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What is Strategic Management?
What is Strategy?

Early Development

Industrial Organization Economics
Transaction Cost Economics
Agency Theory

Game Theory

Resource Based View

Relational View

Dynamic Capability Perspective
Some Comments on Methodology
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Strategic Management Is the attempt to explain
and predict inter-firm performance differences

(competitive advantage) using the scientific
method
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Explaining and predicting inter-firm performance
differentials, example:

Why is VW outperforming all the other car
manufacturers (stock returns 12/07-10/08)?

VW +87.1%

Audi —22.1%

BMW —43.1%

Ford —56.%

Porsche —60.0%

Mercedes —62.4%

GM —=70.1%
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e EXxplaining and predicting performance

differentials, example:
 Why is Michael Phelps outperforming everyone else?
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What is Strategic Management?

e Explaining and predicting performance

differentials, example:
 Why is Michael Phelps outperforming everyone else?




Strategy Process
Where do strategies come from?
How are strategies formulated?
Strategy Formulation

How shall we compete to gain competitive
advantage?

Strategy Implementation

How do we change the organization to make the
strategy work?
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Strategy Is the managerial application of findings
from research In strategic management

University courses

Basic research
Academic journals

Applied research
Practitioner journals

Consulting firms
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Strategy Is about gaining and sustaining
Competitive Advantage

10
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Strategy is the managers’ theory of how to gain and
sustain competitive advantage (prucker, 1994)

Strategy is the creation of a unigue and valuable
position, involving a different set of activities (porter 1996)

Generic strategies
Low cost, differentiation, niche

Trade-offs

A strategy Is an integrated and coordinated set of
commitments and actions designed to explore core

competencies and gain a competitive advantage (it
Ireland, Hoskisson 2008)

11
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A firm has a CAwhen itis
Implementing a value creating
strategy not simultaneously being
Implemented by any current or
potential competitors (Barney 1991)

A firm that outperforms its
competitors has a CA

CA = superior performance
ALWAYS RELATIVE
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Competitive advantage

A firm’s profitability/value creation is greater than
the average profitability/value creation for all
firms in its industry

Sustained competitive advantage

A firm maintains competitive advantage for a
number of years

13
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Emphasis on normative aspect
ldentifying “best practices”

Impossible to generalize
Each organization/situation is unigue

Skeptical about the contribution of other
academic disciplines (e.g., psychology,

eConOmiCS) (e.g., Learned, Christensen, Andrews, and Bower 1965)
Only Method: Case studies @ss)
Taught by retired executives (not Ph.D.s)

17
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Strategic Management Journal (1980)

/ ISTRATEGIC
{  IMANAGEMENT
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Strategic Management Journal (2008)

/. _ISTRATEGIC Prof. Bresser,
-:Z__:M*AP{AGEMENT Associate Editor
R0 U/RNIAVS

Prof. Mellewigt,
Editorial Board Member
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Structure-Conduct-Performance (Bain, 1956)

Firm performance is primarily a function of the
iIndustry in which it competes (Porter, 1980)

Political/legal Economic

....................................... / COMPETITIVE
N o COMPETITIY

Risk of Entry

Porter

. [Bargaining Power - Rivalry Among | Bargaining Power |
.| ofSuppliers [ Established Firms | s |

|

Threat of
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Social Technological 21
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Strategic Coherence Fit: Superior performance
requires coherence, or fit, between business model
(competitive strategy and organization architecture) and
iIndustry

But: It's a STATIC Fit

Fit

Business Organization
Model llllllllllllllllllllll *““‘
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Vexing problem: Firm heterogeneity

Strategic groups defined as a group of firms Iin
the same industry following the same or similar
strategies (Caves and Porter, 1979)

Mobility barriers

24
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Critigue (Barney & Hoskisson, 1990)
Do strategic groups exist?

Does firm performance depend on strategic group
membership?

26
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Competitive dynamics
Explicit recognition of firms strategic interactions
Hypercompetition (D’Aveni, 1994)

Market commonality & resource similarity (Chen,
1996)

Airline industry

Methods

Deductive (often based game theory)
Large-scale econometrics studies

More scientific and positivist approach

27
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Williamson (1981) derives transaction costs approach
from three independent literatures
Economics
boundary of the firm (Coase, 1937)
economic adaptations (Hayek, 1945)
Organizational theory

purposive organization & bounded rationality (Barnard, 1938;
Simon, 1947)

core technology, domains of organizations, power & limit of market
and hierarchy (Thompson, 1967)

Contract law
hard vs. soft contracting (Llewellyn, 1931; MacNeil, 1974)

29
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Transaction costs occur when a good or service is

transferred across a technologically separable interface
(Williamson, 1981)

Production cost
technology and steady-state production cost

Governance cost
cost of planning, adapting, and monitoring task completion
Behavioral assumptions:
Bounded rationality
Opportunism
Small numbers
Asset specificity

30
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Critical dimensions for describing transactions:
Uncertainty
Frequency of transactions
Degree to which durable, transaction-specific investments are
required
Implicit assumption: Firms can make or buy at their
discretion

Critigue (Ghosal & Moran, 1996)
Inconsistency in internal logic
Firms are knowledge communities (Kogut and Zander, 1992)
May create self-fulfilling prophecy for managers

31

THE BUSINESS SCHOOL AT GEORGIA TECH




32

THE BUSINESS SCHOOL AT GEORGIA TECH




Based on game theory of imperfect information

between players (i.e., principals and agents)

Divergence of interest between shareholders (principals) and
managers (agents)

Increasing utility of agents comes at the expense of decreasing
utility of principals
Power and perks
On the job consumption
Corporate jets
Corporate vacation homes

Corporate maid service in private homes
Relocate head quarters to Pebble Beach, CA, next to golf course

33
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Central question:

What are mechanisms (e.g., government structures, contract
designs) that can minimize agency costs, which arise from the

divergence of interests? (e.g., Fama, 1980)

Strategic management adopt positivist agency

theory (Hoskisson et al., 1999)

Jensen & Meckling (1976) integrate literature on property rights,
agency, and finance to develop a theory of ownership structure
for the firm

Firm is a “Nexus of Contracts”

34
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Central question:

Why do organizations become more alike in structural and
procedural features?

Isomorphism
A constraining process that forces one unit in a population to
resemble other units that face the same set of environmental
conditions (Selznick, 1949; Hawley, 1968; DiMaggio and Powell, 1983)

Legitimacy, reputation, power, and status
You have to look like the others in these positions....

36
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The main drivers of isomorphism meyer & Rowan, 1977
DiMaggio & Powell, 1983)

Need for power
Legitimacy
Social fitness
less driven by efficiency

Mechanisms of institutional isomorphic change
(DiMaggio & Powell, 1983)

Coercive
Mimetic
Normative
Cannot explain firm differences — does the opposite

37
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RBV attempts to explain firm performance differentials
based on a firm’s idiosyncratic resource endowments

Resource perspective gives a different insight than the product

perspectives in traditional economics or product portfolio theory
(Wernerfelt, 1984)

Firm resources

“all assets, capabillities, organizational processes, firm attributes,
Information, knowledge, etc., controlled by a firm that enable the
firm to conceive of and implement strategies that improve its
efficiency and effectiveness” (Barney, 1991)

39
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Firm resources provide competitive advantage
(Barney,1991) when they are

Valuable

Scarce

Inimitability

non-substitutable
Critigue (Priem & Butler, 2001):

Tautological: “Value” is determined only ex post

Difficult to do empirical research based on RBV constructs
What are your predictions ex ante?

40
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Distinctive competencies shape
the functional-level strategies that
a company can pursue.

Differentiation
Strategies

Superior:
Distinctive - Efficiency Value Superior
competencies « Quality creation profitability
Shape  *Innovation
» Customer
responsiveness
- Low cost J

Build

Build
Resources H

Functional

Capabilities

Function-level strategies can build
resources and capabilities to
enhance a company’s distinctive
competencies.
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The Value Chain
M.E.Porter { 1980)

Firm Infrastructure

Human Resource Management 4%
%

-

Technology Development

Support Activities

Procurement

Inboud x Outbound Marketing 7
Logistics e Logistics  and Sales S
LY - A
Primary Activities
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Radio

; Sophisticated
frequency inventory —

. i Target
inventory logistics

mass market

tracking tags system
o Minimize
Minimize sales
corporate expenses Sam’s
Regional overhead discount
distribution stores
centers /
National Efficient Good
satellite store operations return policy Superstores
system
/ Neighborhood
| markets
Narrow
isles Minimal
customer Productive
service employees
Employee inimize
profit sharing g?g:ﬁ;itg
Employee
stock
ownership
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Alliances or networks allow firms to
develop relationships that can result
In sustained competitive advantage
(Dyer & Singh, 1998)
Smart car by Mercedes and Swatch
Relational rent generating process
relation-specific assets
knowledge-sharing routines
complementary resource endowments
effective governance

Where is the locus of competitive
advantage?

Collective vs. cooperative strategies
(Bresser, 1988)
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Inherent empirical challenge to measure alliance
contribution to firm performance (Gulati, 1998; Lavie,

2007)
Firms do not report quantitative measures of alliance

performance in financial reports
Performance from alliances is often confounded with
firm’s internal operations

Overcoming the challenge:

Project-level outcomes

Examination of attributes of network structure (e.g.,
Rothaermel and Deeds, 2006)

46
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Dynamic capabillity is a “firms’ ability to integrate, build,
and reconfigure internal and external competences to

address rapidly changing environments” (Teece, Pisano, Shuen,
1997: 516)
Dimensions of firms’ dynamic capabilities

Process: Coordination/integration, learning, and reconfiguration

Position: Current specific endowments of technology, IP,
complementary assets, customer base, and its external relations

with supplier and complementors
Path: path dependencies, technological opportunities

48
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Eisenhardt and Martin (2000: 1107) define dynamic capabilities as
“the firm’s processes that use resources—specifically the processes
to integrate, reconfigure, gain and release resources—to match and
even create market change. Dynamic capabilities thus are the
organizational and strategic routines by which firms achieve new
resource configurations as markets emerge, collide, split, evolve,
and die.”

Helfat, et al.’s (2007: 4) define dynamic capabilities as “the capacity
of an organization to purposefully create, extend, or modify its
resource base.”

“How dynamic can organizational capabilities be? Towards a dual-

process model of capability dynamization” (Schreyégg and Kliesch-
Eberl, 2007, FU Berlin)
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Positivists vs. Realists

Unobservable constructs lie at the core of
a number of influential strategic
management theories (e.g., TCE, RBV,
DCP, etc)

53
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Realist solution:

|ldentify what the observable consequences of unobservable
resources/capabilities are likely to be.

“what scholars need to do is to theoretically identify what the
observable consequences of unobservable [constructs] are likely
to be, and then go out and see whether such predictions have a
correspondence in the empirical world. The analogy here is with
guantum mechanics, which has been confirmed not by observing
subatomic entities (since they are unobservable) but by
observing the tralil left by subatomic entities in the cloud
chambers of linear accelerators” (Godfrey and Hill, 1995: 530)
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Formal theory

Qualitative studies
Inductive theory building

Quantitative studies
Deductive theory testing

Simulation
Experimental Design
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Pros: Internal consistency, ensures logically
coherent argument

Cons: Can be oversimplified because of the
need for clear prediction and attenuate the
difficulty of finding mathematical solution

56
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Multimarket Oligopoly: Strategic Substitutes
and Complements

Jeremy |. Bulow

Stanfard Unieraty

John D. Geanakoplos

Fule Urrversay

Paul D. Klemperer

Staifurd Umgversity and S5 Cothertnegs College, Oxford

A hrms actions inone market can change competiters” sirategies ina
second market by attecting its own marginal costs in that other mar-
ket Whether the action provides costs oF benelns in the second
market depends on (o) whether it increases or decreases marginal
vosts in the second marker and (&) whether competivrs” producis are
atner distinciion

strateic substitutes or strtegic complements, Th
is determined by whether more essive” play (e, lower price
or higher quantity) by one hiem i arkel lowers or raises comper-
g hirms’ m val profiabilities in that market, Many recent results
v oligopoly theory can be most easily undersiood in rerms ol
strategic substitutes and complements

I. Introduction

Ihere are two main points to this paper. First, changes in a firm's

opportunites in ene market may affect us profns by influencing ns
Thanks 1o Drew Fudenhery, Bichard Gilbert, Meg Meyer, John Roberts, George
igher, Lawrence Sur nynHas referes For val
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Pros:
Can stimulate new theoretical insight

cons:

Usually limited generalizability since conducting large
number of case studies are costly

58

THE BUSINESS SCHOOL AT GEORGIA TECH




Dynamics of Social
Capital and Their
Performance
Implications: Lessons
from Biotechnology
Start-ups
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Based on comparative longitudinal case analyses of six
new biotechnology firms, this paper explores how the
configuration, management, and evolution of entrepre-
neurial firms' social capital affect firm performance. Find-
ings suggest that firms can realize performance benefits
when their members repeatedly adapt the configuration
of their social capital to changing resource needs, while
inertia turns a firm's social capital into a liability. Our
research provides a dynamic view of the conditions and
processes that produce such inertia, allow firms to over-
come it, and develop a firm's social capital to organiza-
tional advantage. A core theoretical contribution of our
study is to identify and theorize how the internal organi-
zation of firms’ management of relationships with exter-
nal partners, through horizontal and vertical differentia-
tion and integrationJ affacts the dynamic of firms’ social
capital, adaptive capacity, and performance. ®

The importance of social capital for the founding, survival,

and success of entrepreneurial firms in general, and new
biotechnology firms in particular, has been widely acknowl-
edged and demonstrated empirically {Larson, 1991; Pen-
nings, Lee, and van Witteloostuijn, 1998; Zucker, Darby, and
Brewer, 1998; Cliver, 2001). Although social capital has been
defined in a number of ways, the core intuition behind the
nation is that it signifies an asset a\al\ahle to individual or cok
lective actors that draws on these actors” po;.mona in a social
network andfor the content of these actors’ social relations
(Gabbay and Leenders, 1999). Social capital has potential
value because it provides an opportunity for actors to access
inforrmation and resources in their social network. Research
on social capital has mainly concentrated on how and why
firms can generate value from their social capital. It has
shown in different settings that social capital provides infor-
mation and learning benefits (Powell, Koput, and Smith-Doerr,
1996), increased legitimacy (Higgins and Gulati, 2003), power
and control {Burt, 1992), and coordination benefits (Coleman,
1980; Uzi, 1997). Furthermore, research has begun to
demonstrate that the value of social capital depends on a
number of moderators and contingencies, among these, task
characteristics (Hansen, Podolny, and Pfeffer, 2001), industry
characteristics IF?o\ueIev Behrens, and Krackhardt 2C00r mar-
ket uncertainty (Gulati and Higgine, 2003), prevalent norms
(Gabbay and Zuckerman, 1998}, and con"plarrantar\' capabili-
ties (Hargadon and Sutton, 1997).

et research on the antecedents and consequences of social
capital stil faces a number of important challenges {see Adler
and Kwaon, 2002). In particular, to date we know very little
about how organizations' sccial capital develops over time,
about the factors and processes enabling and constraining its
development, and about possible related performance impli-
cations (Baum, Calabrese, and Silverman, 2000). Such a
dynamic perspective is significant because an organization
faces different task and resource requirements at different
stages of its organizational development (Kazanjian, 1988)
and is often exposed 1o changing demands from an evalving
internal and external task environment (Ebers, 1999).
Whether or not an organization iz able to accommodate
these evalving demands by adjusting its social capital to

Maurer, |., & Ebers, M. 2006. Dynamics of Social Capital and Their
Performance Implications: Lessons from Biotechnology Start-ups.
Administrative Science Quarterly, 51: 262-292. 59
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Pros:
Generalizability
Theory testing

cons:
Do you measure what you hypothesize?
Do you rule out alternative explanations?
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PERFORMANCE IMPLICATIONS OF DELAYED

U.S. RETAIL INDUSTRY

<: COMPETITIVE RESPONSES: EVIDENCE FROM THE

JENS L. BOYD and RUDIK, F. BRESSER®

Department of Busingss Admin

tion, Freie Universitat Berlin, Berli

Garmany

INTRODUCTION

First mover performance has heen of substantial
interest to economists (Reinganum, 1985; Hamil-
ton and Slutsky, 19 marketing (Carpenter and
Nakamoto, 198%; Krder and Weinberg, 1998),
and management scholars (Licberman and Mont-
gomery, 1988; Mitchell, 1989). First movers are
ascribed superor market insight. entreprencurial
prowess, and competitive  creativi and are
expected to perform better than TWET SO
petitors, With the advent of new competitive land-
scapes where competitive advantage is difficult to
sustain (Hitt. Keats, and DeMaric, 1998; Bresser,
Heuskel, and Mixon, 2 speed as a source
of advantage has been meaffirmed by inductive
rescarch (MacMillan, 1988 D7 Aveni, 1994: Brown
and Eisznhardt. 1998) and top managers’ accounts

Keywords: response timing: competitive dynamics: retail

industry

*Correspondence  to: Fudi E. F. Bresser,  Freie Universitiit
Beclin, Depatment of Business Administration, Carystrasse 21
14155 Berlin, Germany. E-mail: nodi bresser @-fu-berlinds

Copyright © 2008 John Wiley & Sons, Lid.

(Taylor. 1991; Stalk, 1988), While empirical evi-
dence supports the idea of first mover advantages,
the extent to which such advantages can be sus-
tained is less clear (VanderWerf and Mahon, 1997:
Liekerman and Montgomery. 1998, Boulding and
Christen: X

Attention has alzo been directed toward the tim-
ing scenarice of responders to explain the rel-
ative performance of first and later movers in
competitive interactions (e.g.. Fuentelsaz, Gomez.
and Polo, 2 Krider and Weinberg. 1998).
Here too, theomstical explanations have empha-
=i = r advocating quick responses to com-
petitive attacks (Gal-Cr, 1985, Hauser and Shugan,
1983; Porter, 1985). However, compelling emppir-

ic
iz lacking (Smith. Grimm, and Gannon, 1992;
Bowman and Gatignon, 1995: Ferrier, Smith. and
Grimm, 1999).

Cur article contributes to ongoing efforts to
develop theory on first mover and follower advan-
tages by reviziting the issue of response timing,
that iz, the consequences of fast versus delayed
competitive responses. Developing a better under-

support in favor of o fast follower strategy

Boyd, J.L., Bresser, R.K.F. 2008. Performance implications of delayed
competitive responses: Evidence from the U.S. retail industry.
Strategic Management Journal 29: 1077-1096. 61
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Building Dynamic Capabilities: Innovation Driven by
Individual-, Firm-, and Network-Level Elfects

Frank T. Rothazrmel,

Andrew M. Hess

Cellege of Managemeni, Georgia Insiituie of Technology, Ailania, Gecrgia 30308

[frank.cath gatech.edu. drew bhessi mat. gatech_cdu]

oliowing the dynamic capahilities perspective, we suggest that antecadents tn innovation can be found at the individual

firm. and network levels, Thus, we challenge two assumpti

00E COmmon in prior research: (1) that significant variance

existz at the focal level of analysis, whereas other levels of analysis are azsumed o be homogeneous, and (2) that the
focal level of analysis is independent from other levels of analysis. Accordingly. we advance a set of hypotheses to

simultapecusly sesess the direct effects of antecedents at the ind

ual, firm, and network levels on innovation output. We

then investigate whether a firm's antecedents to wnnovation fie scros different levels. To acoomplish this, we propree fwo

compeling interaction hypotheses. We juxtapose the hypothesis

that the individual-, firm-, and network-level antecedents to

innovation are substitutas verss the proposition that these innovation mechanisms are complements. We test our multilevel
theoretical model using an unusually comprebersive and detailed panel data set that documents the innovation attemprs

of ghobal pharmaceutical companies within bistechnology over

1 22-year time period (1980-2001), We find evidence that

the antecedents to innovation e across different levels of analysis and can have compensating or reinforcing effects on

firm-level innovalive output.

Key wonds: dynamic capal
pharmacentical and bactechnology industries

ies: organizational learming: innowation; multilevel thecny: longitudinal panel data;

1 wlu
The recent extension of the msource-hased view inta
dynamic markets provides a fresh perspective for ana-
lyzing how firms develop new capabilities to cope with
shifting markets. This thecretical perspective posits that
a firm’s ability to “integrate, build. and reconfigure inter-
nal and external competences to address rapidly Lh.l.l\&—
ing environments™ lies at the center of its capability to
innovate (Teece et al. 1997, p. 516). Dynamic m[u—
bilities facilitate not only e ability of an organiza-
tion to recognize a potental technological shift, but also
its ability to adapt to change through innovation (Hill
and Rothaermel 2003). Eisenhardt and Martin (20K
p. 1107 suggest that antecedents to dynamic capabil-
ities, which they describe as “processes to integrate.
reconfigure. gain, and release resources—to match and
even create market change.” can be found at the individ-
ual, firm. or network level (see also Zollo and Winter
2002).

Assuming that firms can draw on antecedents
different levels to build dynamic capabilities
important but underexplored questions arise,
Where is the locus of the antecedents to firm-level
dynamic capabilitics? Does the locus lic within the indi-
vidual, within the firm. or within networks? If so, which
levels are relatively more important? Or, does the locus
of the antecedents to dynamic capabilities lie within
the intersection of any of these levels? In other word:
does the locus lie across multiple levels of analysi

698

If the locus of the antecedents to dynamic capabilities
i ss multiple levels of analysis. are the different
to innovate complements or substitutes?
Estant research generally focuses on only one level of
analysis while neglecting other levels of analysis, thus
opening the door for spurious findings due to unoh-
served heterogeneity. When studying the dynamics of
technological innovation, for example, mseamchers gen-
erally analyze incumbent firms as a more or less homo-
gencous group of firms or as an industry, thus neglecting
i gate firm-differential performance (Christensen
1997, Fester 1986, Henderson and Clark 1990, Tushman
and Anderson [988). Likewise, when analyzing firm-
differential performance. researchers imoke constructs
like resources, competencies, capabilities, processes, and
routines (Bamey 1991, Henderson and Cockbam 1994,
Nelson and Winter 1982, Peteraf 19093, while neglect-
ing individual-level heterogencity. Finally. the handful of
mscarchers that highlight individual-level heterogeneity
as an antecedent to firm-level heterogeneity (Lacetern

et al. 2004: Fucker and Darby 199 Zucker et al
1993, 2a) generally discount firm- and nerwork-level
effects.

Recent theoretical contributions {Felin and Foss 201
Felin and Hestedy 2007, Klcin ot al. 1994, Danzcrcan
et al. 1990), however, have identified two serious prob-
lems with the dominant unilevel rescarch approach
which we find particularly salient to our research ques-
tion concerning the locus of antecedents to dynamic

Rothaermel, F.T., Hess, A.M. 2007. Building dynamic capabilities: Innovation
driven by individual, firm, and network-level effects.
Organization Science, 18 (6): 898-921. 62
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Pros:
Enables researchers to implement realistic assumptions
Enables researchers to do complex things that cannot be done
with paper and pencil
Enables researchers to ‘compress’ time and observe dynamics
Enables researchers to vary assumptions to see the change in
outcomes

cons:
The same result can be obtain by different processes
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EXPLORATION AND EXPLOITATION IN
ORGANIZATIONAL LEARNING *

JAMES G. MARCH

Graduate School of Business, Stanford University,
Stanford, California 94305

This paper considers the relation between the exploration of new possibilities and the
itation of ald i in irational learning. It examines some complications in
allocating rescurces between the two, particularly those introduced by the distribution of
mmmﬁumm:mm.mﬂm::ﬁmmwﬂmmm Two
gencral situations involving the and use of Aedy anc
modeled. The first is the medmwhmubmmmbeudmoummmmdu
organizational code, The sccond is the case of learning and competitive advantage in
competition for primacy. The paper develops an argument that adaptive processes, by
refining exploitation more rapidly than exploration, are likely to become cffective in the short
run but self-destructive in the long run. The possibility that certain common organizational
practices ameliorate that tendency ks assessed,
(OROANIZATIONAL LEARNING: RISK TAKING; ENOWLEDGE AND COMPETI-
TIVE ADVANTAGE)

A central concern of studies of adaptive processes is the relation between the
exploration of new possibilities and the eapIolImnon of old certainties (Schumpeter

1934; Holland 1975; Kuran 1988). Expl includes things captured by terms such
as search, variation, risk taking, experimentation, play, flexibility, discovery, innova
tion. Exploitation includes such things as refi , choice, producti eﬂicnency,

selection, implementation, execution. Adaptive mums that engage in exploration to
the exclusion of exploitation are likely to find that they suffer the costs of experimen-
tation without gaining many of its benefits. They exhibit too many undeveloped new
ideas and too little distinctive competence. Conversely, systems that engage in
exploitation to the exclusion of exploration are likely to find themselves trapped in
suboptimal stable equilibria. As a result, maintaining an iate balance b
exploration and exploitation is a primary factor in system survival and pros-
perity.
‘This paper considers some a_spwts nf such problems in the context of organiza-
tions. Both loration and are 1 for izati but they
pete for scarce As a result, org: make explicit and implicit
choices between the two. The explicit ch.oices are found in calculated decisions about
alternative i and petitive ies. The implicit choices are buried in
many features of organizational forms and customs, for example, in organizational
procedures for accumulating and reducing slack, in search rules and practices, in the
ways in which targets are set and changed, and in incentive systems. Understanding
the choices and improving the balance between exploration and exploitation are
complicated by the fact that returns from the two options vary not only with respect
to their expected values, but also with respect to their variability, their timing, and
their distribution within and beyond the organization. Processes for allocating re-
sources between them, therefore, embody intertemporal, interinstitutional, and inter-
personal comparisons, as well as risk preferences. The difficulties involved in making

*Accepted by Lee S. Sproill and Michael D. Cohen; received August 18, 1989,
m

1047-7039, 1/D07
Copyright © lm.mmn{mmm’:u%{mﬁs

March, J. G. 1991. Exploration and exploitation in organizational learning.
Organization Science, 2(1): 71-87.

64




Pros:
Enables researchers to draw causal relationships
Enables researchers to control ‘everything else’

Enables investigations where field data are not
available

cons:

Experiment does not replicate complexity in the real
situations. Relevancy of experiment with real
situations might be questionable
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KNOWLEDGE REPRESENTATIONS AND
KENOWLEDGE TRANSFER

RICHARD J. BOLANID, [k.
JAGDIP SINGH
PALL SALIPANTE
TOHK Dy ARAM
SHARDON Y. FAY
PRASERT KANAWATTANACHAIL
Case Weslern Reserve University

Cognitive and learning thearies were used io develop s framework in whick different
knowledge representations prime recipients with different schemata and thereby

differentially affect their d v making, We sy ted al, and
particular knawledge re e tations in & laboratory i
hypothesss received i ance
of particular keow represantalions n man and an
intriguing role for interpretive keowledge represeniatians,

how they ir
[1956]

i is

Boland, R., and Singh, J., Salipante, P., and Aram, J. 2001.
Knowledge representations and knowledge transfer.

Academy of Management Journal, 44: 393-418 o
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“Methodological fit, an implicitly valued attribute
of high-quality .. research, has received little
attention in the management literature. Fit refers
to internal consistency among elements of a
research project—research question, prior work,
research design, (methodology), and theoretical

contribution”

Edmonson, A.C. & McManus, S.E. 2007. Methodological fit in management
field research. Academy of Management Review 32(4):1155-1179
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Move towards theories that are
dynamic
combine internal resources/competencies
with external factors

view competitive advantage as transient
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Methods must follow research question
What is the research question / phenomenon?

How do | best answer this question?

Theory
Method
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Strategic Management Iis a multi-
disciplinary field, but informed by social
science disciplines

Economics
Sociology
Psychology
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