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1. Title: International institutions and firms' assessment of the domestic institutional environment: Evidence from the investor-state dispute settlement system
Authors: Si Cheng, Srividya Jandhyala
Abstract: How do firms assess their institutional environments? Beyond domestic cues, we examine the role of international institutions. In the global investment treaty regime, foreign firms can bring legal claims against sovereign states in international venues for alleged property rights violations. We argue that rulings by international tribunals in favor of or against the state provide domestic observer firms additional cues about property rights protection and the legitimacy of state policy. We compare domestic firms' assessment of their institutional environment shortly before versus after a tribunal ruling to obtain quasi-random variation in firms' exposure to international institutions. Analyzing 14,338 firm responses across 16 countries, we find that domestic firms assess their institutional environment favorably when states win and unfavorably when states lose.
2. Title: International contraction for the sake of international expansion
Authors: Niron Hashai, Christian Geisler Asmussen, Netanel Drori
Abstract: We present novel theoretical arguments suggesting that the contraction of international market presence does not only allow firms to expand their presence into new business domains, but also to resume their international market presence in the long term. We argue that when firms contract their international market presence, they spark two subsequent processes: First, they free up non-scale free financial resources that become available for expanding into new business domains. Subsequently, such expansion creates new scale free technological knowledge resources that facilitate renewed international expansion. We find support for the existence of this novel growth trajectory in an analysis of changes in the international market presence and business segment presence of an extensive sample of public US-based firms between 1997 and 2019.
3. Title: The perils of a soft start: Initial conditions, early strategy selection, and small firm performance
Authors: F. Christopher Eaglin
Abstract: This article analyzes the impact of initial conditions on firm strategy selection and performance amongst small firms in emerging markets. Leveraging a proprietary dataset from a minibus taxi financier in South Africa, I estimate the impact of lower than expected fuel prices in the first 3 months of operation on a critical strategic choice: asset utilization. Firms receiving this fuel shock are more likely to operate fewer days, drive fewer kilometers, and work fewer hours. This pattern persists beyond the firm's founding and is correlated with worse loan repayment. This result challenges the assumption that smaller firms always benefit from easier founding conditions. Qualitative and survey evidence suggest that firms determine their profitability frontier early in their lifecycle, and lower cost pressure might encourage them to adopt less profitable strategies. The results suggest incentivizing small firms to adopt more profitable strategies early on might positively influence their long-term survival.
4. Title: Learning by helping: Evidence from Chinese brokerages' community CSR
Authors: Jingyuan Li, Yong H. Kim, Jose Uribe
Abstract: We propose that firms engaging in community corporate social responsibility (CSR) can acquire valuable local knowledge that improves their core operations. We test our proposition leveraging a unique context-the Securities Association of China's pairing assistance scheme under the country's targeted poverty alleviation program. Under this scheme, financial brokerage houses conducted community CSR in quasi-randomly matched impoverished regions. We find support for the local knowledge learning effect of CSR by showing how community CSR participation enabled brokerages to more accurately forecast the earnings of companies in those regions. We complement our quantitative analyses with qualitative data from in-depth interviews, surveys of brokerage employees, and archival documents. The evidence indicates that forecast accuracy improved when CSR engagements enhanced learning about local companies' capabilities and business environment.
5. Title: Measuring the commercial potential of science
Authors: Roger Masclans, Sharique Hasan, Wesley M. Cohen
Abstract: We develop an ex ante measure of commercial potential of science, an otherwise unobservable variable driving the performance of innovation-intensive firms. To do so, we rely on large language models and neural networks to predict whether scientific articles will influence firms' use of science. Incorporating time-varying models and the quantification of uncertainty, the measure is validated through both traditional methods and out-of-sample exercises, leveraging a major university's technology transfer data. To illustrate the methodological contributions of our measure, we apply it to examining the impact of university reputation and university privatization of science, finding that firms' reliance on reputation may lead to foregone opportunities, and privatization (i.e., patenting) appears to increase firms' use of the science of one university. We make our measure and method available to researchers.
6. Title: Tiered status hierarchies and competitive actions
Authors: Chunhu Jeon, Jonathan Bundy, Wei Shen
Abstract: Rankings often create tiered status hierarchies—for example, top, middle, and lower status tiers—of the ranked organizations. We study how an organization's position within a tier, particularly near tier boundaries, influences its competitive behavior. We propose a tier-aspiration effect, where those at the top of a lower tier pursue more and riskier competitive actions to advance to the higher tier, and a tier-maintenance effect, where those at the bottom a tier engage in more and riskier competitive actions to maintain their position when there is a greater threat from competitors at the top of the neighboring lower tier. Empirical analyses of Korean business groups' rankings and acquisitions between 2001 and 2018 support these predictions, revealing how positional differences shape competitive actions within tiered status hierarchies.
7. Title: Unpacking the inertia in resource allocation adjustments of multi-business firms
Authors: Niklas M. Lindlbauer, Yasemin Y. Kor, Kulwant Singh
Abstract: Resource allocation inertia—firms' insufficient responsiveness in adjusting resource allocation across business units—hinders adaptation and competitive advantage. Yet, it is unclear why some firms are more prone to this inertia. We develop and test theory suggesting that resource allocation inertia increases with unrelated diversification, which arises when firms operate in multiple, unrelated industries, because of greater information complexity and HQ detachment. This disadvantage, however, diminishes in dynamic environments. Likewise, both recent experience in entering new markets and organizational slack can help firms counteract resource allocation inertia. Our findings contribute to the resource allocation literature by clarifying how unrelated diversification drives resource allocation inertia and how managers can mitigate it.
