (Binns, 2018). Given the nature of ML models, these
biases are scaled and reinforced when translated to the dig-
ital world (Garcia, 2016). Bias in ML can have a number of
different sources, such as the variables, the size of the train-
ing set or the decision to deploy an algorithmic system in a
certain context itself (Lepri et al., 2018).

2.2. Definition of Fairness

A significant amount of effort within the literature on fair
ML has been dedicated to the elaboration of a unified defini-
tion of fairness (Holstein & Vaughan, 2019). To date, there
exists a number of different fairness definitions, however, no
one is commonly accepted (Binns, 2018). It can be argued
that the reason for the different definitions of fairness lies
in the distinct theoretical lenses that are used (Lepri et al.,
2018). These approaches can be divided into two main the-
oretical lenses.

2.2.1. Reductionist Approaches

Authors representing the reductionist perspective focus
their work on the definition of fairness on mathematical con-
siderations. Fairness in ML is understood as a static concept
(Liu, Dean, Rolf, Simchowitz, & Hardt, 2018); and various
definitions of fairness are considered and compared with re-
gards to their limitations and shortcomings (Corbett-Davies,
Pierson, Feller, Goel, & Hug, 2017). However, these are lim-
ited to a theoretical, mathematical level.

All authors within the reductionist lens agree on the fact
that it is impossible to simultaneously satisfy all different fair-
ness definitions or requirements (Kleinberg, Mullainathan, &
Raghavan, 2017; Srivastava et al., 2019). On this basis, it
is attempted to reduce and simplify various definitions in or-
der to achieve a combined concept that satisfies as many re-
quirements as possible. This is done by calculating the trade-
offs between the individual definitions (Corbett-Davies et al.,
2017; Kleinberg et al., 2017) with the aim to minimise the
disadvantages (Chouldechova & Roth, 2020). This leads to a
high level of abstraction and simplification that is performed
by the authors.

Within this theoretical perspective, the importance of the
specific context in which fairness in ML should be applied for
the definition as well as other environmental and dynamic
factors are neglected. It is assumed that one definition of
fairness is applicable to all ML contexts (Agarwal, Beygelz-
imer, Dudik, Langford, & Wallach, 2018).

2.2.2. Contingent Approaches

Within this view, the authors share the assumption that
since ML decisions affect people’s lives, the definition of fair-
ness should match people’s perception of fairness (M. K. Lee
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& Baykal, 2017; Saxena et al., 2019; Srivastava et al., 2019).
This is underpinned by the idea that for fairness in ML to
have a positive impact, it needs to be informed by the com-
mon sense of justice (Srivastava et al., 2019). By conducting
empirical research, some authors discover that most people
perceive demographic parity as the most suitable fairness no-
tion (Srivastava et al., 2019), other authors find calibrated
fairness to be the one that represents layperson’s perception
in the best way (Saxena et al., 2019).

The underlying assumption of this perspective can be de-
scribed as inspired by the contingency theory. It is argued
that fairness is highly contingent (Srivastava et al., 2019)
and by investigating people’s perceptions of fairness, a bet-
ter understanding of the appropriateness of different defini-
tions depending on the context can be generated (Saxena et
al., 2019). Authors within this approach emphasise the im-
portance of moving beyond the attempts to mathematically
define fairness. Instead, they argue that it is imperative to
acknowledge the contingency of fairness and establish a pro-
cess of profoundly investigating the context in order to evalu-
ate the best suitable definition of fairness for a specific prob-
lem (Lepri et al., 2018). They frequently criticise that the
reductionist approaches to fairness don’t reflect the highly
context-specific reality of fairness in ML (M. S. A. Lee, Floridi,
& Singh, 2021) and that instead, fairness needs to be nego-
tiated every time according to the specific use case (Binns,
2018; Holstein & Vaughan, 2019).

The previous paragraphs have shown that the debate
around the definition of fairness is controversial. While
authors following a reductionist approach present fairness
as easy to define and reduce it to a mathematical notion,
authors within the contingent school of thought clearly ar-
gue for taking the context of the respective ML system into
account when defining fairness.

2.3. Fairness Tools

A major theme within the literature on fair ML is the de-
velopment of fairness tools. Against the backdrop of algo-
rithmic bias and the necessity to ensure fairness in ML, re-
searchers have developed these tools aimed at helping de-
velopers to detect and eliminate cases of bias in their models
(M. S. A. Lee & Singh, 2021). These tools are typically clas-
sified according to the stage in the development process in
which they can be deployed. They are typically divided into
pre-processing tools, which eliminate bias from the dataset
(Binns, 2018), in-processing tools that build fairness require-
ments directly into the algorithm (Calmon et al., 2017), and
post-processing tools that evaluate and adjust the perfor-
mance of a model after it has been developed (Berk et al.,
2021).

The last years have seen a surge in the development of
integrated toolkits in order to facilitate the implementation
in development teams (Holstein & Vaughan, 2019). Compa-
nies can purchase these toolkits and integrate them into their
processes. A commercial example is the Al 360 Toolkit that
has been developed by IBM (‘The AI 360 Toolkit’, IBM De-
veloper, 2021). Having reviewed and critically analysed the
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broad and interdisciplinary literature on fairness tools, two
main theoretical directions could be identified.

2.3.1. Deterministic, Technical-Rational View

Authors within the deterministic, technical-rational view
focus on the technical functionalities of the tools and as-
sume that they can be easily implemented and will automat-
ically lead to more fairness in ML (Berk et al., 2021; Feld-
man, Friedler, Moeller, Scheidegger, & Venkatasubramanian,
2015; Hajian, Bonchi, & Castillo, 2016). In their works, they
study the technical functionalities of fairness tools (Calders
& Verwer, 2010), the shortcomings of individual tools (Ha-
jian et al., 2016) and how tools can optimise the trade-off
between accuracy and fairness (Kamiran, Calders, & Pech-
enizkiy, 2010; Kearns, Neel, Roth, & Wu, 2019).

One identified limitation is that most tools are not able
to account for indirect discrimination that is introduced via
proxies that are correlated with sensitive attributes. There-
fore, they are not suitable to eliminate systemic discrimina-
tion (Berk et al., 2021). The shortcomings that are stud-
ied within this perspective are limited to technical disadvan-
tages, such as a loss of accuracy within a tool as compared to
another tool (Kamiran et al., 2010). Shortcomings in a wider,
socio-technical sense, such as implementation challenges, are
not addressed within this approach.

Another aspect studied within this approach is the
fairness-accuracy trade-off. It is widely acknowledged that
attempts to increase fairness in ML will always be a balance
between the performance of the model and fairness (Menon
& Williamson, 2018); there will be no technical solution
that is able to maximise both fairness and accuracy (Berk
et al.,, 2021). However, the deterministic approach does
not address the fact that in particularly sensitive contexts,
such as healthcare or criminal justice, this trade-off will need
to be considered under another light than in less sensitive
contexts. Instead, it is assumed that an optimised balance
between fairness and accuracy is applicable for every model
and every context (Chen, Johansson, & Sontag, 2018).

The assumption underpinning this approach is that fair-
ness tools are fixed objects that are implemented in a de-
velopment team and then automatically eliminate the bias
from ML models; regardless of the context, the perception
and understanding of fairness that is present in the devel-
opment team, and the general environment of the system.
By studying fairness tools from a deterministic lens, they are
abstracted from their implementation in real-world develop-
ment teams. The fairness definition underlying these ap-
proaches is a reductionist view. It is assumed that fairness
can be formalised independent of the context and then as-
sured through the use of a tool that can be implemented re-
gardless of the context. This means that one tool represents
a certain definition of fairness, but no guidance is provided
as to which tool should be applied in which context.

2.3.2. Contingent, Socio-Technical View
Within the contingent, socio-technical view, authors
study the implementability of fairness tools in practice and
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the interaction between tool and developer adopting a socio-
technical viewpoint. These works are partly located in the
realm of human-computer-interaction research.

A major critic within this approach is the focus of the
deterministic view on the technical development of fairness
toolkits and an evaluation based on the functional shortcom-
ings. Authors claim that the deterministic lens is narrowly
focused on mathematical models and aims at modifying com-
plex models without taking into account the human aspect of
the issue and how their solutions can be successfully trans-
lated into practice (Abdul, Vermeulen, Wang, Lim, & Kankan-
halli, 2018). Issues like the usability of these toolkits in com-
mercial contexts (M. S. A. Lee & Singh, 2021), the challenges
faced by practitioners when ensuring fairness in ML (Veale,
Van Kleek, & Binns, 2018) or a developer team’s general
challenges and needs evolving around fairness (Holstein &
Vaughan, 2019) are neglected in the field.

In the last years, some papers made an effort in bridging
these gaps and answering open questions. M. S. A. Lee and
Singh (2021) studied the gaps between the needs of practi-
tioners and the functionalities of fairness toolkits. These in-
clude the user-friendliness and the contextualisation of these
tools. The work from Richardson, Garcia-Gathright, Way,
Thom, and Cramer (2021) focusses on implementation bar-
riers of fair ML faced by practitioner teams and the effec-
tiveness of fairness toolkits. One of the barriers was de-
scribed as the lack of a contextualisation of a fairness def-
inition within the tools which hindered a successful imple-
mentation (Richardson et al., 2021). A study with ML prac-
titioners is conducted in the work of Holstein and Vaughan
(2019) in order to investigate their challenges and needs in
the work with fairness tools.

Adopting a contingent view on fairness in ML, authors
highlight that a socio-technical issue like fairness cannot be
tackled only with technological tools. Instead, the socio-
technical environment of ML systems and organisational pro-
cesses need to be studied in order to ensure fairness (Hol-
stein & Vaughan, 2019). The conclusion that is drawn by all
the authors investigating fairness tools in ML from a socio-
technical perspective is that there is a “disconnect” between
the real-world situation of ML teams and the literature (Hol-
stein & Vaughan, 2019; M. S. A. Lee & Singh, 2021; Veale et
al., 2018).

One example is the call for a more holistic approach.
Interviewees emphasise the importance of having a better
communication between different teams that develop a ML
model, such as data scientists and developers, and call for the
development of tools that facilitate this coordination (Hol-
stein & Vaughan, 2019). Another challenge expressed by
practitioners is the amount of time that is required to moni-
tor the fairness of the ML models and to work with the tools.
The lack of sufficient time and human resources constitutes
a major challenge in ensuring fairness (Holstein & Vaughan,
2019). Apart from the lack of time, the lack of knowledge in
fairness compared to tools that require high-level expertise
knowledge is identified as a challenge (M. S. A. Lee & Singh,
2021). Researchers also identify the scepticism toward a
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full automation of fairness processes due to quantifying chal-
lenges of fairness as a major disconnect between practice and
academia. While the literature proposes a full automation
with the support of fairness tools, interviewees voice con-
cerns over this elimination of a human element (Holstein &
Vaughan, 2019).

A smaller research strand within the papers that investi-
gate fairness tools through a contingent, socio-technical lens
is focused on the way that the use of fairness tools impacts
the fairness understanding of developers that interact with
them. While there are many papers that study the perception
of fairness of lay people or users of the systems, very few stud-
ies focus on developers (Woodruff, Fox, Rousso-Schindler, &
Warshaw, 2018).

Yan et al. (2020) examine the way tools enable develop-
ers to understand the sources of bias in datasets and draw
meaningful conclusions. The specific toolkit used in the pa-
per enables the developers to assess the fairness of the ML
model and also leads them to reflect about systemic biases
inherent in the system. The way the practitioners use the
tool to explore different explanations and improve their un-
derstanding of fairness is analysed by using the sensemaking
theory. The authors conclude that through interaction, fair-
ness tools have the potential to support developers in their
“sensemaking process” of assessing fair ML (Yan et al., 2020).

The work from Bellamy et al. (2019) explore how the
specific toolkit AI Fairness 360 impacts the understanding of
fairness of developers. The authors conclude that the toolkit
shapes the knowledge of the users in terms of fairness, de-
tection of unfairness and mitigation of bias (Bellamy et al.,
2019).

2.4. Research Question

The literature review has revealed a research gap on the
impact that fairness tools have on the understanding of fair-
ness and the processes within a development team. Specifi-
cally, to the best of my knowledge, this aspect has not been
investigated empirically to date. Given the potential con-
sequences it might have for the implementation of fairness
tools, it is imperative to understand the impact they can have
when used in a development team. Therefore, this disserta-
tion aims to answer the research question “How can fairness
tools impact the understanding of fairness and the processes
within a machine learning development team?”. In order to
answer this research question, a case study has been con-
ducted. The theoretical framework used to analyse the find-
ings of this case study as well as the details of this case study
and the methodology used will be elaborated in the following
parts.

3. Theoretical Framework

During the sense-making process of the empirical find-
ings, two theories have been deployed in order to distil the
full meaning of the data.

The first theory is Kallinikos‘ idea of the “regulative
regime of technology”. He states that technology can be
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considered a “distinctive regulative regime” that forms the
operations within a company in important ways and there-
fore influences social practice. Technology is described as
an objectified system consisting of processes and forces that
have an impact on tasks carried out in the environment it is
implemented into. One aspect of that impact is the forming
of perceptions, professional rules and routines. It is impor-
tant to note that regulation in this sense is not defined as a
rigid, constraining force, but rather used in a broader sense
(Kallinikos, 2009, 2010).

The second theory that has been used is the theory of
the co-construction of users and technologies by Oudshoorn
and Pinch. The theory can be understood as an augmenta-
tion of the social construction of technological systems theory
(SCOT). In the co-construction theory the main idea is that
with their creative capacity, users shape technology in impor-
tant ways throughout the whole development and implemen-
tation process. It examines the ways users impact technol-
ogy by using, altering, resisting and reconfiguring it, and the
ways technology impacts users by transforming and defining
them (Oudshoorn & Pinch, 2003).

4. Research Design and Methodology

4.1. Case Study Method and Case Selection

In order to answer the research question and to create a
fit between the research question and the data collection, I
have decided to conduct a qualitative data collection. The
objective of the data collection was to understand the impact
of fairness tools on the understanding of fairness and on the
processes within the development team. The purpose was to
generate hypotheses about the interaction between develop-
ers and fairness tools in ML development teams as well as
on their definition of fairness. Therefore, a qualitative data
collection was the most suitable method for answering my
research question.'

The specific research method that has been chosen is a
single case study. Since the research question aimed at ex-
plaining the impact of fairness tools on development teams,
a case study was the most suitable research method (Ben-
basat, Goldstein, & Mead, 1987). The role that fairness tools
play and the impact they have needed to be understood in
depth in order to answer the research question. Conducting
a case study allowed me to obtain a “holistic and real-world
perspective”, which was needed to address the previously
identified research gap. The case study as a data collection
method matched the research question because of its focus
on explaining the how and its focus on contemporary events
(Yin, 1994). Furthermore, since the phenomenon that was to
be studied is highly complex, it was not possible to remove it
from its context and study it separately (Gerring, 2004).

The unit of analysis of the case study was the ML devel-
opment team of a large, globally operating company. Due to

ITaken from 2021, “How can development teams effectively use fairness
tools in order to ensure fairness in Machine Learning?”, Research Proposal
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legal reasons, it has been agreed with the interviewees that
the name of the company will not be revealed in this work.
The company is a multinational technology company that is
headquartered in the U.S. and operates in approximately 170
countries. The development team that was used for the case
study is embedded in the branch of the company that de-
velops, sells and implements Al tools, solutions and applica-
tions. The team consults its clients with the aim to ensure a
successful adoption of Al and an ethical, responsible use of
the technology.

The tool that is being used by the development team is a
fairness toolkit that integrates features for explainability and
fairness. It aims at giving the developer a comprehensive
view of the model and to evaluate the biases inherent in it.
Therefore, it examines the data and retraces how the model
reached a decision, and on basis of that evaluates whether
the model is biased or not. If the tool finds that the model is
biased, it alerts the developer, who can then decide how to
proceed with this information. The tool also indicates ways
to alter the model in order to eliminate the bias; these in-
clude protecting sensitive features in the training data so that
these features will not be taken into account for the decision-
making.

The specific development team has been selected as a unit
of analysis for various reasons. Firstly, the operational range
spans the whole development cycle of ML. This means that
the team develops the models, selects the training data and
trains the algorithm before selling it to their customers. Sec-
ondly, the team uses a fairness toolkit on a daily basis since
many years. This enabled me to investigate and understand
the impact that this toolkit has on the team. Since an open-
source version of the toolkit is available online, I was able
to study the tool itself in greater detail which prepared me
for the interviews and enabled me to understand the details
of the functionality. Lastly, the company has agreed to grant
access to developers for interviews. Considering the high sen-
sitivity of the topic and legal requirements from corporates,
this proved to be difficult to find. Many development teams
have been contacted for this case study; however, many de-
clined a cooperation for different reasons. Some claimed not
to experience any fairness issues in their Al applications, oth-
ers are aware of the topic but do not employ any specific fair-
ness tools. Others, as mentioned before, use fairness tools
but were not able to disclose any information due to com-
pany guidelines.

4.2. Data Collection Strategy

The case study consisted of six semi-structured, in-depth
interviews that have been conducted with members from the
development team. The selection of interviewees was made
based on availability, tenure and position within the team. It
was important for this research to achieve diversity among
the interviewees in terms of tenure and position since these
factors probably influence the experience of working with the
fairness tool. Given the limited timeframe of this study and
the current size of the team, it was not feasible to interview
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more developers. The aim of the interviews was to under-
stand how different team members view the role and the im-
pact of the fairness toolkit on their work and on their under-
standing of fairness.?

The interviews were conducted over Zoom and each
lasted approximately 35-45 minutes. The interview guide-
line included questions on the interviewees’ understanding
of fairness, their experience of working with the tool and
how the tool impacts their understanding of fairness and the
processes within the team. The participants were informed
about the research beforehand with an information sheet
and gave their consent to the interview being recorded. Af-
ter the interviews, they were fully transcribed by using the
interview recordings.

Apart from the interviews, an analysis of documents
detailing the fairness toolkit and its functionality was con-
ducted.

With the aim to cross-validate certain findings, an addi-
tional interview has been conducted with an employee from
a company that develops and sells fairness toolkits. This in-
terview enabled me to receive a second perspective to some
points mentioned in the interviews with the developers and
contextualise them. This interview was also conducted via
Zoom and was fully transcribed afterwards.

One of the advantages of interviews in this case is that
they are suited for exploring perspectives, which was one of
the aims for the data collection. Conducting interviews al-
lowed the collection of relevant and focused data. One major
weakness is that the interviewees might not be able to an-
swer all the questions or that given the artificial setting, the
answers don’t always reflect the reality. This challenge was
sought to be addressed with the diversity among the inter-
viewees in terms of position and experience within the team.

4.3. Data Analysis Strategy

According to the qualitative data collection, the data has
been analysed through a thematic analysis as proposed by
Attride-Stirling (2001). In the first step, a coding framework
was developed based on the literature review and the re-
search question, and also on salient issues from within the
data. Using this coding framework, the text has then been
divided into separate sections (Attride-Stirling, 2001). These
sections have then been read and analysed to identify com-
mon themes across the different interviews (Fereday & Muir-
Cochrane, 2006). These themes have then been rearranged
into a network of themes and clustered into basic themes, or-
ganising themes and global themes. In a next step, these the-
matic networks have then been further explored to detect the
“underlying patterns”. Consequently, the main themes within
the networks have been summarised and interpreted with re-
gard to the research question (Attride-Stirling, 2001). The
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thematic analysis has helped answering the research ques-
tion by identifying the most important and salient aspects of
the collected data and enabled me to interpret them. >

5. Findings

After having evaluated the interviews through a thematic
analysis, three main themes emerged: Definition of Fairness,
Limitations and Implementation Challenges of Fairness Tools,
and the Impact of Fairness Tools. In the following, the find-
ings corresponding to the themes will be presented.

5.1. Definition of Fairness

All the respondents agree on the difficulty of defining fair-
ness in ML and struggle to pin the different notions they are
aware of down to one unequivocable definition. They fre-
quently equate it to the concepts of equal opportunity and
equal outcome or associate it with transparency, explainabil-
ity and accountability. All of the interviewees mention the
importance of defining fairness differently for separate stake-
holder groups.

One respondent also acknowledges that the working def-
inition of fairness that is used in the industry will most likely
differ from the one agreed on in academia.

“From how we work in the industry, is we have
a what we call an enterprise design thinking ap-
proach for data and Al, where we look at the per-
sonas and user groups for that specific Al solution.”

A ML solution will then be judged in terms of its fairness
by evaluating whether it is fair to all the different users and
personas that use the system. This evaluation is conducted
by ethics experts in order to then assess whether a solution
is fair or not. The result of this evaluation process can then
be considered as the definition of fairness.

The interviewees also emphasise that fairness needs to be
defined every time depending on the context and the specific
use case. In some cases, a certain form of bias might be ac-
ceptable or even wanted, which requires developers to define
bias and fairness individually for every model. Therefore, as
mentioned by the interviewees, the choice of the appropriate
fairness definition for a specific context is not made by the
fairness tool, but by the developers that then configure the
tool accordingly.

It is also highlighted that the importance does not lie
in choosing a particular concept of fairness, but in properly
defining, understanding and operationalising one notion in-
tentionally and transparently. For every use case, it is im-
perative to reveal the model of fairness that underpins the
development of the model.

3Taken from 2021, “How can development teams effectively use fairness
tools in order to ensure fairness in Machine Learning?”, Research Proposal
for MY401 Course, LSE
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5.2. Limitations and Implementation Challenges of Fairness
Tools

One major theme present in the interviews are the limi-
tations and implementation challenges evolving around the
use of fairness tools. These can be clustered into the three
sub-themes Holistic Approach, Accuracy Trade-Offs, and Im-
plementation Challenges.

5.2.1. Holistic Approach

Interviewees emphasise the importance of having a holis-
tic approach when talking about fairness in ML. Instead of
only focussing on the part of the development team that is
concerned with the building of the model, it is fundamen-
tal to take into account the whole process of development,
which includes the ML team as well as other teams that share
responsibility for the development. Given the dependencies
that frequently exist between various different processes, the
necessity arises to monitor the whole development process
to detect “opportunities for debiasing” and also weak points
that can render the fairness efforts useless.

One interviewee highlighted in particular the importance
of ensuring a tight connection between the business and the
development area. Since the business problems that are to be
solved with a ML solution and the requirements for the ML
model itself are created within the business team and then
transferred to the development team, it is imperative to in-
volve the business department in the fairness efforts. This
strong connection between business and development is de-
scribed as success-defining, however, it is often not enabled
by the use of fairness tools, as reported by interviewees.

5.2.2. Accuracy Trade-Offs

In terms of accuracy and the overall performance of a
model that might be reduced when fairness tools are applied
on it, all of the interviewees reject the idea of always priori-
tising one of the two parameters and highlight the need to
consider the respective context. The process of developing a
model always involves a “tweaking” of the individual param-
eters to achieve the desired performance and accuracy rate.
The factors that guide, or should guide, this process are in-
dustry standards, the company and the corporate culture as
well as the nature of the ML solution that shall be deployed,
such as the objective and the data that is available.

It became evident during the interviews that the difficulty
hereby mainly lies in the lack of a clear definition of the terms
fairness and accuracy.

“What is accurate then? Is it your historical data
that is accurate? Or any assumption on how the
future should look like? The golden standard that
you have created artificially? Is that accurate?”

This quote clearly illustrates this challenge in labelling a
model as fair or accurate. The respondent concludes that a
fairness tool is not able to deal with this problematic. Instead,
best practices, design methods and an ethics board need to
be implemented in order to evaluate the specific context and
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decide which factors should be prioritised over others. This
means that the decision of the trade-off is not left to the tool,
but negotiated beforehand and then the tool is configured
accordingly.

One of the respondents highlights the importance of mov-
ing beyond the dichotomy of accuracy and fairness. When
bias is detected in a model, and it is decided to remove this
bias, this has to be done regardless of the accuracy, since an
unfair model is not accurate either.

“There is this habit of some people in the field to be-
come very focussed on improving this one number,
sometimes accuracy, and then they become tunnel-
visioned on that. I don’t think that is a very good
way to develop models, fairness-aside”.

This quote illustrates that the formulation of a fairness-
accuracy trade-off can be obsolete since accuracy is not the
best and only indicator for a good model and if fairness shall
be added to the set of requirements of a model, it should be
treated equal to the other requirements, such as accuracy.

5.2.3. Implementation Challenges

During the interviews, various challenges to the imple-
mentation of fairness tools in everyday work practices have
been stated. One of them is the lack of time in development
that can be dedicated to fairness efforts. This is exacerbated
by the fact that in many cases, when a tool indicates that
a model is biased, further data needs to be collected in or-
der to eliminate the bias from the model. This lack of time
presents a hurdle for development teams in the implementa-
tion of fairness tools. This can be described as a fairness-cost
trade-off, cost in that sense meaning both money and time
and it advantages big companies compared to smaller com-
panies which typically have less resources at their disposal.

Another major challenge is the lack of skilled talent. Prop-
erly understanding the tools and their functionality requires
high-level math skills which are, according to the intervie-
wees, not always represented in a development team. This is
connected with the issues that companies who are about to
develop a ML model often experience difficulties in finding
developers and data scientists. Once they have the necessary
resources, they want to start developing their model imme-
diately without taking fairness into account. Also the fact
that some toolkits are aligned with a traditional waterfall-
development process makes it hard to implement them in to-
day’s iterative and agile development environments.

5.3. Impact of Fairness Tools

The theme impact of fairness tools consists of the three
sub-themes Understanding of Fairness, Processes and Prac-
tices, and Fairness Automation.

5.3.1. Understanding of Fairness

The respondents state that the use of fairness tools im-
pacts and shapes the understanding of fairness within a de-
velopment team. The use of a certain tool shows the team
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what is fair by indicating certain models as biased and others
not.

“Yeah, it contributes [to the understanding of fair-
ness J, because it just visibly shows how the data is
biased. And sometimes we do not even recognise
as human beings that our data that we have (..) is
biased.”

The interviewees explain how, by making visible the hid-
den bias in the data, the model contributes to a change in the
understanding of fairness because of its functionality. One
respondent states that sometimes, the results of the fairness
tools are surprising because the development team did not
expect any bias to occur in the respective model. If the model
then indicates an instance of unfairness, it shows to the de-
velopers that their assessment was not correct and adds to
their definition and understanding of which models are fair
and which are not. Thus, the interviewees agree on the fact
that the technology contributes to the awareness of fairness
among the people who are working with it.

5.3.2. Processes and Practices

Apart from shaping the understanding of fairness, tools
deployed in development teams to ensure the fairness of ML
also limit the scope of actions of developers and the possibil-
ities in their work, as reported by the interviewees. By giving
an alert when the model seems to be biased or behaves in an
unwanted way, the model gives the human the sign to pause
the development process and take one step back to evaluate
and, if needed, correct the bias. By giving the developers this
insight, the tool enables the team to engage in a discussion
and pivot the approach. This means that the developer needs
to evaluate the bias instance evaluated by the model and, if
it is found to be a bias that should be eliminated, take action
to ensure the fairness of the model. Thus, the interviewees
view the tool as limiting their possibilities of work — however
not in a negative sense, but rather understood as additional
support.

One respondent draws an analogy between fairness tools
and compliance guidelines within a company. Given that su-
pervising and controlling nature of fairness tools, some in-
terviewees describe these as regulating the ML development
process within a team.

“If you are (...) introducing a fairness tool, then
at one point, the people or the data scientist is not
able to do it, like he did before. And then of course,
it’s something like a regulation point.”

The fairness tool does not automatically change the devel-
opment process or force actions to be taken, it rather makes
the development team reflect about the model and decide
whether the biases indicated by the tool shall be eliminated
or not. This means that the fairness tool does not solve the
bias issue automatically and independently, but requires the
interaction from the developer side.
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Interviewees also report that the usage of a tool impacts
the development process by introducing additional check-
points. They create a certain structure around the develop-
ment and testing process and introduce new steps to it, so
that the development process will be different than it was
before the implementation of the tool.

5.3.3. Fairness Automation

The interviewees agree on the fact that fairness tools
should not automatically eliminate bias in the future, in-
stead of alerting a human to then make a decision. Some
state that, given the sensitive and highly contingent context
of ML systems, the process of eliminating bias will and should
not be automated in the future. Therefore, human oversight
will always be needed to make sense of the results given by a
fairness tool. Others claim that the tools are still in a nascent
state of development which is why they are currently not
able to perform actions automatically. They agree on the
importance of augmenting the regulative impact of fairness
tools with human controls. It is emphasised that a fairness
tool should not be used as a standalone indication of bias,
but rather in addition to human judgement.

In contrast, one employee of a company which develops
and sells fairness tools has been interviewed in order to cross-
validate the findings and he emphasises that the tools are
planned to automatically conduct the process of bias elimi-
nation in the future and thus replace the human element in
the loop.

6. Discussion

In the following, it will be reflected on the empirical re-
sults, connecting them to the findings from the literature re-
view and the research question on how fairness tools can im-
pact the understanding of fairness and the processes within a
machine learning development team. Consequently, the con-
tributions to research and implications for practice will be
presented.

6.1. Reductionist and Contingent Approaches to Fairness

The findings from the interviews show the impossibility of
pinning fairness down to one single definition and that fair-
ness needs to be treated as a contingent, context-specific con-
cept. This finding falls in line with the idea of contingent ap-
proaches to fairness (Holstein & Vaughan, 2019; M. S. A. Lee
et al., 2021; Srivastava et al., 2019). Similar to these ideas,
the findings reject the idea of following a reductionist ap-
proach to fairness. Instead of attempting to analyse the trade-
offs between several definitions of fairness and combine them
into one simplified notion (Corbett-Davies et al., 2017; Klein-
berg et al., 2017), the findings support the idea of defin-
ing fairness according to the specific use case and context.
Conclusively, the empirical findings support the contingent
lens on the definition of fairness and reject reductionist ap-
proaches.
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6.2. Rejection of Deterministic / Technical-Rational Ap-
proaches to Fairness Tools

Analysing the empirical findings, it can be noted that they
align with the socio-technical, contingent perspective, reject-
ing the deterministic view on fairness tools. Instead of view-
ing these tools as fixed solutions that can be implemented
easily and directly lead to fairness, the interview results con-
firm the challenges encountered when implementing them
and the complexity involved in the interaction between de-
veloper and tool.

The implementation challenges mentioned in the litera-
ture have been mostly confirmed by the empirical findings,
namely the lack of time in development teams that can be
dedicated to fairness efforts, the lack of human resources
and skilled talent and the difficulties in collecting additional
data Holstein and Vaughan (2019). One additional challenge
that has not been mentioned in the literature to the best of
my knowledge is the misfit between fairness toolkits that are
sometimes designed for a waterfall development process and
today’s agile, iterative processes.

These implementation challenges described by the inter-
viewees serve as a support to the claim made in the contin-
gent approach that tools need to take into account the socio-
technical environment of the ML model in order to be suc-
cessfully implemented. It also shows that the claim from the
deterministic perspective that tools do not face any difficul-
ties when being implemented in a team (Berk et al., 2021,
Hajian et al., 2016) does not hold true.

In general, the empirical findings emphasise the impor-
tance of considering the context of ML systems. Examples are
the trade-off between accuracy and fairness which needs to
be negotiated according to the respective context, as well as
the holistic approach that is requested in order to consider the
whole development context of a system. This falls in line with
the socio-technical approaches in the literature (Holstein &
Vaughan, 2019; M. S. A. Lee & Singh, 2021) which argue that
fairness toolkits are too focused on the technical aspects and
are neglecting the context of the respective systems.

6.3. Fairness Tools as Regulative Regimes

Concerning the impact that fairness tools have in develop-
ment teams, the empirical findings reveal that fairness tools
impact and shape the understanding of fairness within a team
in important ways. In this sense, the technology of fairness
tools contributes to both the awareness and the understand-
ing of fairness by indicating the developers instances of un-
fairness. Fairness tools can also impact the processes within
a team by creating a structure around the development and
testing process and introducing new steps and checkpoints.
What makes these findings significant is that they can be seen
as an enactment of Kallinikos’ theory on technology as a reg-
ulative regime (Kallinikos, 2009).

By alerting biased decisions made by an algorithm and
thus indicating the developer to modify the model to elimi-
nate this bias, the tool clearly shows the developer instances
of bias and thus shapes their understanding of fairness. The
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output of the technology determines the next steps for the
developers and therefore forms the way they define and un-
derstand fairness. By limiting the scope of actions for devel-
opers, the tools regulate the development process and enable
the team to engage in a discussion and pivot their approach.
Thus, the technology of fairness tools can be understood as
a “regulating practice” that shapes the operations and de-
velopment processes within a team and governs the social
practice by raising the awareness for fairness and shaping its
understanding (Kallinikos, 2010). In future investigations, it
would have to be investigated in a comparative study how the
implementation of different tools in one development team
impacts the understanding of fairness.

The application of Kallinikos’ theory on the impact of fair-
ness tools can be regarded as an augmentation to the current,
limited research on the impact of fairness tools on the under-
standing of fairness of developers. The empirical findings
confirm the ideas present in the literature on how fairness
tools enable developers to better understand unfairness and
fairness and shape their knowledge in terms of bias mitiga-
tion (Bellamy et al., 2019; Yan et al., 2020). The sensemak-
ing theory used in the existing literature cannot be confirmed
since the methodological setting used in this study did not
allow for a close observation of sensemaking loops that are
supported by fairness tools. Thus, the analysis of the impact
of fairness tools through the lens of Kallinikos’ theory reveals
the regulating impact these tools have on developers inter-
acting with them.

Another aspect of the role that fairness tools play in devel-
opment teams is the degree of automation and independence
of these tools. Here, the empirical findings reflect the results
from the literature review. While the interviewee who works
in a company that develops fairness tools emphasises that
these tools will function automatically in the future, without
including a human in the loop, the interviewees are more
concerned about a full automation. Given the sensitive and
context-dependent area, they highlight the importance of hu-
man control, and this scepticism is also reflected in the litera-
ture (Holstein & Vaughan, 2019). This raises questions about
the future role of fairness tools in development teams and
their desired degree of independence and automation. This
will need to be investigated in more detail in future research.

6.4. Co-Construction of Developers and Fairness Tools

The empirical findings have revealed that, apart from the
fairness tool impacting the understanding of fairness of the
developer and the processes within the team, the tools are
also shaped by the choices made by the developers. This
becomes evident at the choices developers make about the
definition of fairness and desired fairness-accuracy trade-offs
depending on the context. Instead of the tool having these
choices already pre-programmed, the developers shape them
by making choices and configuring the tools accordingly. This
rejects the deterministic view on fairness tools that assumes
that choices around fairness, such as the definition of fair-
ness and fairness-accuracy trade-offs can be simplified and
built into a fairness tool.
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Applying Oudshoorn and Pinch’s theory on the co-
construction of users and technologies, this process of mu-
tual shaping between developer and fairness tool can be
understood as a process of co-construction. The character
of fairness tools as regulative regimes can then be viewed
as an embedded part of this process. By acting as a regula-
tive regime and shaping the understanding of fairness and
development processes, the fairness tools transform and in-
fluence the developers. Simultaneously, developers shape
fairness tools by making choices and configuring the tools
accordingly.

This finding also supports the socio-technical perspective
and challenges the deterministic perspective on fairness tools
because it confirms that tools cannot be simply implemented
into a development team and expected to yield in more
fairness. Fairness tools are no fixed objects that function
independently from the development team and the socio-
technical environment. Instead, they are actively shaped
by the developers through choices and then configured ac-
cordingly; and the developers and development processes
are also shaped and influenced by the fairness tools. Rather
than focussing on the technical functionalities and short-
comings of fairness tools, this process of mutual shaping, of
co-construction between user and technology, needs to be
brought into focus.

6.5. Contributions to Theory and Implications for Practice

These findings contribute to the existing literature by ex-
plaining the impact of tools on the understanding of fairness
with the use of the theory on regulative regimes which chal-
lenges the deterministic, technical-rational view on fairness
tools which assumes that choices on fairness are built into
a tool that then directly eliminates bias in ML and leads to
fairness. Simultaneously, it supports the contingent, socio-
technical perspective by showing the importance of the con-
text and environment of ML systems.

Furthermore, the findings contribute to the understand-
ing of the interaction between developer and fairness tool by
describing the mutual shaping of developer and fairness tool
as a co-construction process, of which the regulative charac-
ter of fairness tools can be understood as one part.

The empirical findings also entail important implications
for the practice of development teams. Having analysed how
developers construct fairness tools and vice versa, develop-
ment teams should make an increased effort to educate all
members of the team on fairness in ML. Since the choices,
both conscious and subconscious, taken by developers, influ-
ence the functionality of fairness tools, they should under-
stand for instance what consequences different definitions of
fairness have and how accuracy and fairness can be traded
off against each other, depending on the context. Apart from
that, companies that implement fairness tools in their teams
should be aware of this co-construction process and actively
shape it. The findings also show that companies cannot sim-
ply implement fairness tools and expect them to eliminate
algorithmic bias from their models. Instead, they need to ac-
tively construct the functionality of the tool.
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For companies that develop and sell fairness toolkits, the
findings signify that they should educate their clients in more
detail about the impact of fairness tools and how they are co-
constructed and influenced by the choices made by develop-
ers.

7. Conclusion

The aim of this research was to investigate the impact that
fairness tools can have on developers and on the processes
within a development team.

The literature review has revealed the tensions between
the deterministic, technical-rational and the socio-technical,
contingent approach to fairness tools. It has been analysed
that the existing, but very limited literature on the impact of
fairness tools argues that fairness tools impact the knowledge
of developers on fairness tools. The empirical findings from
the case study conducted with the ML development team has
confirmed this and revealed the extent of this impact. The
application of Kallinikos’ theory on the regulative regime of
technology brought to light the character of fairness tools as
regulative regimes in development teams.

The empirical findings on the impact of fairness tools on
developers, against the backdrop of the current literature,
led to a novel understanding of the relation between devel-
oper and tool. The use of Oudshoorn and Pinch’s theory en-
abled an understanding of the interaction between the de-
veloper and the technology, the fairness tool, as a process of
co-construction in which both elements shape and construct
the other.

With these two main conclusions, the research question
can be answered as follows. By shaping the understanding of
fairness and the processes within a development team, fair-
ness tools act as a regulative force. This process of regulating
has to be understood in the wider context of a co-construction
process between the technology, in this case the fairness tool,
and the user, who is the ML developer in this case.

These findings contribute to the limited literature on the
impact of fairness tools by confirming and extending the im-
pact of tools on the knowledge of developers and offering a
theoretical framework to analyse the impact of this technol-
ogy. It also adds to the contingent, socio-technical perspec-
tive on fairness tools by highlighting the importance of the
context for the functionality of the tools. Lastly, it challenges
the deterministic perspective present in the current literature
by showing how the impact of fairness tools is not determined
by their technical characteristics, but by the way they are con-
structed through conscious choices of the developers.

7.1. Limitations & Further Studies

Although this research contributes to both research and
practice in significant ways, it also exhibits important limita-
tions.

Firstly, it is imperative to note that the limited scope of
this work constrains it to the most relevant and significant
findings that answer the research question. In future work,
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the impact of fairness tools on developers and the concrete
processes of co-construction will have to be studied further
and in more detail.

Another limitation is the possibly constrained eagerness
of the respondents to talk openly in the interviews. Given the
high sensitivity of the topic, it is possible that certain thoughts
have not been expressed freely. This could be overcome in
future works by the conduction of an anonymised study, like
it is also used by Binns (2018).

Regarding the general reliability of the data, it can also be
noted that through an observation of the development team
over a longer period of time, richer data could have been col-
lected concerning the interaction with the tool. Due to the
COVID-19 Pandemic, the majority of employees is currently
still working from home, which is why this has not been pos-
sible and should be conducted in future works on the topic.
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Abstract

A lengthy discussion about the digitization and modernization of the German healthcare system is followed by the obligation
for health insurance companies to introduce electronic patient records (ePA). This regulation faces resistance from Germany’s
highest data protection authority (BfDI). On the basis of relevant commentary literature and considering the arguments put
forward by the stakeholders this study examines, whether the criticism of the authority is justified and whether a violation of
the GDPR could lie in the implementation of the ePA. As a result of the study, no such violation can be determined. Especially
the conditions for the effectiveness of consent to data processing are given. The introduction of the German ePA will take
place in two stages, with the second stage including improvements regarding data protection. Thus, the result of the work
can also be applied ,a maiore ad minus‘ to the second stage which is planned for 2022. It remains unclear whether the data
protection authority (BfDI) will take further legal measures. This study affects also other research topics, such as the "right to
data processing” or the role of German data protection authorities in legislative processes.

Zusammenfassung

Einer langwierigen Diskussion um die Digitalisierung und Modernisierung des deutschen Gesundheitssystems folgt 2021 die
Verpflichtung der gesetzlichen Krankenkassen zur Einfithrung der elektronischen Patientenakte (ePA). Diese Regelung stof3t
bei Deutschlands oberster Datenschutzbehdrde (BfDI) auf Widerstand. Anhand einschlégiger Kommentarliteratur und unter
Beriicksichtigung der durch die Interessenvertreter vorgebrachten Argumente untersucht diese Arbeit, ob die Kritik der Be-
horde begriindet ist und ob ein Verstof3 gegen die DSGVO mit der Einfithrung der ePA vorliegen konnte. Im Ergebnis lasst
sich ein solcher Versto nicht feststellen. Insbesondere liegen die grundsatzlichen Anforderungen an die Wirksamkeit einer
Einwilligung in die Datenverarbeitung vor. Die Einfiihrung der ePA erfolgt in zwei Ausbaustufen, wobei die zweite Stufe da-
tenschutzrechtlich relevante Verbesserungen beinhaltet. Daher gilt das Ergebnis der Arbeit ,,a maiore ad minus®“ auch fiir die
2022 geplante zweite Ausbaustufe. Offen bleibt, ob die Datenschutzbehoérde (BfDI) weitere rechtliche Manahmen ergreifen
wird. Die Untersuchung beriihrt weitere Forschungsthemen, wie beispielsweise das ,Recht auf Datenverarbeitung” oder die
Rolle der Datenschutzbehorden in Gesetzgebungsverfahren.

Keywords: Elektronische Patientenakte; ePA; DSGVO; Datenschutz; Telematikinfrastruktur.

1. Einleitung

1.1. Problemstellung, Erkenntnisinteresse und Forschungs-
frage

Unter dem Begriff der Telematikinfrastruktur (TI) wer-

den verschiedene Projekte und Reformen in Gesundheitswe-
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