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Environmental uncertainty:
the side object of perception

Maria del Valle Santos Alvarez* & Maria Teresa Garcia Merino**

abstract

This research was aimed at gaining a deeper insight into perception linked to environmental uncertainty and the strategic significan-
ce of perceptual diversity. Factors intervening in perception were characterised. It is specifically shown that an individual’s cognitive
limitations and their beliefs’ affective influence gave rise to cognitive bias distorting individual perception. This model was applied to
both management (perceived uncertainty) and outside observers (objective uncertainty) perceiving environmental uncertainty. The
idiosyncratic nature of perceiving uncertainty and the interrelationships between various individuals’ perception was thus considered
(stress—management and outside observers). The significance of the heterogeneity of perception of managers working at a single
company was analysed and compared to that of those working in different companies. It was found that inter-company perception of
diversity enabled selective access to competitive advantages. Diversity of perception at intra-company level enhanced assessment
of the background of strategy management and reduced organisational coordination.

Key words: strategic uncertainty, cognitive bias, perception, diversity.

resumen

La incertidumbre ambiental: el oscuro objeto de la percepcidn

El objetivo de esta investigacion es profundizar en el proceso de percepcion de la incertidumbre ambiental y la trascendencia es-
tratégica de diversidad perceptual. Con ese propdsito se caracterizan los factores que intervienen en el proceso de percepcion.
En concreto se reconoce que las limitaciones cognitivas del individuo y la influencia afectiva de sus creencias dan lugar a sesgos
cognitivos que deforman la percepcion individual. Este modelo se aplica a la percepcion de la incertidumbre ambiental tanto para
directivos —incertidumbre percibida— como para observadores externos —incertidumbre objetiva—. Se reconoce asi el caracter idio-
sincrdsico de la percepcion de incertidumbre y las interrelaciones que se producen entre los procesos de percepcion de los distintos
individuos considerados —directivos y observadores externos—. Con este punto se partida se analiza la trascendencia de la hetero-
geneidad de percepciones tanto entre directivos de una misma empresa como entre los directivos de distintas empresas. Se com-
prueba entonces que es la diversidad de percepciones entre-empresas la que permite el acceso selectivo a ventajas competitivas.
En el nivel intra-empresa la diversidad de percepciones enriquece la valoracion de los antecedentes del proceso estratégico a la vez
que reduce la coordinacion organizativa.

Palabras clave: incertidumbre estratégica, sesgos cognitivos, percepcion, diversidad.

résumeé

L'incertitude environnementale : cet obscur objet de perception

L'objectif de cette recherche est d’explorer le processus de perception de I'incertitude environnementale et la transcendance stra-
tégique de diversité perceptuelle. A cet effet, les facteurs qui interviennent dans le processus de perception sont caractérisés. Il est
concréetement reconnu que les limites cognitives de I'individu et I'influence affective de ses croyances donnent lieu a des dérives
cognitives qui déforment la perception individuelle. Ce modéle s'applique a la perception de I'incertitude environnementale pour
les cadres — incertitude pergue — comme pour les observateurs externes — incertitude objective —. De cette fagon, on reconnait le
caractere idiosyncrasique de la perception de I'incertitude et les interrelations qui se produisent entre les processus de perception
des différents individus considérés — cadres et observateurs externes —. Dés lors, la transcendance de I'hétérogénéité des per-
ceptions est analysée entre les cadres d’'une méme entreprise tout comme entre les cadres d'entreprises différentes. Il est alors
démontré que la diversité de perceptions entre entreprises permet I'acces sélectif a des avantages concurrentiels. Dans le niveau
intra entreprise la diversité de perceptions enrichit la valorisation des antécédents du processus stratégique tout en réduisant la
coordination organisationnelle.

Mots clé: incertitude stratégique, dérives cognitives, perception, diversité.

resumo

Aincerteza ambiental: o escuro objeto da percepgéo

0 objetivo desta pesquisa é se aprofundar no processo de percepgdo da incerteza ambiental e a transcendéncia estratégica de
diversidade perceptual. Com esse propésito caracterizam-se os fatores que intervém no processo de percepgdo. Em concreto
reconhece-se que as limitagdes cognitivas do individuo e a influéncia afetiva de suas crengas déo lugar a distorgBes cognitivos
que deformam a percepgéo individual. Este modelo se aplica a percepgdo da incerteza ambiental tanto para diretores —incerteza
percebida— como para observadores externos —incerteza objetiva—. Reconhece-se assim o carater idiossincrasico da percepgéo de
incerteza e as inter-relagdes que se produzem entre os processos de percepgdo dos distintos individuos considerados —diretores
e observadores externos—. Com este ponto de partida analisa-se a transcendéncia da heterogeneidade de percepgdes tanto entre
diretores de uma mesma empresa como entre os diretores de distintas empresas. Comprova-se entdo que é a diversidade de per-
cepgdes entre empresas a que permite 0 acesso seletivo a vantagens competitivas. No nivel intra-empresa a diversidade de percep-
¢bes enriquece a valoragdo dos antecedentes do processo estratégico ao mesmo tempo que reduz a coordenagao organizativa.

Palavras—chave: incerteza estratégica, distorgbes cognitivas, percepgao, diversidade.
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|.— Introduction

Research into companies’ strategic management has
adopted a rational-mechanical perspective and a de-
terministic approach. Strategic management research
has thus paid insufficient attention to differences in in-
dividual perceptions in important stakeholder groups.
This has meant that analysing strategic processes’ bac-
kground has been centred on a more or less objective
representation of factors such as uncertainty, dyna-
mism or complexity. Some researchers had already
warned of the need to take individuals’ perception of
the environment into account rather than objective
reality when analysing strategic formulation (Weick,
1979). However, sufficient attention has only been gi-
ven to these proposals with the advent of the cogni-
tive approach, with management perception (being
idiosyncratic in each case) becoming the focal point
for research into strategic company planning. Whereas
conventional approaches have assumed that all mana-
gers think and perceive alike (Stubbart, 1989), mo-
dern-day interpretation of individual perception has
revealed that a single reality may lead each manager
to draw his/her own image, which may in turn form
the basis for their decision-making. This fresh outlook
brings a new element to the fore: diversity.

Research has also highlighted the significance of envi-
ronmental uncertainty when designing and formulating
company strategy. Uncertainty refers to management’s
difficulty in predicting environmental or organisatio-
nal variables which may have an impact on a com-
pany, particularly strategic choices (Miller, 1993). In
other words, uncertainty reflects management’s lack
of information when anticipating future competiti-
ve conditions. A company’s close links to other eco-
nomic actors safeguarding its access to resources and
the instability inherent in such relationships bears out
the significance of environmental uncertainty in any
company’s strategic management. Researchers have
thus addressed different aspects of uncertainty: its im-
pact on strategic formulation and subsequent imple-
mentation, how it is perceived by management and,
mainly, the lack of agreement between management
perception (perceived uncertainty) and uncertainty
as viewed by outside observers and construed using
archival measurement (objective uncertainty). The
measurements used for determining perceived and ob-
jective uncertainty and the cognitive bias inherent in
perception are the main reason behind such discre-
pancy (Boyd et al., 1993). What has not been taken
into account, however, is that objective uncertainty
also emerges as a result of individual perception and,
consequently, involves an element of subjectivity. This
paper has used the term “outside observers” to refer to
researchers, experts, analysts or other individuals who

(having knowledge of or having analysed the econo-
mic and business environment) are not directly invol-
ved in company management.

This research explored perception of uncertainty in
detail with a twofold aim in mind: highlighting exis-
ting differences between management perception and
that of outside observers while stressing the caution
required when using the term “objective uncertain-
ty” and analysing the heterogeneity of perceptions
among the various individuals involved in competiti-
ve dynamics, together with the strategic significance
of such diversity.

Il.- An individual perception model

Perception is defined as being, “an inner feeling ari-
sing from a material impression made on our senses,”
“the act or fact of perceiving,” or put another way,
“receiving external images, impressions or sensations
through one of our senses.” Information does not the-
refore reach the receiver in a pure form, but rather
through the filter of perception. However, human sys-
tems are not perfect and are subject to bias (so-called
cognitive bias). Such cognitive bias may be viewed as
shortcuts enabling us to cope with difficulties in such
information, whether as a result of receiving too much
or too little information concerning many decisions
which need to be taken. They therefore entail inco-
rrect hypotheses or inferences (Forbes, 2005). We may
thus state that perception provides a more or less im-
perfect view of reality (Mezias and Starbuck, 2003).
Such is the case that different individuals’ perception
may vary significantly when faced with the same event.
This leads us to what is termed, “perceptual relativity”
(Bourgeois, 1985).

Perception distances itself from reality for two rea-
sons (Santos and Garcia, 2000): the cognitive com-
plexity facing individuals when confronted by the
reality surrounding them and the beliefs predisposing
them to approximate objective reality to preconceived
ideas (Figure 1). In the former case it is the decision-
makers’ cognitive limitations (Simon, 1957; Cyert and
March, 1963) that put them in a position of inferiori-
ty vis-a-vis the business world’s cognitive complexity.
Moreover, individuals tend to be straightforward in
their search for explanations in cause-effect relations-
hips (Downey and Brief, 1986). Thus, individuals opt
to simplify when receiving complex stimuli, causing
perception to be inaccurate and lapse into cogniti-
ve bias. The system of individual beliefs filters indi-
vidual perception in the second instance (Schwenk,
1984; Tikkannen et al., 2005). These beliefs therefore
predispose an individual to distort her/his perception
in one direction or another when questioned about



FIGURE-1: Perception model
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certain issues on which preconceived beliefs are held.
For instance, it has been found that some managers
will interpret certain events as opportunities whereas
others will view them as threats (Kuvaas and Kauf-
man, 2004: 254; Lant et al., 1992). It should also be
pointed out that interactions may occur between cog-
nitive complexity and affective influence. It can thus
be concluded that individual perception does not ac-
curately reflect reality, but may encompass three ty-
pes of bias:

L. Simplification bias (SB): bias arising from the sim-
plification required by the complexity of objective
reality;

2. Affective influence bias (AIB): bias stemming from
the affective influence emerging from individual

belief; and

3. Interaction bias (IB): bias springing from the inte-
raction between the complexity of objective reality
and affective influence.

Nevertheless, the various types of bias do not appear
in all perception processes, nor does all bias reach the
same level of intensity. Quite the opposite is true sin-
ce the “strength of the situation” moderates the de-
gree to which a receiver’s personality has an impact on
perception (Waller et al., 1995; Entrialgo et al., 2001).
The force of the situation basically refers to the clarity
of the stimulus (Fiske and Taylor, 1991), such that the
clearer the stimulus, the less important the receiver’s
personal interpretation. Depending on the strength
of the situation, a distinction may be drawn between
“weak nature” and “strong nature” situations; in the for-
mer, the lack of clarity in the stimulus gives rise to qui-
te different perceptions among different subjects. By
contrast, intense situations are characterised by a clea-
rer definition of the stimulus leaving less room for an
individual receiver’s personal appraisal (Sutcliffe and
Huber, 1998). The strength of the situation thus mi-

tigates the link between the stimulus and the appea-
rance of bias, weak situations being more likely to be
susceptible to cognitive bias.

lll.- Perceiving environmental uncertainty

Uncertainty refers to a sense of doubt arising from po-
tentially unpredictable variation (Priem et al., 2002).
Change does not produce uncertainty but rather chan-
ges which are difficult to predict (Milliken, 1987). In
the world of company management, environmental
uncertainty refers to the doubts managers experience
when faced with the difficulty of foreseeing future com-
petitive conditions (McMullen and Shepherd, 2006).
Three kinds of uncertainty may be distinguished (Mi-
lliken, 1987): state uncertainty (difficulty knowing in
which direction the environment may change), uncer-
tainty of effect (difficulty assessing the possible im-
pact of these changes on a particular company) and
response uncertainty (difficulty knowing which type
of response may prove successful). Uncertainty is also
regarded as the result of combining two features: the
complexity inherent in the external factors surroun-
ding business activity and the variation these factors
may undergo (Duncan, 1972).

It is also worth noting that uncertainty shows two si-
des in the literature: uncertainty as a perceptual phe-
nomenon (referring to the uncertainty perceived by
managers making business decisions) and the uncer-
tainty describing the business environment (linked to
experts or analysts’ assessment on the basis of certain
indicators). The latter kind of uncertainty is often re-
ferred to as “objective uncertainty” as these indicators
are fashioned on quantitative variables through statis-
tical procedures which may be easily generalised (Dess
and Beard, 1984). These two sides of uncertainty are
therefore founded on the basis of the complexity and
variability of the external conditions surrounding bu-
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siness activity, but from quite different perspectives.
Perceived uncertainty refers to a manager’s direct eva-
luation (insiders’ perceived uncertainty) whereas ob-
jective uncertainty is based on an external observer’s
assessment regarding difficulties faced by management
when anticipating future competitive conditions (out-
siders’ perceived uncertainty).

Having analysed the essence of uncertainty, it is clear
that a weak nature concept is being dealt with as it does
not appear in a totally clear and distinct manner. This
means that individual perception has a determining
effect on its evaluation. Different individuals from the
same competitive environment will thus experience a
different sense of doubt (i.e. identify differing levels of
uncertainty) (Lipshitz and Strauss, 1997: 150). It can
thus be said that uncertainty is subjective, as has been
recognised for some decades now (Duncan, 1972; Mi-
lliken, 1987 and 1990) not only from the management
perspective but also in a broader sense. Whoever may
be assessing uncertainty (manager or outside obser-
ver), their interpretation will have a decisive impact
on the ultimate evaluation.

1ll.1.- Insiders’ perceived uncertainty

Following on from the model of perception presented
in the previous section, environmental uncertainty
is now assessed from the manager or company deci-
sion-maker’s standpoint. When assessing uncertain-
ty, managers choose a simplification or approximation

procedure while at the same time remaining subject to
the affective influence of their beliefs (Figure-2). The sim-
plification procedure involves determining the sources
of information and indicators used by managers as a
reference point for knowing the degree of uncertain-
ty in the surrounding competitive environment. This
includes all the activities related to “environmental
scanning” (i.e. those activities aimed at acquiring, in-
terpreting and using such information) (Choo, 2001;
Garg et al., 2003) which will aid them in the task of
managing (strategic process design and decision-ma-
king). Managers may engage in several types of “en-
vironmental scanning” activities, ranging from the
most formal procedures and standard sources of infor-
mation to the most informal procedures and the most
casual and opportunist sources of information. This
process is specific to each manager, in that it depends
on their cognitive scheme (i.e. experience, background
or training) (Fiske and Taylor, 1991; Greve and Taylor,
2000). However, it is not only a manager’s personal fac-
tors which intervene but organisational context-linked
factors too. It has been seen that company managers
adopting differing strategic approaches focus on diffe-
ring aspects of the environment and thus make diffe-

rent appraisals of uncertainty (Daft et al., 1988; Kumar
and Strandholm, 2002).

As regards the affective influence exerted by beliefs,
these derive from various determinants which may be
grouped into two categories: those linked to individuals
and those emerging from their surroundings. The for-




FIGURE 2. The management perception process.
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mer refers to an individual’s preconceived ideas, over-
confidence, or the illusion of control (Schwenk, 1986;
Huff and Schwenk, 1990 and Hodgkinson et al., 1999).
It has been concluded that when faced with the same
level of information regarding the environment, cer-
tain managers will perceive certainty whereas others,
even within the same company, will feel that they are
immersed in an uncertain environment. Likewise, be-
liefs are also linked to factors emerging from a mana-
gement context, such as the company’s previous results
(Khatri and D’Netto, 1997) and other individuals’ opi-
nions. Some research has pointed to the fact that ma-
nagers from successful companies are more confident
and display a greater feeling of control over the envi-
ronment than managers from companies performing
poorly (Starbuck, 1985; Milliken, 1990 and Milliken
and Lant, 1991). In other words, company success
leads managers to perceive that an uncertain environ-
ment is in fact predictable (Koberg and Ungson, 1987;
Milliken and Lant, 1991; Khatri and D’Netto, 1997).

Speaking of the opinions of others refers to companies’
stakeholders, other managers in the sector and even
analysts and experts. Regarding the former, it should
be pointed out that a socialisation emerges throughout
a company’s history resulting from the interaction of
those involved, producing converging interpretations
amongst the various individuals (Sutcliffe and Huber,
1998; Michel and Hambrick, 1992; Wiersema and Ban-
tel, 1992: 112; Kilduff et al., 2000). Company stakehol-
ders’ perceptions and opinions vis-a-vis environmental
uncertainty have thus had an impact on management
perception. Management within a single industry will
tend to formulate a series of shared beliefs (industry

recipes) (Spender, 1989; Grinyer and Spender, 1979;
Johnson and Hoopes, 2003; Dimaggio and Powell,
1983; Porac, et al., 1989), the result of accessing the
same sources of information and messages distributed
in the media. These beliefs also constitute one deter-
minant of affective influence on management percep-
tion in that they direct managers’ assessment as far
as environmental uncertainty is concerned. Manage-
ment beliefs are also affected by the opinions of outsi-
de analysts in the media. It has specifically been found
that journalists’ appraisals of certain issues and factors
concerning the competitive environment have a deci-
sive influence on how management perceives such fac-

tors (Ebrahimi, 2000: 75; Hayward et al., 2004).

1ll.2.- Outsiders’ perceived uncertainty

Uncertainty will now be explored from a viewpoint re-
moved from that of the manager, namely that offered
by outside observers (researchers, experts or analysts);
uncertainty has been used up to this point as a varia-
ble for describing the environment, applying certain
easily-generalised quantitative indicators. A variable
such as the volatility of some representative parame-
ter within the sector has been used or some indica-
tor has been formulated based on a combination of
measurements of complexity (heterogeneity) and dy-
namism (variability). Nevertheless, such evaluation of
uncertainty has also been founded on an individual’s
perception and is also likely to be subject to bias. Fo-
llowing the previously proposed model of perception,
simplification and affective influence provide the
foundation for the process. An outside observer (like
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FIGURE 3. The perception process of outside observers.
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any other individual) will thus opt for simplification as
a solution to the cognitive complexity inherent in the
concept of uncertainty. Designing and developing the
variables used and the choice of information sources
from which the data is drawn reflect the simplification
adopted by an individual. Affective influence is linked
to an individual’s personal beliefs (preconceived ideas,
overconfidence or illusion of control) and features
from the surrounding environment (shared beliefs
among sector management and expert opinion). As
was the case with insiders’ perceived uncertainty, an
outside observer’s perception therefore harbours bias
derived from both simplification and affective influen-
ce. The link between them will also give rise to inte-
raction bias (Figure 3).

1l.3.— The relationship between insiders’ and
outsiders’ perceived uncertainty

A look at the perception of uncertainty by the various
subjects considered provides an idea of how little they
concur. It is worth noting that only the influence of
industry recipes and opinions published in the media
had an impact on both subjects. Research has broadly
reflected the distance separating management percep-
tion from outsiders’ perceived uncertainty (Downey,
Hellriefel and Slocum, 1975; Tosi et al., 1973; Sawyerr,
1993; Boyd and Fulk, 1996:3; Boyd et al., 1993; Doty et
al., 2006) and has outlined the various arguments vin-
dicating such discrepancy. Arguments accounting for
these discrepancies are linked to using differing mea-
surements, the existence of filter variables between
objective measurements and perception measurements

(Boyd et al., 1993) and the environment’s differing size
for managers and experts (Doty et al., 20006).

However, research has overlooked the existing link
between the two processes of perception. As has been
seen with management perception, analysts or experts’
assessment becomes a determinant of affective influen-
ce for managers from the moment that assessment
appears in the media. It should also be remembered
that experts’ evaluation is usually aimed at analysing
or preparing reports for publication. One might also
think, however, that management opinion could have
an impact on expert perception as an element of affec-
tive influence. It should be borne in mind that sec-
tors encompass a wide range of companies and that an
individual manager’s opinion goes largely unnoticed,;
only a few opinions from the most eminent managers
appear in the media. It may therefore be assumed that
management opinion scarcely intervenes in analysts’
perception and that only when managers’ opinions
give rise to industry recipes do we see that these opi-
nions have any affective influence on experts.

IV.— The strategic significance of diversity in
perceiving uncertainty

The range of factors intervening in individual percep-
tion leads to specific and individual opinions being
held by each person. This forces us to consider diversi-
ty of perception as a key factor in analysis. This raises
two questions: What are the main elements affecting
such diversity? What is the strategic significance of di-
versity? A distinction can be drawn between two levels



of analysis: company management (intra-company le-
vel) and management in the sector or industry (inter-
company level). The difference between management
perception and that of experts is only significant in
strategic terms in that it highlights that expert eva-
luation is merely one element of affective influence on
management perception.

The diversity of perceptions found between managers
in the same company only arises from each individual’s
personal characteristics, i.e. their cognitive scheme
(and, therefore, their process of simplification) and
their own personal beliefs (their affective influence).
These elements denote the difference between indivi-
duals as they are led to adopt a particular view of the
environment (Bunderson and Sutcliffe, 1995; Sutcliffe
and Huber, 1998) — in this case environmental uncer-
tainty. The remaining elements intervening in mana-
gement perception (company strategy, organisational
conditions, internal socialisation, industry recipes and
expert opinion) exert a similar influence on managers,
favouring agreement in perceiving uncertainty. Intra-
company diversity of perception affects strategic ma-
nagement, particularly during the formulation stage.
Diversity reflects multiple viewpoints when assessing
the background to a strategic approach (Knight et al.,
1999; Kilduff et al., 2000) thus aiding consideration of
potential competitive threats (Bourgeois, 1985). Howe-
ver, it undermines organisational coordination (Priem,
1990; Kallermanns et al., 2005). Therefore, while mul-
tiple viewpoints may strengthen strategic formulation,
a move should be made towards strategic consensus
to ensure unified formulation of company strategy.
Strategic consensus refers to the agreement between
company decision-makers as to priorities and strate-
gic goals (Ambrosini and Bowman, 2003; Markdczy,
2001; Floyd and Wooldridge, 1992: 28). The level of
consensus required by strategic formulation is most
likely to be achieved by environmental scanning (Dess
and Origer, 1987, West and Schwenk, 1996; Knight
et al.,, 1999: 446). Should certain agreement be rea-
ched regarding perceived uncertainty and the latter
be considered too high or linked to strategic aspects,
further scanning will be undertaken to enhance avai-

INNOVAR

lable knowledge and provide a solid base on which to
ground strategic formulation (Choo, 2001; Murphy,
1987; Daft et al., 1988; Kefalas and Schoderbek, 1973;
Sawyerr, 1993). The existence of uncertainty is neces-
sary but not in itself sufficient to justify scanning, since
management must also feel that uncertainty is linked
to a company’s strategic aspects (Pfeffer and Salan-
cik, 1978; Daft et al., 1988; Ebrahimi, 2000). Howe-
ver, it should also be remembered that consensus in
management perception vis-a-vis uncertainty does not
guarantee that this perception reflects reality. Proving
whether management evaluation is coherent with rea-
lity may be an extremely difficult task, given the weak
nature of the concept of uncertainty. Each individual’s
knowledge of the factors making up the environment
together with any possible variation will determine
management assessment of the level of environmen-
tal uncertainty. Should managers perceive greater
uncertainty than may be warranted by external cir-
cumstances, they will unnecessarily waste resources on
scanning. By contrast, should managers feel over-con-
fident, the company’s capacity to adapt quickly to any
changes which may emerge in the competitive envi-
ronment will no doubt be impaired (Bourgeois, 1985;

Bukszar, 1999).

Regarding inter-company diversity, individual simpli-
fication and affective influence linked to each mana-
ger in all the companies making up a particular sector
make for the overall diversity of perceptions prevailing
in the industry. Affective influence emerging from in-
dustry recipes, together with the messages appearing
in the media, have a uniform effect on management
in the sector leading to concurring evaluations. Such
like-mindedness regarding the level of strategic uncer-
tainty consolidates industry recipes and leads to coo-
peration agreements amongst companies involved in
the sector (alliances, coordination in strategic move-
ments or a collective act) (Abrahamson and Fombrun,
1992; Hirsch, 1975; Merchant and Schendel, 2000;
Pehrsson, 2006). By contrast, convergence of percep-
tions may prove hazardous if it blinds the industry to
significant competitive threats (Zajac and Bazerman,
1991). Thus, moving away from convergence, and as
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diverging perceptions begin to emerge, the possibility
of reaching cooperation agreements among companies
becomes lessened. Such discrepancy may give rise to
differences in the expectations linked to various stra-
tegic alternatives (Barney, 1986), meaning that com-
panies may adopt differing strategies (Starbuck, 1986;
Bourgeois, 1985) and, therefore, some companies may
reap extraordinary profits. If perceptions within a sec-
tor or sub-population concur, no company will be at an
advantage through perceiving better than any other
(Barney, 1986; Sutcliffe and Huber, 1998).

Divergence of inter-company opinions may provide
some companies with a competitive edge arising from
the information advantage gained from knowledge of
the environment (Barney, 1986: 1238). It has often
been pointed out analysing the environment offers
little chance to gain any competitive advantage since
the methods used by the various companies for gathe-
ring information are very similar. Thus, using the me-
dia as a reference point for gathering information on
the environment yields no informative advantage in
that it is equally accessible to all companies alike. It
may therefore be concluded that access to informative
advantages is linked to using certain approximations
and simplification removed from the usual procedu-
res and interpretation of available information.

Discussion and conclusions

Environmental uncertainty reflects the sense of do-
ubt experienced by managers when facing the pro-
blem of predicting future competitive conditions. For
decades the concept of environmental uncertainty
has drawn the attention of researchers who have par-
ticularly focused on how it affects corporate strate-
gy. The relationships companies maintain with other
economic actors to ensure access to resources and the
prevailing instability in such relationships accounts
for the significance of environmental uncertain-
ty in corporate strategy. The impact of uncertainty
in strategic processes does not come about imperso-
nally, nor does it emerge from complex dependence
relationships, but rather through management per-
ception. This has led to abundant research addres-
sing management perception of uncertainty, research
which has highlighted this variable’s subjective na-
ture. Uncertainty has also been used as a variable to
describe the environment, applying certain easily-ge-
neralised quantitative indicators. Despite this kind of
uncertainty being described as objective, it should be
remembered that it also derives from perception de-
veloped by an outside observer (whether a researcher,
expert or analyst). It may therefore be concluded that
in both cases evaluation of uncertainty depends on

individual perception which aims to mirror the diffi-
culties individuals face when anticipating future con-
ditions in a business environment.

However, human perception is by no means flawless
due to certain bias and distortions and merely provi-
des an approximate reflection of the reality prompting
it. Such distortion falls into two groups: simplifica-
tion arising from individuals’ cognitive limitations
and the affective influence emerging from a variety
of factors ranging from personal beliefs to the opi-
nions of others. Perception may thus be viewed as be-
ing flawed and specific for each individual to such an
extent that the diversity of perception emerges as the
focal point for any research addressing perceiving en-
vironmental uncertainty.

The existing literature has merely served to highlight
the lack of any apparent convergence between ma-
nagement perception and outsiders’ perceived uncer-
tainty. However, formulating the proposed perception
model allowed us to go further as it enabled us to ac-
count for discrepancies in individual perception and
served to underline interrelationships in individuals’
(inside and outside observers) perception.

Competitive dynamics concern the diversity of intra-
company and inter-company perception. Intra-com-
pany diversity of perception enriches evaluating the
background for a company adopting a particular stra-
tegy yet hinders the strategic consensus required when
formulating strategy. Diversity of inter-company per-
ceptions allows selective access to competitive advan-
tages while handicapping cross-company agreements
and cooperation.

Certain implications for future research and managers
should be highlighted. From the research standpoint,
the study has reflected the need to explore perception
in greater detail when analysing uncertainty’s impact
on corporate strategy. The work also pointed to the
interest in recognising the diversity of perception as a
key element from which to explore the strategic signi-
ficance of uncertainty for competitive dynamics. From
a managers’ viewpoint, the study may enlighten ma-
nagers as to which elements influence their perception
of environmental uncertainty and, particularly, alert
them as to which of these elements may guide their
perception in line with that of other managers, both
within their own company and the competitive sector
they operate in.
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