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Abstract

Behavioral strategies are a potentially promising microfoundation of management research.
Strategies involving processes of momentum, feedback, inference, and anticipation are already
being investigated by organizational scholars, and evidence is mounting for each one. They are
interesting because they can be seen as expressions of the level of rationality in organizational
action, taking the organization as a stylized decision maker, and they also serve as windows into
decision making processes and sources of puzzles that can guide direct investigation of decision
making processes. The combination of evidence, consequentiality, and generative power for
future research argue for giving behavioral strategies a role in the microfoundations of
management theory.



Introduction

The discussion on microfoundations of organizations and management research has been
full of excitement. There are calls for more work (Felin & Foss, 2005; Gavetti, 2005), critiques
of the overall program (Jepperson & Meyer, 2013) or the utility of the specific proposals (Winter,
2011), expositions of half-truths in the discussion (Felin & Barney, 2013), and a claim that some
conclusions may be acceptable although the program has flawed premises (Winter, 2013). From
the shape of the discussion, we might suspect that this is a complex idea has not yet become
concrete enough to allow scholars to agree on the terms of the debate.

Microfoundations are complex because they come in multiple forms. They can be ideas of
which level of analysis is the correct one for specifying a theoretical explanation, which
mechanism is allowable in a theoretical explanation, and which social unit should be given actor-
hood in the sense of being the basic behavioral units in the theory. These forms of
microfoundations are related to each other, but are not the same. We may view individual persons
as the basic behavioral units, but still prefer to explain their behaviors by situational
characteristics, thus giving the situation priority as the level of analysis. We may view
explanations involving learning as preferable, but still have a choice of the level of analysis at
which learning takes place. The diverse forms of microfoundations are matched by a diversity of
management theory, as the range of phenomena that management theorists seek to explain is
wide, and so are the approaches to theory building.

The analytical separation of these three forms of microfoundations has an important
implication. When discussing microfoundations for management, clarity about the form of
microfoundation under consideration is essential. It is too easy to understand discourse on

microfoundations as being one of actor-hood, which is a frequent and perhaps understandable



interpretation. But it is not always the most useful one. | observe that organizations are populated
by individuals who attribute a certain degree of actor-hood to themselves, and they can be quite
insistent on this poiritYet there are important theories for which such self-conceptions of actor-
hood are a distraction because it is not the preferred level of analysis. Rational choice is an
example. In rational choice, decisions are seen as an interaction between preferences and
alternatives, which at the surface appears to favor the individual as the level of analysis, but
tractability of the models limits the heterogeneity in individual preferences that can be
incorporated. So, the theory celebrates individual agency and choice as microfoundational
postulates, but gets its explanatory power by taking the environment (for example, a market or a
game) as the preferred level of analysius the theory transitions smoothly from an agentic
view of individuals to contextual explanations of their behaviors.

Many who approach organizations from a bounded rationality view make a
similar implicit transition from one form of microfoundation to a different one. Actor-hood is
given to the boundedly rational individual, but much of the research does not apply the
individual level of analysis. It is time to be explicit about this alternative form of
microfoundation, because it is important and deserves to be addressed directly. The
microfoundation in much work is a behavioral strategy, where strategy is taken in the sense of a
systematic behavioral pattern with some adaptive consequence. The definition leaves out the
guestions of whether the adaptive consequences are positive or negative, and whether they are

intended. Those questions are part of the research agenda, so they should not be in the definition.

! An apology to John Meyer is in order: the sentence looks like something he might have said or written.

2 By level of analysis | am referring to the social unit at which the theoretical argument is posed (Jepperson &
Meyer, 2011; Simon, 1962), which may differ from the actor for which the prediction is made. For example, game
theory contains multiple theories to predict the behavior of an individual actor, and predictions rely on
considerations of how actors choose, the environment created by the game payoffs, and actor interactions as
specified through a solution concept. In this construction, the interactions have the greatest theoretical interest and
the environment the greatest applied interest, leaving the actor as the least interesting component of the theory.
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Using the word strategy in this sense implies that its connotation of deliberate action is ignored,
but other terms appear to be even more problematic.

The strategies | have in mind are different from the standard operating procedures that
Cyert and March (1963) discussed and the routines that Nelson and Winter (1982) specified
because the behavioral strategies act as mechanisms for modifying organizational actions, while
standard operating procedures and routame®rganizational actions. This has two implications.
First, the best correspondence with their work is not in the standard operating procedures and
routines but with the mechanisms they used to explain their persistence or change, such as
problemistic search (Cyert & March, 1963). Second, standard operating procedures and routines
can vary widely among across many organizations, but behavioral strategies should be consistent
across organizations. They provide the theory with concepts that have the level of abstraction
needed to derive general theoretical statements.

Choosing behavioral strategies as a promising microfoundation means not favoring the
most micro of microfoundations, because behavioral strategies are best thought of as meso-level
theoretical mechanisms that generate predictions in their own right and may inform
complementary theoretical mechanisms posed at the same or different level of analysis. They are
focal points for theory building and empirical research with implications that may be either on a
more macro level or on a more micro level. Organizations are structured environments in which
individuals interact according to work roles, and this structural influence means that organization
level outcomes such as behavioral strategies are difficult to reduce to more micro level
explanations (Jepperson & Meyer, 2011). Thus, these behavioral strategies may pose a boundary
for how far down along the microfoundation scale a theory of strategic behavior can be made.

At this point, research has advanced to a point of showing clear empirical evidence of



behavioral strategies. That is the first reason for describing them and pointing out some of the
evidence. The second reason is that the stakes are high in investigating these strategies further.
They are consequential for organizational actions and outcomes, and are associated with different
levels of rationality if we take the liberty of viewing the organization as a stylized decision
maker. They are thus alternative answers to the question of how smart organizations are. The
third reason is that these strategies are to a significant degree purposive and chosen, and thus
differ from a broad category of organizational actions that can be classified as nonstrategic forms
of change. The degree of purposive action differs between these behavioral strategies, however,
which is another reason to examine the contrasts between them. The behavioral strategies |
discuss here are momentum strategies, feedback strategies, inferential strategies, and anticipatory
strategies. The literature has already given some treatment to these strategies. Notably, Miner and
Mezias (1996) have a classification scheme of learning processes that defines inferential
strategies similarly to this paper, and Levitt and March (1988) have a discussion that includes
some of the themes developed below. Similarities of this treatment to earlier work reflect
intellectual debt; differences are mostly a choice of analytical emphasis.

These behavioral strategies might be interpreted as cognitive strategies, but are surely more
complex because organizations are collectives with decision making involving formal
procedures, politics, and group discussion. In this treatment, | will have little to say about how
the behavioral strategies map on to such micro processes. Although theory building from the
mind up is applied by some scholars taking a behavioral view of organizations (Gavetti, 2012),
my approach is closer to the school of building theory from observation of organizational
processes or the relations between variables that they produce (Cyert & March, 1963). Whether

and how these processes are grounded in specific individual cognitions or group processes is an



interesting question on reduction to lower-level reasoning that comes later in the research
process. | will make some general remarks on the feasibility and desirability of such reduction
exercises, but leave the specifics for later work.

In the following, | define each strategy and describe some of the evidence for it. | examine
how these strategies may inform researchers interested in how organizations make decisions. |
compare these strategies with other microfoundations and make suggestions on the utility of this
specific proposal. In this discussion, | also comment on the architecture of a productive set of
microfoundations. My goal is to provide an overview of the strategies and show their relation;
thus | sacrifice depth. Interested readers should consult the cited works for the details on the

theoretical structure and empirical evidence.

Momentum strategies

Momentum strategies repeat behaviors without examination of consequences. The term
momentum was coined by Kelly and Amburgey (1991), who found that airlines tended to repeat
the type of changes that they had done often in the past. Soon, momentum was also found in
organizational merger activity (Amburgey & Miner, 1992) and in strategic and operational
decisions by newspapers (Amburgey, Kelly, & Barnett, 1993). There is significant confirmation
of these findings in later work (Dobrev, Kim, & Carroll, 2003; Dobrev, Kim, & Hannan, 2001;
March, Schulz, & Zhou, 2000), including evidence that momentum is specific to events rather
than a general increase in the rate of change, and that repetition of changes can occur very soon
(Amburgey et al., 1993). When the repetition is quick or the lead time in knowing the full
consequences of behaviors is long (as in mergers), it is easy to support the claim that observation
of outcomes does not explain the repetition because it is not plausible that the action can produce

information that would help the next decision. The same point can be made if the momentum is



seen through fundamentally different actions so that the trigger event is unlikely to have been
informative, but in that case the researcher needs to explain how the one action (say, a merger)
cannot produce information or capabilities that make another action (say, a market expansion)
more beneficial for the organization. Thus there is some room for interpretation of the evidence,
and indeed not all the evidence points towards momentum (Baum & Singh, 1996). Also, critics
have raised a concern that the studies may over-interpret the evidence because they do not take
into account unobserved heterogeneity in the propensity to make changes (Bets¢] B

Woywode, 2008).

A range of organizational commitment processes are thought to drive momentum
strategies. March, Sproull, and Tamuz (1991) give a very clear depiction of how organizations
can learn from samples of one (or fewer) because actions they have taken (or avoided) are
interpreted and elaborated through storytelling. This can cause significant departures from past
behaviors to create new organizational identities and action repertoires even in the presence of
little or no outcome information. Amburgey and Miner (1992) similarly argue that major change
events build competencies, and the sheer buildup of organizational competencies can cause
momentum even if the outcome information is negative. In their view, positive outcome
information strengthens the momentum but is not required for it.

Momentum strategies are also prominent in research on interorganizational networks.
Relational embeddedness in alliances is when firms initiate additional alliances with current
alliance partners (Gulati & Gargiulo, 1999). A number of causes have been suggested, including
good outcomes from the current alliance, which would not be an instance of momentum but
rather of feedback (see below). Relational embeddedness is also seen in research and

development alliances, however, which have long-term and often ambiguous consequences



(Powell, White, Koput, & Owen-Smith, 2005). Absent positive outcome feedback, process

sources of increased trust in the partner have been suggested as a more basic reason for relational
embeddedness (Larson, 1992). Trust is a momentum process because it is created by increased
commitments by the firm based on the belief that the partner's good behavior so far implies
trustworthiness (Larson, 1992). In fact, deception requires trust, so the empirical distinction
between a trustworthy partner and a good mimic is weak; undercutting the view that trust is

purely an adaptive response to truthful signal. Thus, we may view the trust borne from

preexisting alliances as a momentum process.

Other explanations for relational embeddedness have also been advanced, and an important
suggestion is that it may reflect myopic search. It is easier to find an existing partner than a new
one, especially if a set of search criteria related to partly-unobservable characteristics are in
action, so new alliances through relational embeddedness just reflect how organizational decision
makers search for alternatives (Li & Rowley, 2002). This alternative explanation is worth
empirical consideration. Again the evidence is not clear because matching characteristics have
powerful effects even when the network is controlled for (Mitsuhashi & Greve, 2009), but there
is still little work on this issue. When myopic search is applied, the decision to stop search is
based on whether the (short-term) consequences are judged to be satisfactory (Cyert & March,
1963), and hence myopic search contains an element of inference lacking in momentum
strategies.

As this brief and selective tour of momentum strategies suggests, there are empirical
observations suggesting momentum, but there are also disputes around the interpretation of these
as indicating momentum, unobserved heterogeneity, or unobserved learning from feedback. The

disputes are a good reason for momentum strategies to receive further theoretical and empirical



attention, because they center on the important issue of whether intrinsic tendency, path-
dependent evolution, or performance-driven adaptation is the best model for organizational
decision making. The simple observation that organizations are surprisingly quick to repeat
actions, seemingly before validating their efficacy, thus connects to fundamental questions of
decision making in organizations.

Suppose we subscribe to the view that momentum strategies are real and occur as a result
of commitment processes in the absence of outcome information. If so, when are momentum
strategies most likely? A possible set of conditions is that consequences are remote in time, have
complex attribution, or have ambiguous evaluation criteria. However, even under such
conditions organizations may use higher level strategies such as inferential strategies, so added
conditions may be needed. Momentum strategies are simple and require low level of rationality,
and one may speculate that they exist when the cost of more complex actions is high. Notably,
because momentum strategies tend to extend strategic commitments already made, they are
likely to be found in organizations in which the dominant coalition of managers has reached a
strategic truce that is difficult to alter (Cyert & March, 1963). Such organizations will either
follow their current strategy or incur high renegotiation costs, and may display significant
momentum as a result.

The view of organizations as locked into a strategic truce may be an extreme interpretation
of momentum strategies. Instead, we may consider whether environmental characteristics
influence the prevalence of momentum strategies relative to higher-level strategies. Confusing
environments do not generate outcome information that clearly tells managers that the current
actions are flawed; as a result they may result in significant momentum. Resource rich

environments generate outcomes that are positive on an absolute scale, though they may still be
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negative relative to other organizations with even higher performance. If the organization

engages in little comparison or the variance of positive outcomes across organizations is not
great, it is likely to become locked into its initial choices (Levinthal & March, 1981). Thus
momentum strategies are likely to be prevalent in environments that do not generate information
that triggers the higher-level strategies. This suggests the possibility that firms in new industries
are especially prone to momentum strategies because they operate in an environment with scarce
and noisy information, and with short histories that give little data to compare information on

performance that they may receive.

Feedback strategies

Feedback strategies continue and extend current actions when they are associated with
successful outcomes and try alternatives when current actions are associated with unsuccessful
outcomes. These attributions may be incorrect, as organizations can easily fall into traps of
superstitious learning if actions they take coincide with positive or negative feedback that occurs
for unrelated reasons (March, 1981). However, for organizational decision making it is the belief
in a connection between action and feedback that matters rather than the actual causal link.
Feedback strategies have been central in the bounded rationality view of organizations since
Cyert and March (1963) defined problemistic search. Problemistic search is search for solutions
to specific problems, and is characterized by simple rules of initially searching in the vicinity of
the problem and the current actions, and gradually expanding search if solutions satisfying the
performance criteria are not found.

There is now a significant record of findings showing feedback strategies across a range of
behaviors (Gavetti, Greve, Levinthal, & Ocasio, 2012; Shinkle, 2012). When performance is

below an aspiration level set by the performance of others or its own past, organizations engage
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in mergers and acquisitions (Haleblian, Kim, & Rajagopalan, 2006), as well as change their
market position (Greve, 1998; Park, 2007), growth rate (Desai, 2008; Greve, 2003b, 2008), pace
of innovation launches (Giachetti & Lampel, 2010; Greve, 2003a), and strategic orientation

(Audia, Locke, & Smith, 2000; Lant, Milliken, & Batra, 1992). Conversely, they maintain

current practices when the performance is above the aspiration level. The evidence is particularly
strong for behaviors that are consequential for the organization and controllable by top
management, suggesting that the assumption that changes are made to solve problems is correct.

There is also evidence that performance on goals that affect lower levels of the
organization affect behaviors closely related to those goals. A line of work on organizational
accidents has shown clear effects of the past accident record consistent with a feedback strategy
(Baum & Dahlin, 2007; Desai, 2010; Madsen & Desai, 2010), and similar relations between
lower level goals and outcomes are obtained on quality (Rhee, 2009), personnel practices
(Massini, Lewin, & Greve, 2005), and division-level innovations in diversified firms (Gaba &
Joseph, 2012). Thus feedback strategies are not just associated with top management, they also
scale to lower levels of the organization.

The sources of feedback strategies have been discussed by many authors. The original
explanation in the behavioral theory of the firm involves organizations handling goal conflict and
uncertainty by setting aspiration levels for goal variables rather than making tradeoffs among
them, leading to a process of shifting attention among goal variables depending on which goal is
below the aspiration level (Cyert & March, 1963). This leads to search for solutions when the
performance is below the aspiration on a goal, and to stability when it is above. Taking a broader
adaptive view, sampling the performance associated with different behaviors can be seen as a

basic learning procedure that seeks rewarding behavioral patterns by repeating actions that
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preceded good outcomes and avoiding actions that preceded poor outcomes (Denrell, 2005;
Denrell & March, 2001). Individual level explanations range from simple behavioristic notions

of reward-seeking to more sophisticated processes of forming impressions through sampling
behaviors and updating beliefs until a clear ranking has been achieved (Fiske & Taylor, 1991). A
final explanation involves risk taking. An increase in risk propensity as a result of performance
below the aspiration level is seen in individual behaviors (Kahneman & Tversky, 1979; Lopes &
Oden, 1999), and has been found in organizations as well (Fiegenbaum & Thomas, 1988; Miller
& Chen, 2004).

The conditions that make feedback strategies more likely can be specified in contrast to
those making momentum strategies likely. Whereas a lack of outcome information makes
momentum likely, easily available outcome information encourages feedback strategies because
feedback strategies require outcome information that can be attributed to earlier actions. More
established industries and especially industries with easily available information for comparing
firms should thus see much use of feedback strategies (e.g., Greve, 1998). But there are also
some complications. First, feedback strategies require that the decision makers are in a proactive
problem-solving mode rather than a defensive self-enhancement mode. There is sufficient
evidence to suggest that self-enhancement interferes with feedback strategies, and this is
especially likely if the decision maker is under self-threat and has high latitude to reinterpret the
low performance (Mishina, Block, & Mannor, 2012). Also, feedback strategies are naturally
backward looking, and it has been suggested that they can be replaced by inferential or
anticipatory strategies if there is sufficient information to support planning (Gavetti & Levinthal,
2000). However, the strong evidence on feedback strategies from a broad range of contexts and

behaviors suggests caution in limiting their scope much.
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Inferential strategies

Inferential strategies are sensitive to information, just as feedback strategies are, but differ
in that the information is not a direct success or failure signal regarding the organization's own
actions. Instead, inferential strategies are built on interpreting events relating to other
organizations as relevant to the focal organization's actions. The inference is not necessarily
conscious and calculative. In fact, the best-studied inferential strategy is legitimation of
management practices and organizational structures as they diffuse through an organizational
field (DiMaggio & Powell, 1983). In this case, it is argued that the mechanism underlying the
behaviors is not calculative rationality, but rather that the sheer frequency of instances observable
to organizational actors or potential entrepreneurs create cognitive structures that make a specific
action more salient. The wording inferential strategy is still valid as long as we keep in mind that
it can be rote inference along the lines of "common things are good", which occurs prior to the
point of choosing among the alternatives that enter the choice set as a result of their frequency.
Thus inferential strategies include strategies that vary in the type of inference made and the
complexity of the relation from an event to the organizational response.

It helps to start the discussion by the simplest form of inferential strategy, which is
displayed in mimetic adoption of practices. Imitation of other organizations is a well-known
phenomenon, and the best-known theoretical treatment treats it as a form of collective rationality
(DiMaggio & Powell, 1983): organizations facing uncertainty on the best practice imitate others
in order to find solutions with acceptable performance and little expense (see also Crawford &
Knoer, 1981; Cyert & March, 1963). The inference behind the imitation is that there is
information about the quality of alternatives in the choices of other organizations. This idea has

since been formalized in a rational choice framework, which has yielded the insight that this
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information quickly disappears when others also imitate because the mimetic process drives out
the information content of the initial actions (Bikhchandani, Hirshleifer, & Welch, 1992). Thus
inference occurs, but its informational basis is tenuous. Much research has examined mimetic
behaviors, and has documented that it is found in actions that matter for organizational goal
achievement, such as organizational structure (Burns & Wholey, 1993; Lee & Pennings, 2002),
market entry and exit (Greve, 1995; Haveman, 1993), plant localization (Henisz & Delios, 2001),
and production technologies (Greve, 2009; Levin, Levin, & Meisel, 1987).

If some form of inference is behind these learning patterns, then a number of predictions
beyond imitation of frequent behaviors also follow. Many of these have been tested and
supported. If an adopting firm does well afterwards, it is more likely to be imitated by other
firms (Haunschild & Miner, 1997). If the new practice performs poorly, the imitation is slowed
down when outcome information becomes available (Gaba & Bhattacharya, 2011). Indeed,
failures generally have strong effects on other firms, as firms tend to avoid the specific actions of
firms that have failed or undergone crises and also engage in more complex forms of inferential
learning in response to failures (Kim & Miner, 2007; Miner, Kim, Holzinger, & Haunschild,

1999). Conversely, imitation is driven by a higher assessed value after observing others adopt
(Rao, Greve, & Davis, 2001).

We can also find inferential strategies that appear to reflect more complex inferences than
those involved in imitation. Here, some more caution is in order because the researcher is
making inferences about inferences, often with less systematic data than what a typical study of
imitation has. There are still findings that give interesting leads. Gavetti and Rivkin (2007) report
on how the search engine firm Lycos made a strategic reorientation after integrating information

on its own lack of success and the growth of Yahoo!, and using this information to make
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inferences on the best strategic position. Wal-Mart appears to handle anti-chain store protests
through a procedure of filing store proposals and gauging the extent of protests before deciding
whether to open a store (Ingram, Yue, & Rao, 2010). The Wal-Mart case is especially interesting
because Wal-Mart not only interprets information; it also uses proposals as a probing mechanism
to generate information useful for making inferences.

Inferential strategies require managers to be open to environmental stimuli and fairly
unconstrained in the ability to make changes. The prevalence of inferential strategies in new
industries and during major technology changes is thus not surprising; such events are associated
with substantial uncertainty on the best action, leading managers to rely on inference from
observation of others (Aldrich & Fiol, 1994; DiMaggio & Powell, 1983). In new industries, an
additional source of flexibility is the relative youth of the firms that participate, which gives them
lower commitment to past strategies and less rigid structures (Barron, West, & Hannan, 1995).
Inferential strategies may be limited by inability to observe what others do, as seen in the late
adoption of highly successful innovations by firms that are located outside geographical clusters
of similar firms (Greve, 2009), ultimately leading to a less friendly environment for firm

founding and growth outside clusters (Audia, Freeman, & Reynolds, 2006).

Anticipatory strategies

Anticipatory strategies involve prediction of the actions of others and choice of actions that
respond optimally to this prediction. This is the highest level of rationality among our behavioral
strategies. It includes rational choice based on the rewards of different alternatives, as well as
game theoretical ideas of actions taken when other actors and the focal actors reciprocally
influence each other's outcomes. Although anticipatory strategies are clearly associated with

rational choice, they can be compatible with bounded rationality and learning. Learning in games
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is an active research tradition, and there are suggestions that game structures differ in the extent
to which learning leads to optimal choice of strategy (Camerer & Ho, 1999; Crawford, 2001;

Erev & Roth, 1998), just as the adaptation research has found that "reward landscapes" differ in
the extent to which learning leads to optimal choices (Kauffman, 1993).

One area of research that has produced evidence of anticipatory strategies is work on
mutual forbearance among firms that meet each other as rivals in multiple markets. There is
much evidence that firms with multimarket contact forbear against competing, as seen through
higher prices to the customers (Evans & Kessides, 1994; Hannan & Prager, 2004) and in higher
profits and lower exit rates for the multimarket firms (Barnett, 1993; Barnett, Greve, & Park,
1994). These findings are indicative of anticipatory strategies because mutual forbearance
involves an expectation that it will be reciprocated, but they may also be results of learning.
Indeed, there is evidence that firms with multimarket contact do not consistently respond as
predicted by the theory, suggesting different knowledge of this strategy or some other source of
heterogeneity in responses (Smith & Wilson, 2001).

Although there is some evidence of anticipation in showing that firms with multimarket
contact act to exploit the opportunities that this structure gives, it would be stronger evidence to
find that firms establish in ways that set up multimarket contact with others. This would be a
two-step strategy that first establishes a market structure that in turn will be used to weaken
competition. In fact, market entry patterns are consistent with the seeking out of multimarket
contact, so this level of anticipation is also shown (Baum & Korn, 1996; Fuentelsaz & Gomez,
2006; Haveman & Nonnemaker, 2000). There is even evidence that firms compete more strongly
than mutual forbearance suggests when there is a lower chance that their competitors will detect

it, so they rationally cheat (Greve, 2006).
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There are also other forms of anticipatory strategies. Network research has produced
evidence that firms apply anticipatory strategies of seeking out network positions that in turn will
give them higher returns. A simple version is when firms seek out collaborations with individual
partners with resources that are needed for a productive collaboration (Gulati & Gargiulo, 1999).
Although the main thrust in alliance research has been investigation of the momentum strategy of
relational embeddedness, the resource compatibility finding has been verified a number of times
(Mitsuhashi & Greve, 2009; Rothaermel & Boeker, 2008; Vissa, 2011). One might argue that this
is a fairly simple form of anticipatory strategy, as managers need only direct observation of what
resources they lack and what resources other firms have at hand in order to pursue collaboration.
But more complex anticipatory strategies are also seen in network research.

A position in the network that allows brokerage between otherwise separated organizations
permits the focal organization to benefit from superior information access and ability to identify
and assemble beneficial exchange opportunities (Burt, 1992). This is a complex strategy because
it requires some understanding of the network structure, and it is difficult to implement if many
others also pursue the same strategy (Buskens & van de Rijt, 2008). If this anticipatory strategy
is in use, organizations with low access to brokerage opportunities may be expected to seek
better access, while organizations with better opportunities will seek to protect their current
position. In fact, upward striving of low-access organizations has been documented empirically
(Baum, Shipilov, & Rowley, 2003; Ozcan & Eisenhardt, 2009), while high-access organizations
seem tolerant of ties with those in less favorable positions (Baum et al., 2003; Shipilov, Li, &
Greve, 2011). The reason for this asymmetry may be that the best connected organizations have
relatively enduring status positions that allow them to extract benefits from relations with others

(Castellucci & Ertug, 2010), so the stakes are lower for them than for the low-status
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organizations. Also, there is evidence indicating attempts to protect high-access positions at the
intra-organizational level (Zaheer & Soda, 2009). The asymmetry is still a puzzle that calls for
further analysis, and resolution of it may help researchers understand the level of anticipation
that actually enters into this strategy. More generally, understanding anticipatory strategies in
networks are important because these strategies have important consequences for network
evolution, and specifically for whether brokerage positions can be maintained or will be diluted
by others who are also seeking brokerage positions (Buskens & van de Rijt, 2008).

Anticipatory strategies are the highest level of decision making if we view the organization
as a stylized decision maker, which is a good reason for asking what conditions make such
strategies likely for boundedly rational decision makers. For strategies that require some joint
action by participating actors, like mutual forbearance, the question is even more salient than for
strategies that can be done unilaterally by a focal organization, such as network tie ififiation.
these strategies are observed, at least as seen through organizational behaviors. Because they are
based on repeated interaction, there is some potential for learning mutual forbearance strategies
gradually, and also for hidden communications among firms engaged in alliances and consortia
(Scott, 1993; Wernerfeldt, 1985). For anticipatory strategies that require one-shot identification
and exploitation of an opportunity, like moves to obtain favorable positions in interorganizational
networks or investments in uncertain technologies, insight and analytical making may be
required (Gavetti, 2012). Although there is not enough evidence on anticipatory strategy to serve
as a foundation for speculation on the conditions, it is likely that anticipatory strategies occur
under some subset of the conditions that yield inferential strategies. What is needed in addition is

recognition that the organization is acting as a member of an interdependent ecology of others,

% Actual tie initiation is a dyadic event where the tie recipient accepts the approach, but seeking ties with high-
resource others can be done unilaterally.
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which may be easier in a small-numbers situation. This condition is important because

unrecognized interdependence will lead to different behavioral strategies (March, 1981).

Multiple Strategies

One might ask whether organizations apply a range of different strategies instead of just
one. Answering that question at the level of individual organizations requires careful tracing of
the actions of each one, which would be an onerous task, but with significant potential for
interesting findings. It is easier to test whether a blend of strategies can be detected in a
population of organizations. Such a finding does not necessarily imply that each member of the
population applies a blend (there may be different strategic types present), but it shows co-
existence in the population and suggests that blending at the organization level is possible. Some
studies have tested for different strategies, which has given interesting findings.

In work on mutual forbearance, studies of whether firms establish additional contacts with
each other as mutual forbearance theory predicts have also looked for the presence of simpler
behavioral strategies that could also explain the entry behavior. Some studies have found that the
anticipatory strategy of multi-market contact has additional explanatory power controlling for the
inferential strategy of entering where others do and the momentum strategy of extending past
entry patterns (Greve, 2000; Haveman & Nonnemaker, 2000; Korn & Baum, 1999). In these
studies, the lower-level strategies explain the data well, but there is additional explanatory power
by the anticipatory strategy. A similar hierarchy of testing is often seen in network studies, where
the momentum strategy is taken as a baseline when testing for inferential or anticipatory
strategies (e.g., Powell et al., 2005; Rothaermel & Boeker, 2008). There too momentum
strategies are found to have strong explanatory power, but inferential and anticipatory strategies

have additional explanatory power. The findings point strongly toward either a blend of
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strategies in a population or use of multiple strategies by individual organizations.

The suggestion that organizations might be applying multiple behavioral strategies is
intriguing because it matches one of our intuitions about organizations. As complex systems
composed of multiple individuals and multi-person, temporally dispersed decision opportunities
(e.g., Cohen, March, & Olsen, 1972), they can incorporate multiple paths from a given set of
internal and external states to a set of outcomes. Sometimes they show evidence of anticipatory
strategy because there is one decision maker or a decision-making group that makes a strategy
and ensures implementation. Sometimes they show evidence of simple momentum strategies
because actions set in motion commitment processes that influence subsequent actions in ways
that the decision makers do not fully understand. Creeping commitment and anticipatory
thinking can coexist, and so can the other behavioral strategies mentioned here. The tendency to
focus on only one of these in a given research stream likely reflects deliberate (i.e., parsimony)
or inadvertent (i.e., a narrow paradigm) limitations in the research rather than features of the

organizations that are being studied.

Behavioral Strategies and Decisions

| have outlined these behavioral strategies by drawing on examples of systematic behaviors
shown by organizations. This approach is similar to how Cyert and March (1963) built a set of
concepts and relations through examination of data. It maintains the commitment to empirical
observations in theory testing and refinement that is intrinsic to management research, and
ensures that each behavioral strategy has a firm empirical footing. The comparison ends there;
these four strategies lack the texture that Cyert and March (1963) provided, and are mostly a
scaffolding for building future research. There are substantial theoretical and empirical gaps to

be filled, and the exercise of going through these behavioral strategies may have been useful for

21



pointing out what some these gaps are.

First, we tend to think of organizational behaviors as resulting from decisions, so if we are
able to document a systematic set of behaviors, a reasonable next step is observation of the
decision making processes that produce them. At least a stylized model of decision-making
processes or decision-maker cognitions that produces the outcomes can be worked out for each
of the four behavioral strategies, and in some cases evidence for the process is also found, as in
some work on feedback strategies (Audia et al., 2000). In the cases lacking direct evidence on
the process, there remains the question of whether a stylized individual decision maker is enough
to understand how the behavioral strategies are generated. A fuller theoretical account would also
have an aggregation process that explains the transition from individual through group to
organizational decision making. An example is the work on feedback strategies that has
established a similarity between organizational changes and individual risk taking, and also
developed theory on how the individual risk preferences are preserved in group decision making
and combined with organizational search processes (e.g., Greve, 1998: 82-84). This additional
step represents integration rather than just reasoning by analogy across levels of analysis, thus
giving a more complete theoretical structure.

Because these behavioral strategies are robust empirically, and possibly distinct in their
implications for organization level processes, the aggregation from lower levels of analysis to
organization level behavioral strategies has substantial theoretical and empirical interest. Indeed,
it is fair to view the aggregation step as essential for a microfoundation (Felin & Barney, 2013),
because micro-assumptions are interesting to the extent that they produce higher level
predictions. In doing so, however, it is important to keep in mind two features of such attempts to

explain links between theory and evidence at a higher level of analysis to theory at a lower level

22



of analysis. First, disaggregation through stepping from a macro theory to micro foundations
brings up the question of uniqueness of the disaggregation, as one may find multiple micro
models that produce the same macro result. A classic example is the multiple micro models that
produce the exact same paths of diffusion of innovations (Bartholomew, 1982). This is why
disaggregation cannot just be a theoretical exercise; it needs to be followed with a comparative
testing of the potential explanations for the macro model. Second, disaggregation requires
making specific assumptions on how the micro decisions and macro outcomes link, and these

may result in theory that it is less generalizable than the original macro model.

Additional Behavioral Strategies

Are there other behavioral strategies as well? It makes sense to ask this question, especially
because these strategies were identified by induction from empirical work and are not
constructed as a set of logically exhaustive categories. Two types of extensions of this scheme
can be made. The first is that subdivisions of these strategies can be made through refinement of
their definitions. This step is always possible, as any categorization scheme can be altered to fit
the purpose of a researcher. In choosing the fineness of this categorization, the benefits of the
added precision need to be weighed against the costs of potentially lower ability to compare
across different literatures. | chose a high-level categorization because these four behavioral
strategies offer a comparative view across different literatures and appear to have distinct
implications for organizational decision making.

The second is that qualitatively different behavioral strategies may be identified and added
to these four. The strategies identified here do not come close to exhausting the set of logically
possible strategies, leaving abundant room for discovery of additional strategies. Discovery of a

strategy through empirical observation requires only that a strategy can be identified from
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systematic observation of organizations and shown to have a definition that is not already
covered by these four. Because organizations have a broad range of behavioral patterns, there is a
good chance that further work can add to this repertoire of strategies.

Discovery of one or more additional strategies may also lead to a finer classification of the
behavioral strategies. Here, the categorization mainly relies on the observation that they can be
ordered through the degree of intentionality and anticipation involved, and hence represent
different levels of rationality for the organization (metaphorically speaking, as the concept of
rationality does not fit collective actors such as organizations). One may speculate that other
dimensions of classifications such as the type of information used in each strategy may prove

informative.

Alter native Microfoundations

Because there are different forms of microfoundations, management theory cannot be
reduced to a single set of microfoundations. Ideas on levels of analysis, mechanisms, and actor-
hood are in principle independent pieces that can be assembled in multiple ways. Not all the
potential assemblies are equally appealing to scholars. For example, scholars with a high-
cognition view of the individual sometimes criticize or seek to modify evolutionary accounts
(Felin & Foss, 2011; Gavetti, 2005), which may reflect a view that evolution as a preferred
mechanism is incompatible with individual actor-hood. Seen this way, the conflict may be more
apparent than real because it is mainly a matter of how the current evolutionary explanation
handles individual actor-hood; not whether these conceptions can be combined. However, the
critique can also reflect a view that the evolutionary mechanism is less preferable than
mechanisms that give individual cognitions a greater role. Seen this way, the conflict is real

because it is a choice between different preferred theoretical mechanisms, not a comment on the
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esthetics of placing thinking individuals into an evolutionary framework. Clarity about the stakes
in discussions on individual cognition versus evolutionary mechanisms thus requires a statement
of what type of microfoundation is being discussed.

It follows that the most relevant comparisons of behavioral strategies are with
microfoundations concerning alternative theoretical mechanisms at the meso level. Here the
closest alternative is clearly the view that combines the evolutionary mechanism with
organizational routines as a fundamental building block (Nelson & Winter, 1982; Zollo &
Winter, 2002). Superficially routines resemble behavioral strategies, but they are typically at a
more micro level of analysis and more specific in content. However, at a deeper level routines do
the organizational work while behavioral strategies modify it. Routines involve evolutionary
theorizing, which has a greater selection component than the learning-based explanations in the
behavioral strategies that have been discussed here. Thus there are differences in the preferred
mechanism in the theoretical explanation. However, the contrast between these two views should
not be exaggerated. There is a substantial literature invoking learning mechanisms that takes the
routine as its basic unit of analysis (e.g., Becker, 2008; Feldman & Pentland, 2003; Pentland &
Rueter, 1994). Learning explanations have been integrated comfortably into work taking an
overall evolutionary view (Barnett et al., 1994; Barnett & Hansen, 1996; Winter & Szulanski,
2001). Although this is a broad characteristic that does not do full justice to the interface between
the routines view and the behavioral strategies view, the difference often boils down to routines
being fundamental to capabilities and hence what organizatordo, while behavioral
strategies modify choices and hence what organizaseskso do.

An alternative comparison is with microfoundations centered on individual thinking and

action. This would fit recent calls for microfoundations at this level (Felin & Foss, 2005; Gavetti,
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2005), but is more complicated because there are multiple forms of individual level
microfoundation and multiple versions within each form. An assertion of individual actor-hood is
compatible with the behavioral strategies view, which allows individual actor-hood while

focusing on organization level explanations. A prescriptive to prefer the individual level of
analysis is in conflict with the behavioral strategies view because behavioral strategies describe
what organizations do rather than individuals. Organizational scholars will be comfortable
choosing the behavioral strategies position to the extent that they think that the field is defined by
an interest in discovering and explaining regularities in organizational behavior. There is still
room for overlap and communication between the individual level of analysis and the behavioral
strategies view because scholars interested in the individual level of analysis are usually engaged
in a reductionism step: they want to explain behaviors at a higher level of analysis by a
mechanism at a lower level of analysis. Reductionism requires a higher-level behavior to explain,
however, which in an empirically oriented science like management needs to be systematic
patterns of behavior like the behavioral strategies described here. Although proponents of the
individual level of analysis will find these behavioral strategies to be incomplete theoretical
accounts, they depend on the behavioral strategies for observations and puzzles for their
preferred form of theoretical account.

A question that follows naturally is whether the step of reducing to a set of lower-level
(possibly individual) micro foundations is needed to complete the theoretical explanation. Here
scholars have different views, and these correspond to a broader debate in the sciences on the
limitations of reductionism. The ability to reduce a phenomenon to a lower-level set of rules and
some simple aggregation principles is often very insightful; for example a routine based view of

firms can be seen as a reductionist explanation of firm capabilities that implies certain
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predictions (Nelson & Winter, 1982). However, the statement that reducing a higher level
phenomenon to lower level mechanisms is desirable does not imply that reductionism is always a
goal: some phenomena that can be understood well at one level may not be possible to reduce
meaningfully. These typically come into the category of phenomenaeméigent properties,

meaning that there are interactions among parts that can only be faithfully modeled at the higher
level. For example, the interpretation and story-telling processes that have been suggested as a
mechanism contributing to organizational momentum (March et al., 1991) may be emergent
properties that occur at the level of the organization. Many institutional phenomena are emergent
properties that involve interactions of complex institutional roles or cultural mechanisms of
causation (Jepperson & Meyer, 2011). In such cases, attempts to build a reductionist explanation
typically involve simple individual agents with aggregation rules that are so complex that they
essentially mimic the emergent property. This is not a true reductionist explanation, as
reductionism relies on drawing insights from the combination of the properties of the individual
agent and a simple rule for aggregating behaviors. A true reductionist explanation may not exist
for phenomena with emergent properties (e.g., Gould, 2003: 222-224). Thus the correct
microfoundation for any phenomenon, including these behavioral strategies, is one that reduces
until the top layer of emergent properties, but no further. The correct level of analysis is found in
the course of research rather than specified as a theory-building directive.

These considerations are important for attempts to build microfoundations for organization
theory and strategy because they clarify the task facing the researcher. To make the point even
clearer, consider why rational choice has been adopted as the primary mode of explanations by
so many scholars in economics and related fields. Is it because full rationality is such a good

model of individual decision making? The empirical shortcomings of this model are well known
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by now, and suggest a negative answer to this question. A potential reply, used by many, is that
full rationality is good enough as a first approximation. But the same would be true of many
other models, including empirically supported ones such as prospect theory (in the context of
risk taking), so that is not an acceptable answer either. The charm of rationality does not lie in its
micro-assumptions on the individual decision maker, but rather in the ease of melding them with
aggregation principles that readily produce predictions, often non-obvious ones. In current
scholarship, rational choice remains popular because of game theory, not the other wa¥ around.
This means that new microfoundations require the equivalent of a game theory, that is, a
set of aggregation principles explaining how individual actors interact to produce a set of non-
trivial predicted behaviors. Thus, Van de Ven'’s (2013) call for theory built on assumptions of
reasonable behavior is viable to the extent that it can be matched with aggregation principles that
generate macro predictions from its micro assumptions, and Van de Ven (2013) makes some
suggestions on how this can be done. The most promising may be the similarity with the logic of
appropriateness as discussed in political institutionalism (March & Olsen, 1989). Foss and
Lindenberg (2013) face the same challenge when they advance goal-framing theory as a potential
microfoundation, thus proposing a psychological anchor as well as deriving implications for
value creation. However, in both of these treatments the aggregation principles lack the
combination of specificity in approach and generalizability across contexts that a framework
such as game theory offers. This may be a necessary cost of realism in the microfoundations, but
it could also be a shortcoming that can be overcome with further theorizing.

Both proposals need a reply to the critique leveled by Winter (2013): microfoundations

* Indeed, game theory is now less dependent on rationality because of new modeling frameworks such as
evolutionary games (Samuelson, 1997) and games with learning (Fudenberg & Levine, 1998). The window of
opportunity for papers criticizing rational choice is narrowing, as they are losing relevance as a result of the
diminished role of individual rationality in formal theory building.
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may need to include a decision maker who uses different decision-making modes (habit, impulse,
or deliberation) at different times. Indeed, we might need more decision-making modes than
those described by Winter (2013), as rational and reasonable decision making are both
deliberative, but differ significantly from each other. Thus the theory might need conditions on
the scope of each set of microfoundations so that predictions involving deliberation, for example,
are only made when the individual indeed deliberates. But that seems like an awkward solution
compared to the alternative of making theory that does not attempt to build from the decision
maker up, but rather has a set of aggregation principles on how an organization of flexible
decision makers would act. As rational choice theory has shown, shortcomings in the
microfoundations can be overcome by good aggregation principles. Thus we are left with the
puzzle of whether the key step in building microfoundational theory is the formulation of the
microfoundational assumptions or the formulation of the aggregation principle that produces

more macro level predictions.

Conclusion

This proposal for behavioral strategies as a microfoundation in management does not
create a new microfoundation, nor does it aim to do so. Behavioral strategies are already being
investigated with considerable excitement by multiple communities of scholars. It is still
important to identify and name this movement, because doing so opens up new opportunities.
The separation of different communities of scholars who study the same behavioral strategies
holds back research by making it less cumulative. Thus it is by design that the behavioral
strategies examined here have examples from different research traditions that are viewed as
separate, such as the work on momentum and on relational embeddedness. Although the work

within each behavioral strategy encompasses a range of approaches, there are overlaps in the
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basic approach and findings, and it can benefit from more explicit comparison and dialogue. For
someone contributing to research in any of these behavioral strategies, knowing that multiple
research traditions are working on the same broad topic is an opportunity for richer comparison
of findings and assembly of ideas to build new theory.

The second opportunity lies in the extensions and comparisons of behavioral strategies that
can be done when a set of them are proposed. If we are interested in how organizations adapt,
then it helps to investigate the relative occurrence of different behavioral strategies and to
explore their adaptive implications. If we are interested in how individual cognition and choice
influences organizations, then a serious examination of how the observed behavioral strategies
may be linked to lower level processes is in order. Everything starts by knowing the behavioral
strategies, however, and even at this basic level we still have much work to do. Research on
behavioral strategies thus presents opportunities for researchers across a wide spectrum of
interests. It is a movement that has not yet been identified and formulated clearly enough to
crystallize around a common agenda, but it seems to be getting close. If this essay can help

identify, focus, and encourage research on behavioral strategies, its goal will be met.
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