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1. Title: Empirical inquiry without hypotheses: A question-driven, phenomenon-based approach to strategic management research
Authors: Melissa E. Graebner, Anne Marie Knott, Marvin B. Lieberman, Will Mitchell
Abstract: Many advances in strategic management have resulted from the application of formal deductive methods, based on tests of specific hypotheses derived from theory. Nonetheless, numerous important research topics involve phenomena that are novel and/or causally complex and so resist basic hypothetico-deductive logic. As a result, many of the most important findings in strategy research have come from open-ended studies of relevant phenomena. The special issue of the SMJ on “Question-Driven and Phenomenon-Based Empirical Strategy Research” presents innovative ideas for question-driven research and expands the toolkit of research approaches. In this introduction we describe the twelve articles in the special issue, focusing on how they contribute to continued development of the question-driven approach to research in strategic management.
2. Title: Entry diversion: Deterrence by diverting submarket entry
Authors: Bilgehan Uzunca, Bruno Cassiman
Abstract: Going back to Bain (1956), strategy scholars have long recognized the importance of deterring entry for sustaining incumbents' profits in an industry. We introduce a new mechanism, entry diversion, to better understand the empirical phenomenon of persistent firm entry in spite of investments in entry deterrence by incumbents in some industries. Entry diversion happens when preemptive strategic investments by incumbents decrease the expected future profits from a target submarket such that entrants choose to enter another submarket within the same industry. Empirical evidence from the global semiconductor manufacturing industry suggests that incumbents expand their capacities beyond demand growth, and that these investments effectively divert entry into other submarkets. Greenfield entrants are more responsive to entry diversion than incumbents.
3. Title: The firm as an architect of polycentric governance: Building open institutional infrastructure in emerging markets
Authors: Aline Gatignon, Laurence Capron
Abstract: We apply pattern-matching techniques to contrast qualitative case study data with perspectives from strategic management and institutional economics about how a firm can address voids in market-based institutions. We identify a novel approach whereby the firm builds an open institutional infrastructure (OII) by investing in a pool of resources widely accessible beyond its exchange partners. To collectively govern OII, the firm must empower other actors within multilateral cross-sector partnerships, and it must enforce the resulting rules through relational norms based on alignment between public and private value creation. These findings, achieved by adapting Elinor Ostrom's principles of polycentric governance to corporate actors who take the lead in building OII, advance our understanding of new organizational forms that transcend the traditional boundaries of firms and markets.
4. Title: The entrepreneurial process: Evidence from a nationally representative survey
Authors: Victor M. Bennett, Aaron K. Chatterji
Abstract: Scholars have traditionally characterized the variation in firm performance as determined by conditions after entry, where the entry decision is a one-shot binary choice determined by cost–benefit analysis. However, recent theoretical work has posited that the entry decision is an outcome of a learning process and that the information acquired during the pre-entry period shapes subsequent performance dynamics. We provide the first systematic data on the pre-entry period using a nationally representative survey. We document the activities that prospective entrants undertake, finding variation according to opportunity costs, prior experience, and confidence levels. Our results suggest the pre-entry period is shaped by a series of choices by prospective entrants as they contemplate entry, further exploration, or ending the entrepreneurial process.
5. Title: The risk of being ranked: Investor response to marginal inclusion on the 100 Best Corporate Citizens list
Authors: Ben W. Lewis, W. Chad Carlos
Abstract: Despite the proliferation of lists and rankings that recognize firms for superior performance, empirical studies have been limited in their ability to causally evaluate how inclusion for the marginal firm influences shareholder value. We address this limitation by examining how investors responded to firms that were barely included or excluded from the 100 Best Corporate Citizens list. Contrary to prevailing theoretical expectations, our findings indicate that marginal firms that were included in the ranking experienced negative abnormal returns compared to marginal firms that were excluded. We discuss the theoretical implications of these findings and how they inspire future research questions for scholarship on rankings and status. We also discuss implications for managers that question whether and when being ranked results in financial benefits or liabilities.
6. Title: Entrepreneurial teams' acquisition of talent: Evidence from technology manufacturing industries using a two-sided approach
Authors: Florence Honoré, Martin Ganco
Abstract: One of the established findings in the spinout literature is that founders with prior industry experience assemble larger entrepreneurial teams and create better-performing startups. We examine the role of prior industry experience in the startups' next stage—its hiring of new employees. We tackle two empirical challenges—the mutual aspect of hiring and the effect of unobserved variables on employees' earnings using a two-sided matching model. Our results reveal that even firms founded by entrepreneurs without industry experience can attract new employees with such experience if the founders start with a large entrepreneurial team. Further, startups provide new hires with an earnings premium for their industry experience. Our approach illustrates the benefits of matching models over traditional regressions.
7. Title: The performance effects of creative imitation on original products: Evidence from lab and field experiments
Authors: Liangyan Wang, Brian Wu, Cornelia Pechmann, Yitong Wang
Abstract: A market entrant often challenges the incumbent using creative imitation: The entrant creatively combines imitated aspects of the original with its own innovative characteristics to create a distinct offering. Using lab and field experiments to examine creative imitation in China, we find the effects of creative imitations on the originals depend on the creative imitation's quality. We explore the underlying mechanisms, and show that including a low-quality creative imitation in the retail choice set increases satisfaction with and choice of the original, while a moderate-quality creative imitation does the opposite. Moreover, creative imitation affects consumers' satisfaction with the original by influencing whether their experience with the original verifies their expectations. Our paper reveals creative imitation effects to help incumbent firms effectively address them.
8. Title: What is a pivot? Explaining when and how entrepreneurial firms decide to make strategic change and pivot
Authors: Jacqueline Kirtley, Siobhan O'Mahony
Abstract: Most theories of strategic change focus on how large, established firms recognize or fail to recognize the need for strategic change. Little research examines how early-stage entrepreneurs decide when and how to change their strategies. With a longitudinal field study of seven entrepreneurial firms developing innovations in energy and cleantech, we examined 93 strategic decisions at risk for change. We found that decision-makers chose to change their strategies only after new information conflicted with or expanded their beliefs. Furthermore, a pivot, or strategic reorientation, was not achieved with a single decision, but by incrementally exiting or adding strategy elements over time, accumulating into a pivot. We contribute a grounded definition of what constitutes a pivot and explain when and how entrepreneurial firms pivot.
9. Title: Are U.S. firms becoming more short-term oriented? Evidence of shifting firm time horizons from implied discount rates, 1980–2013
Authors: Rachelle C. Sampson, Yuan Shi
Abstract: We provide evidence that investors in U.S. public markets are increasingly discounting firms' expected future cash flows during 1980–2013. This trend is shown not only on average across firms, but also within firms over time after alternative explanations are accounted for. To corroborate a link with firm time horizons, we estimate the relationship between an implied discount rate (“IDR”) and factors relevant to firm long-term strategy. We find that IDR is correlated in expected ways with firm investments, management incentives, financial health, ownership, and external pressures—measures that have been argued to correlate with firm time horizons. This article represents one of the first attempts to document market-wide evidence of shortening firm time horizons. These changing horizons bear important implications for firm strategy.
10. Title: Changing the channel: Digitization and the rise of “middle tail” strategies
Authors: Mary J. Benner, Joel Waldfogel
Abstract: Prior research has studied whether digitization shifts demand away from mass-appeal blockbusters toward a “long tail” of existing products. We extend this work by studying whether digitization influences the products created. Using unique data on movies, we examine whether the reduced costs of production and new digital distribution channels spur producers to create products aimed at smaller audiences. We employ a flexible, transparent, and largely graphical empirical approach to document changes unfolding with digitization. We find growth in both intended blockbuster and long tail products, but also, the rise of a “middle tail,” movies distributed via digital channels, with budgets suggesting commercial intent but well below the averages for theatrical distribution. The new middle tail is largely due to newcomers rather than major incumbents.
11. Title: Bad bets: Nonlinear incentives, risk, and performance
Authors: Rui J. P. de Figueiredo Jr., Evan Rawley, Orie Shelef
Abstract: This article examines the consequences of incentive slope and shape on performance and risk-taking. It focuses on how slope—incentive intensity—influences risk-taking, and how shape—nonlinearity—influences performance. We use quasi-random variation in the context of the hedge-fund industry to separate slope and shape effects. Our results demonstrate that shape has large and important effects on performance, and that slope affects risk-taking. The evidence suggests that poor performance in the industry is often due to bad bets—excessive risk-taking that reduces performance—taken in response to nonlinear incentives. The findings suggest that, although nonlinear incentives are widely used, they can, under certain circumstances, predictably produce pernicious effects on organizational performance.
12. Title: Whom should a leader imitate? Using rivalry-based imitation to manage strategic risk in changing environments
Authors: Dmitry Sharapov, Jan-Michael Ross
Abstract: We study the performance implications of dynamic environments for a leader's rivalry-based imitation efforts in a setting with multiple rivals. We disentangle competitive interactions from environmental changes to show that a leader's simple rules to either imitate the closest rival in terms of attributes (her neighbor) or the closest rival in terms of rank (her challenger) can help to maintain the performance gap to her competitors. Using a computational model and an empirical test, we find that environmental changes alter the trade-offs between imitation accuracy and the responsiveness to threats from distant rivals. Consequently, when environmental changes are infrequent and minor, neighbor imitation is more effective in maintaining the lead, whereas challenger imitation prevails as environmental changes become more frequent and substantial.
13. Title: The effects of strategy and institutions on value creation and appropriation in firms: A longitudinal study of three telecom companies
Authors: Philipp Kern, Howard Gospel
Abstract: Strategic management has come to pay more attention to value creation and appropriation (VCA) among the firm's stakeholders, including customers, capital owners, and employees. Existing research has conceptualized this as a strategic choice bounded by the bargaining power of each stakeholder group, which, we argue, risks misattributing outcomes by neglecting structural constraints. Instead, these dynamics need to be understood within the wider institutional context shaping the behavior of managers and stakeholders. Using a question-driven mixed-methods approach, we investigate the evolution of VCA in three telecom companies located in different institutional systems—British Telecom, Deutsche Telekom, and Telecom Italia. Our findings suggest that national institutional and firm strategic effects must be considered together to understand patterns of VCA among stakeholders.
