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Multiple Category Memberships
in Markets: An Integrative Theory

and Two Empirical Tests

Greta Hsu
University of California-Davis

Ozgecan Kogak
Sabanci University

Michael T. Hannan
Stanford University

This article examines the effects of market specialization on economic and social

outcomes. Integrating two perspectives, we explore why products that span multiple

categories suffer social and economic disadvantages. According to the audience-side

perspective, audience members refer to established categories to make sense of products.

Products that incorporate features from multiple categories are perceived to be poor fits

with category expectations and less appealing than category specialists. The producer-

side view holds that spanning categories reduces one's ability to effectively target each

category s audience, which decreases appeal to audience members. Rather than treating

these as rival explanations, we propose that both processes matter and offer a

systematic, integrated account of how penalties arise as a consequence of audience-side

and producer-side processes. We analyze data from two dissimilar contexts, eBay

auctions and U.S. feature-film projects, to test the central implications of our theory.

Together, these tests provide support for our integrated approach and suggest that both

processes contribute to the penalties associated with category spanning.

In markets, as in all social domains, actors
rely on systems of categories to interpret
experiences. Category systems appear as social
facts: they set rules about market boundaries and
tell what appropriately lie within those bound-
aries. These shared understandings stabilize a
market by channeling perceptions and actions
in predictable ways. At the same time, they
shape and constrain market dynamics by deter-
mining how market actors understand and nego-
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tiate their social worlds. Given this premise, it
should come as no surprise that sociologists
are interested in what happens when actors chal-
lenge these neat partitions among categories
by taking actions that attach them to multiple
categories.

Recent research on this topic builds on the
insight that generalists—those who establish
associations with multiple categories—suffer
social and economic disadvantages. It has been
shown empirically that spanning categories has
negative consequences: category spanners
receive less attention and legitimacy and have
lower chances of success and survival (Dobrey,
Kim, and Hannan 2001; Zuckerman 1999).
However, distinct research traditions provide
divergent rationales for such penalties. Two
basic perspectives have emerged.

The first view, dominant in new institution-
alism and the sociology of markets, holds that
external actors use implicit, or even explicit,
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threats of social and economic sanctions to pres-
sure producers to conform to categorical codes
(DiMaggio and Powell 1983; Meyer and Rowan
1977; Podolny 1993; Scott 2001; White 1981).
Audiences rely on category boundaries to iden-
tify and make sense of producers. Producers
that participate in multiple categories tend to be
either ignored (Zuckerman 1999) or explicitly
devalued (Hsu 2006; Polos, Hannan, and Carroll
2002; Rao, Monin, and Durand 2005). When
categories are oppositional (Carroll and
Swaminathan 2000; Zuckerman and Kim 2003)
or involve moral imperatives (Douglas 1966;
Durkheim [1912] 1965), category spanning vio-
lates cultural codes and, therefore, meets with
sharp punishment. Even for less sharply
opposed categories, however, this perspective
stresses that the threat of external punishment
presents a significant barrier to participation
in multiple categories (and the associated roles).

These arguments generally build on the
assumption that actors’ attributes and skills can
be decoupled from their positions in a social
structure. Outsiders cannot observe quality and
skill in many contexts, so they often rely on
signals such as past experience (Zuckerman et
al. 2003), status (Gould 2002; Podolny 1993),
and social ties (Faulkner 1983; Stuart, Hoang,
and Hybels 1999) to make inferences. Because
such observables do not necessarily map close-
ly to underlying attributes, reliance on observ-
ables often gives distorted perceptions of actors’
attributes. Such decoupling is a main reason
offered for the negative consequences of mul-
tiple-category membership: when those who
control resources infer ability from experience
and assume that different categories demand
different combinations of abilities, participa-
tion in multiple categories is seen as indicating
a lack of expertise in each category, even if this
is not actually the case.

A second perspective relates category span-
ning to the development of the capabilities that
generate appeal to an audience (“quality”). Here,
it is argued, category bridgers often fail to devel-
op the capabilities to excel in any category.
Participating in multiple categories disperses
focus and effort. Because tastes differ among
audiences attached to different categories, the
qualities needed to appeal to one category dif-
fer from those needed for other categories. As
aresult, category spanning reduces one’s appeal

within each targeted category (Hannan, Carroll,
and Pélos 2003).!

Although these perspectives are not anti-
thetical, research generally adopts one or the
other. This tendency may be viewed as part of
the larger challenge of distinguishing between
audience-side and producer-side accounts of
outcomes. As Zuckerman and colleagues
(2003:1022-23) observe,

The difficulty of adjudicating between typecasting
and processes based on underlying skill differ-
ences represents in microcosm the larger chal-
lenge faced by structural sociology: to demonstrate
that structural position can have causal force
although occupancy of a particular position is, at
least in part, endogenously determined by endow-
ments and preferences.

Although these issues have been noted, no bal-
anced, systematic treatment of a two-sided
process of multiple category memberships has
yet emerged. We tackle this challenge by pro-
posing in this article a theory of multiple-cate-
gory memberships in markets that highlights
both sides of the market interface. We concep-
tualize a producer’s niche in terms of both audi-
ence perceptions and producer actions. Our
argument departs from standard practice in ana-
lyzing categories and niches. We explicitly intro-
duce the possibility that memberships in
categories can be partial and that producer nich-
es in a space of categories can also be partial
(i.e., can include categories in varying degrees).
This means that we treat categories and niches
as fuzzy sets. This analytical strategy yields a
new perspective on the problems of category
spanning.

We offer empirical tests of key implications
of our theoretical conception of category span-
ning, drawing from two dissimilar contexts:
U.S. feature-film projects and eBay auctions. In
the context of films, we can observe appeal to
audiences. We examine how the diversity of
genres that critics and audience members asso-
ciate with a film affects its appeal and success

! In volatile contexts, generalism might actually
prove beneficial, as it entails spreading risk across
diverse, uncertain categories (Hannan and Freeman
1977, 1989). However, the basic dynamic remains:
producers, across all types of contexts, suffer some
reduction in performance when they choose to span
categories or are perceived as doing so.
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at the box office. In the case of eBay, we com-
pare sellers who auction goods in multiple cat-
egories with those who focus on one category.
In this context, audience members can observe
producers’ engagement without any intermedi-
ation, which allows us to test hypotheses about
producer-side processes directly. Moreover, we
can identify categories within eBay where audi-
ence-side processes operate with more force.
This allows us to investigate the coexistence of
effects from both sides of the market interface.
Together, these tests provide support for the
central implications of an integrated conception
of audience-side and producer-side dynamics.

AUDIENCE EVALUATIONS OF
MEMBERSHIP IN FUZZY
CATEGORIES

We analyze the implications of membership in
multiple categories by integrating two theories
advanced by Hannan, P6los, and Carroll (2007):
a theory of (fuzzy) categories and a theory of
(fuzzy) niches. Consistent with the classical
sociological notion that social identity is grant-
ed by external agents, Hannan and colleagues’
theory of categories holds that audience mem-
bers grant a producer’s membership in a cate-
gory. These audiences are collections of agents
who possess an interest in the producers or their
products and who control important material and
symbolic resources the producers need to thrive.
Relevant audiences generally include diverse
types of agents, such as potential consumers,
investors, and employees, as well as certifica-
tion agencies, government institutions, critics,
and analysts.

Audiences assess category membership using
schemas they associate with category labels.
An agent’s schema for a category label tells
what it means to be a full-fledged member of
that category. Such a schema details what fea-
tures matter for category membership and what
values of those features are consistent (or incon-
sistent) with membership. Murphy (2004:47)
summarizes the core idea:

A schema is a structured representation that divides
up the properties of an item into dimensions (usu-
ally called slots) and values on those dimensions
(fillers of the slots). ... The slots have restric-
tions on them that say what kinds of fillers they can
have. ... Furthermore, the slot may place con-
straints on the specific value allowed for that type.
... The fillers of the slots are understood to be com-

petitors. . . . Finally, the slots themselves may be
connected by relations that restrict their values.

One of our empirical studies treats film gen-
res as schemas. In this regard, Dancyger and
Rush (2002:74) summarize the conventions of
the Western genre as a combination of feature
values: a moral male hero skilled with guns
and horses, a greedy and unscrupulous antag-
onist, a struggle between primitive forces (e.g.,
the land or the Indians) and civilization (e.g., the
army or the town), and rituals such as gunfights
and cattle drives. Audience members generally
regard a film that matches this pattern exactly
as having full membership in the genre. For
example, Stagecoach (1939), My Darling
Clementine (1946), and High Noon (1952) are
commonly-cited prototypical examples of the
Western genre. By contrast, some other well-
known films blend this genre with elements of
other genres. Examples include musical
Westerns, such as Annie get Your Gun (1950),
Calamity Jane (1953), and Oklahoma! (1955);
comedic Westerns, such as Cat Ballou (1965),
Blazing Saddles (1974), and City Slickers
(1991); and science fiction/Western hybrids,
such as Wild Wild West (1999) and Serenity
(2005). These hybrids display features atypical
of the Western genre. (Of course, most films do
not fit this genre at all and are not considered
to be instances of the genre to any degree.) In
this sense, a schema for a label such as “Western
film” is a cognitive model that explains which
objects are full-fledged members of the cate-
gory, which objects clearly do not belong to
the category, and which objects lie at various
positions between these extremes.?

With partial membership allowed, categories
become fuzzy sets (Zadeh 1965): fuzziness
reflects the fact that some producers, their prod-

2 Audience members vary in the degree to which
they share the predominant meaning associated with
a category label. A member of the audience for films
would be typical, for instance, if she regards
Stagecoach and High Noon as full-fledged members
of the Western genre and the hybrid films as only par-
tial fits. In contrast, an atypical audience member
might regard, say, Cat Ballou and Blazing Saddles as
full members of the genre. Research on multiple-cat-
egory membership largely deals with categories with
a high degree of consensus about meaning. We, too,
focus on cases of high consensus.
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ucts, or both seem to fit categories more neat-
ly and cleanly than do others. This view of cat-
egories as fuzzy sets makes explicit a core image
in cognitive psychology, cognitive science, and
cultural sociology (Hampton 1998; Rosch 1975;
Rosch and Mervis 1975). For example, Becker
(1982) observes that art worlds typically lack
sharp boundaries that demarcate participants
from non-participants. Even though art world
participants devote considerable effort trying to
determine and maintain boundaries, the pres-
ence of peripheral participants, continual inno-
vation, and extensive relationships with
suppliers, personnel, and ideas outside the cen-
ter of an art world all blur boundaries. Zerubavel
(1997:65-66) summarizes an extensive body
of research in cognitive science as indicating that
“despite our obvious tendency to compartmen-
talize, reality is essentially fluid. Instead of
sharply delineated, insular chunks unambigu-
ously separated by natural divides, it is made up
of vague, blurred-edge essences that ‘spill over’
into one another.”

Our theoretical concerns center on categories
formed to identify “entities” on the producer-
side of the market. The examples above per-
taining to film-genre schemas apply to attributes
of a product. In other cases, critics and enthu-
siasts schematize attributes of producers (or
features of products and producers). For exam-
ple, such features of microbrewers as organi-
zational size and methods of production
determine evaluations of fit with the category
(Carroll and Swaminathan 2000). To make the
theory applicable to diverse cases, we refer to
producers/products. Whether a claim applies
to features of products only, of producers only,
or to both depends on the context of application.
We use the term “producer” broadly to refer to
agents who present an audience with offerings
in the hopes of securing their approval and
resources. This usage encompasses individuals
(such as many of the sellers on eBay), enduring
organizations, and single-project organizations
(as for films).

A producer/product’s grade of membership in
a category (or degree of typicality as a member
of a category), from the perspective of an audi-
ence member, tells the degree to which it fits the
schema the audience member associates with
the category. Degrees of membership in cate-
gories have significant consequences for pro-
ducers. Category membership can be linked to

the intrinsic appeal of a producer/product to an
audience member—that is, the degree to which
it fits her taste (Hannan et al. 2007). An audi-
ence member’s schema for a category sets
expectations for what features a category mem-
ber should (and should not) have. Agents gen-
erally prefer offerings that meet their
expectations for a category. Griswold (1987)
illustrates this process in her work on the cre-
ation of cultural meaning as audiences interact
with objects. Cultural objects first need to con-
vince audiences that they are worthy of atten-
tion: “when a cultural object engages at least
some of the presuppositions of the person
encountering it, meaning is fabricated”
(Griswold 1987:1080). Reviewers evaluate more
favorably those novels that foster agreement
about core subjects and themes—that is, novels
that “can be fit into generally understood cate-
gories” (Griswold 1987:1107). Zuckerman
(1999) documents a similar dynamic in capital
markets: firms whose profiles of industry par-
ticipation do not conform to the schemas held
by financial analysts for sorting firms into ref-
erence groups are less likely to be covered by
relevant analysts, which causes a devaluation of
stock prices.?

FUZZY NICHES AND MULTIPLE
CATEGORY MEMBERSHIPS

We integrate the above conceptualization of
category memberships with fuzzy niche theo-
ry. The concept of niche was originally intro-
duced in sociology as a way to conceptualize
and formalize the implications of adopting a
specialist versus generalist position in resource
space (Hannan and Freeman 1977). A niche is
defined by a fitness function. Such a function
tells how a producer’s fitness (success) varies
over a relevant social space; it identifies the
parts of the space in which the producer can (1)
thrive, (2) persist but not thrive, and (3) cannot

3 Both Griswold (1987) and Zuckerman (1999)
propose this as the primary determinant of the extent
to which agents will find a producer/product appeal-
ing. A secondary determinant is the degree to which
the offering differentiates itself in an attractive way
from its rivals in the category. Our theory focuses on
the first stage of competition for audience attention,
not the second stage of differentiation.
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persist. According to niche theory’s principle of
allocation, the area under a fitness function is
fixed. This means that broadening a niche comes
at the expense of fitness at positions within the
niche: the jack-of-all-trades phenomenon.

In the most influential early empirical work,
McPherson (1983) analyzed the niches of vol-
untary associations in Blau space (a sociodemo-
graphic space defined in terms of dimensions
such as education and income). He specified
niches empirically as hypercubes with dimen-
sions given by specified ranges around the
means for their members on the relevant
sociodemographic characteristics. Much empir-
ical research follows this lead (Popielarz and
Neal 2007). Although these studies yield impor-
tant insights, they implicitly treat fitness (or
success) functions as independent of niche
width. This sidesteps the jack-of-all-trades phe-
nomenon and leads to unrealistic treatments of
the competitive pressures exerted by specialists
versus generalists on other producers in the
resource space (Negro, Hannan, and Rao 2008).

Hannan and colleagues (2007) sought to rec-
tify this problem by (re)constructing niches as
fuzzy sets. They conceptualize the resource
space as a structured sociodemographic space
where audience members’ tastes vary as a func-
tion of position in the space. A producer’s niche
is defined by a grade-of-membership function
that tells the degree to which each position in
the space belongs in the niche. This fuzzy rep-
resentation allows explicit treatment of varia-
tions in the degree to which social positions
belong to a niche, ensuring that specialists have
niches with high grades of membership in one
or a few positions, while generalists’ niches
have lower (but positive) grades of member-
ship in several positions. This construction also
allows a clear representation of the jack-of-all-
trades phenomenon and its impact on competi-
tion.

The theory of fuzzy niches has been devel-
oped for success in a single category in an audi-
ence distributed over Blau space. In contrast, we
define niches in a space of (fuzzy) categories.
Targeting a diverse array of categories can be
regarded as a kind of categorical generalism. A
generalist distributes its degrees of member-
ship across categories fairly evenly. In contrast,
a specialist has a highly unequal distribution of
memberships across categories. This treatment
captures a core insight of niche theory: gener-

alists target a greater diversity of resource posi-
tions (in this case, categories).

Following the distinction made at the outset,
we conceptualize a producer/product’s niche in
two ways: in terms of audience perceptions and
producer actions. On the audience side, a pro-
ducer/product’s category-membership niche (to
an audience member) is the profile of grades of
membership in categories that the agent assigns
to a producer. Because membership can be par-
tial, a category-membership niche is a fuzzy
set. A producer is a category-membership gen-
eralist to an observer who regards it as a (par-
tial) member of multiple categories. As noted
above, degree of membership in a category is
linked to the intrinsic appeal of a producer/prod-
uct to targeted audience members; this, in turn,
contributes to its expected actual appeal among
audience members. Note that intrinsic appeal
arises from judgments made by audience mem-
bers about what fits and does not fit a catego-
ry. Intrinsic appeal is thus not directly under
producers’ control.*

In terms of producer actions, generalism
means allocating engagement over several, per-
haps many, categories. Engagement within a
category means taking actions to make offerings
available and known to members of that cate-
gory’s audience. This includes learning about the
specific tastes for a category and the charac-
teristics of the category audience, designing
features of the offering to fit these tastes, tai-
loring the mode of presentation, and establish-
ing a clear and desirable organizational identity
(Hannan et al. 2003). The level or intensity of
a producer’s engagement with a category audi-
ence affects the producer’s ability to convert
intrinsic appeal to actual appeal among those
audience members.

The grade-of-membership function for
engagement in a category is defined as the frac-
tion of a producer’s total engagement devoted
to that category. A category-engagement niche
is a fuzzy set that reflects the profile over cat-
egories of the proportion of its engagement that
a producer devotes to each category.

We integrate producer- and audience-side
processes in our model by proposing that both

4 Producers have some indirect control because
they can choose at least some feature values on which
the audience members make assessments of fit.
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intrinsic appeal and engagement are needed
for actual appeal. For example, a novice pro-
ducer might devote significant effort to devel-
oping a product for a specific category, but the
product is not likely to generate any appeal
unless it is recognized as having some positive
degree of membership in the category. Likewise,
offerings that fit tastes (i.e., that have intrinsic
appeal) fail to generate appeal if they are
unknown, unavailable, or presented in a man-
ner that clashes with the aesthetics of a social
position. In many cases, key engagement activ-
ities include developing and displaying credible
signals of authenticity (Baron 2004; Carroll
and Swaminathan 2000; Hsu and Hannan 2005).
For example, Carroll and Swaminathan (2000)
recount repeated fruitless attempts by major
U.S. brewers, such as Anheuser Busch and
Miller, to engage in a way that would make a
convincing case that these mass brewers are
also makers of microbrews.

We lack detailed knowledge about how intrin-
sic appeal and engagement combine to produce
actual appeal. Moreover, in many contexts,
researchers might be able to measure one prop-
erty but not both. Useful inferences can still be
made in such cases. Hannan and colleagues
(2007) propose a simple qualitative represen-
tation that depends on the use of generic rules,
that is, rules-with-exceptions (P6los and Hannan
2002, 2004).> Suppose we know that one pro-
ducer’s offering has greater intrinsic appeal in
a category than another’s; and all that we know
about engagement is that each producer engages
the audience as a putative member of the cate-
gory. A sensible inference in such a case is that
the offering with the greater intrinsic appeal
will also have the greater actual appeal. The
converse holds true as well; if one producer

3> We used the tools of formal logic to construct our
theory, although we do not report the formalization
here. Specifically, we used a nonmonotonic logic
developed by Pélos and Hannan (2004). In logic,
nomonotonicity means that adding premises to an
argument might kill implications of the unaugment-
ed argument. This logic is designed for testing the
validity of inferences from arguments that build on
rules-with-exceptions. The formulas that present the
full technical details can be found in the Online
Supplement on the ASR Web site (http://www?2.
asanet.org/journals/asr/2009/toc067.html).

devotes greater engagement to a category audi-
ence than does another, and all we know about
intrinsic appeal is that each producer has some,
we would infer that the producer with greater
engagement will have greater actual appeal.

Fuzzy niche theory posits allocation princi-
ples for both expected intrinsic appeal and
expected engagement. For engagement, the core
assumption is that each member of a population
of producers has the same finite level of
resources for engagement. Engaging multiple
categories thus limits one’s ability to devote
attention, time, and other resources to learning
about the preferences of the audience for each
category, tailoring the offering to those tastes,
and developing authenticity. This suggests that
a producer’s maximal category engagement
generally decreases with the evenness of its
profile of engagement across categories (i.e.,
with the width of its category-engagement
niche). More specifically, if a category-engage-
ment profile broadens, then (relative) engage-
ment must decline in at least one category due
to the principle of allocation.

A parallel type of allocation principle
arguably applies to profiles of category mem-
berships. An audience member’s perception of
a producer’s degree of membership in each set
of categories likely follows something like a
constant-sum constraint. This is because mem-
bership in multiple (non-nested) categories is
generally confusing for audiences. Producers
that try for membership in multiple categories
naturally exhibit atypical values of features in
some or all of the categories. The more a pro-
ducer/product fits an agent’s schema for one
category, the less likely will its feature values
be viewed as fitting another category.® This
suggests that a producer/product’s maximal
grade of membership in a category generally
decreases with the evenness of its profile of
memberships across categories (i.c., the width
of its category-membership niche).

We represent these principles with the default
assumption that both total category engage-
ment and total degree of membership in cate-
gories are the same for all producers in a

©'We assume here that audience members apply dif-
ferent schemas to different categories; otherwise
audience members have no reason for distinguishing
the categories.
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population at a given time. The notion of gener-
ic rules plays an important role here. In the
absence of more specific information, the
default expectation is that pairs of produc-
ers/products do not differ in terms of expected
total membership and that pairs of producers do
not differ in expected total engagement. More
specific information, such as the market allow-
ing scale advantages and the producers differ-
ing significantly in scale, can override the
principle of allocation in engagement.

Generally, we want to know how specialists
and generalists fare in competitive arenas: mar-
kets where they face a range of competitors. We
thus consider markets in which, for every cat-
egory, there is at least one specialist produc-
er/product that has the maximal grade of
membership in the category and also fully
engages the category. We refer to such a case as
a diverse market.”

It follows from our arguments that general-
ists’ offerings are normally inferior in expect-
ed appeal to at least one other offering in a
diverse market, no matter which categories they
pursue. That is, the appeal of a generalist’s offer-
ing is dominated in every category in such a
case. If all we know is that one producer is
more specialized than another in a diverse mar-
ket (meaning that we do not know that the two
producers differ in any other respect), then it fol-
lows from the theory that the specialist has
higher expected appeal than the generalist. This
conclusion follows for specialization in both
category membership and category engage-
ment.

Hypothesis la: Generalists in category mem-
bership have lower expected actual appeal
than membership specialists in a diverse
market.

Hypothesis 1b: Generalists in category engage-
ment have lower expected actual appeal
than engagement specialists in a diverse
market.

For many applications, including one of our
empirical examples (eBay auctions), appeal is
not directly observable, but relative success in
the market is. It is therefore useful to extend the
argument to apply to relative success, often

7 Markets with categories that lack specialists are
not considered diverse by this definition.

called fitness. It seems unproblematic to propose
a direct link between appeal and fitness.® Agents
more readily award social and material resources
to producers whose offerings they find more
appealing. Therefore, the greater the relative
appeal of a producer’s offerings within a cate-
gory, the greater the producer’s relative viabil-
ity in the category. A producer’s fitness within
a category is thus expected to increase monot-
onically with the total appeal of its offerings in
that category.

Hypothesis 2a: Generalists in category mem-
bership have lower expected fitness than
membership specialists in a diverse market.

Hypothesis 2b: Generalists in category engage-
ment have lower fitness than engagement
specialists in a diverse market.

In summary, our integrated conception
implies that generalists will suffer in terms of
lower appeal and lower fitness than specialists,
within the specialists’ focal categories, due to
principles of allocation in both category- mem-
bership and engagement profiles. This predic-
tion parallels the trade-offs identified in standard
niche theory, which proposes that specialists
out-compete generalists in arenas they both tar-
get (Freeman and Hannan 1983; Hannan and
Freeman 1989).

TWO EMPIRICAL TESTS

Our empirical tests examine two contexts: the
U.S. film industry and the online auction mar-
ket eBay. Comparing these settings provides
some indication of the generality of the argu-

8 In the interest of keeping our analysis tractable,
we do not consider prices explicitly. Appeal at a
given level of intrinsic appeal surely depends on
prices. Our theory can be generalized to apply to a
space of price—quality (intrinsic appeal) tradeoffs.
Audience members prefer offerings that are at the
frontier of price—quality in a two-dimensional space.
Our theory of categorical constraint and niche width
applies both to factors that affect prices and to those
that affect intrinsic appeal. Diffusing attention over
multiple categories normally lowers efficiency of
production in each. As a result, generalists’ offerings
will normally fall further from the price—quality fron-
tier than those of specialists. In this sense, our argu-
ments can be understood as holding for price-adjusted
appeal.
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ment. Producers in each context can specialize
or generalize across categories, and we witness
variation in the extent to which they do so. This
allows us to measure niche width on the two rel-
evant dimensions: category membership and
category engagement. Moreover, both contexts
fit our conception of a diverse market: we
observe fully engaged specialists in all cate-
gories.

The settings differ in how categorization gets
made. For films, the categories of interest are
genres. Altman (1999:128) observes that film
studios prefer to “imply generic affiliation rather
than actually to name any specific genres. . . .
The goal is of course to attract those who rec-
ognize and appreciate the signs of a particular
genre, while avoiding repulsion of those who
dislike the genre.” Public assignments of a film
to one or more genres are typically made by crit-
ics, distributors, and directories rather than by
the production studios. As a result, the genre cat-
egorizations reflect assessments made by audi-
ence members. For this reason, the film case is
conducive to testing the audience-side mecha-
nism. The film-industry setting provides clear
evidence about the relationship between audi-
ence assignment to multiple categories and
appeal and success.

In the eBay setting, sellers must formally
declare the categories that they engage by list-
ing items in specific categories. Association
with a category is the producer’s choice, an
aspect of engagement. The eBay case therefore
appears better tailored for testing the argument
based on producer-side considerations: the rela-
tionship between breadth of engagement and
success. However, as we detail below, eBay also
provides an opportunity to examine the audience
side of the market interface.

SETTING 1: U.S. FEATURE-FILM PROJECTS

Most films come from single-project organiza-
tions composed of producers, studios, investors,
creative talents, and technical personnel who
come together under contract for a limited time
and purpose (Faulkner and Anderson 1987).
Expectations and evaluations of film-going
experiences are generally formed at the product
(i.e., project) level, in the sense that the char-
acteristics of a film tend to be more salient than
the characteristics of the producing and dis-
tributing organizations (Hsu 2006; Zuckerman

and Kim 2003). We therefore analyze individ-
ual feature-film projects.

The principles of allocation in total engage-
ment and total category membership can rea-
sonably be expected to hold in this setting. It is
unlikely that film projects experience significant
economies of scale.? Nonetheless, we control for
a variety of attributes that might affect total
engagement, such as the total size of the budg-
et, the number of opening exhibition sites, and
whether the distributor is a major or indepen-
dent studio.

It is also unlikely that the sum of category
memberships varies systematically with niche
width (contrary to our assumptions) net of con-
trols for attributes that likely affect the amount
of energy that audiences will devote to identi-
fying film projects, such as the box-office draw
of the stars and director and whether the film is
a sequel. The controls mentioned above also
address differences in promotional resources
that can be devoted to a film.

As in other cultural arenas, engaged audi-
ence members assign works to genres
(DiMaggio 1987). Genres provide clear frame-
works for selecting film projects, organizing
their development, guiding studio resource-
allocation decisions, and coordinating project
personnel (Altman 1999; Schatz 1981). Genres
also provide frameworks for recognizing and
understanding individual films (Neale 2000)
and thus influence how viewers experience and
evaluate them (Austin 1988).

Because external agents make the genre
classifications, we can measure membership
generalism from the perspective of key agents
in the audience. We gathered information
about genre assignments from three archival
sources: the Internet Movie Database
(IMDB), Showbizdata.com (SBD), and
RottenTomatoes.com (RT).!? These sources

% In integrating resource partitioning theory with
niche theory, Hannan and colleagues (2007: Ch. 9)
postulate that the principle in allocation in engage-
ment is overridden in markets that allow scale advan-
tage by a (more specific) postulate that holds that
expected total engagement increases with scale.

19 In constructing the genre measures, we includ-
ed only the genres recognized by all three sources.
For example, while RT regards romantic comedy as
a genre, IMDB and SBD do not. In such hybrid
cases, we classify films under both higher-level gen-
res. For example, we coded films categorized as
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classify films into 17 genres: action, adven-
ture, animation, comedy, crime, documentary,
drama, family, fantasy, horror, musical, mystery,
romance, science fiction, thriller, war, and
Western.!!

We measure a film’s grade of membership
(GoM) in a genre through the proportion of the
three archival sources that classify it under that
genre. Because the films in our sample, on aver-
age, are assigned to slightly more than three gen-
res, we examine degrees of generalism rather
than a binary comparison of specialists versus
non-specialists. To calculate the width of a film’s
genre niche, we use Simpson’s (1949) index of
diversity (a standard measure of the diversity of
a distribution over a set of discrete categories):

wd px) =1 -1 RAp®)

where 1(m) denotes the set of genres in the mar-
ket and }N,Li([)(x) = Ey Mi) (x, y) /Ny , with Wiq)
(x, y) denoting the assessment by source y of
whether film x is a member of genre / and sum-
mation running over the sources who provide the
genre assignments (N, equals three, in this case).
(By dividing genre GoMs by the sum over gen-
res of a film’s GoMs, we convert the GoMs in
genres into relative frequencies.) This treatment
of niche width reflects the collective assess-
ment made by the three archival sources.

We analyze all feature films that were origi-
nally released during 2002 and 2003, ran at
least one day in a U.S. theater, and are listed in
all three archival sources; 398 films meet these
criteria.!> Data on financial success, production,
and distribution come from the IMDB.

romantic comedy by RT as romance and comedy. If
romantic comedy is indeed a broadly accepted genre
(and if there are other similar cases), then our results
will understate the effect of spanning categories.

' When a label was associated with a clear sub-
genre of a single commonly recognized genre, we
classified it as part of the larger genre. For example,
SBD uses the comedy subgenre label “black come-
dy,” in addition to the general label of comedy. So we
treat any film labeled by SBD as a black comedy as
having the (SBD) label comedy.

12'We also found similar results with analyses that
included films listed in only two of the archival
sources in our sample, expanding our set of films to
458. We did not include films listed in only one
source because it is not possible to calculate grades
of membership for such cases.

We assess appeal to members of the audience
using critics’ and consumers’ assessments of
quality. Zuckerman and Kim (2003:47) note
that features of the film industry, notably “the
prominent display of critical endorsements in
advertisements, the efforts by film distributors
to shape critical opinion, . . . and the rise of cer-
tain critics to celebrity status” support the notion
that critics receive considerable attention from
producers and constitute a key audience.

We gathered information on ratings from
multiple archival sources. Different sources dif-
fer to some degree in the set of films they
review, and professional reviewers presumably
differ from ordinary enthusiasts. For this reason,
we conducted analyses on multiple data sources
and, when possible, distinguished professional
critics from others.

RottenTomatoes.com (RT), a Web site that
archives reviews of films from a diverse array
of professional and amateur critics, divides its
critics into “cream of the crop” (those who
review for top newspapers by distribution, as
well as popular magazine, Web, TV, and radio
critics) and all others. Because many cream-of-
the-crop critics do not provide numerical ratings,
we measure the appeal of a film to top critics
as its proportion of positive reviews (“fresh”
tomatoes).!? To assess appeal among the other
RT critics, we take the average of the numeri-
cal ratings that they submitted. RT critics did not
review all the films in our sample; analyses of
appeal use the subsets of films with critical rat-
ings.

Internet Movie Database (IMDB) reports rat-
ings submitted by its users, whom it calls “movie
fans.” Such enthusiasts also constitute an impor-
tant audience for film projects. (Registration
at the site is free of charge, and registered users
can enter ratings for any of the films listed.) Our
measure of appeal to IMDB is the average of the
ratings supplied by its users.

13 Some critics indicate whether their overall eval-
uations are positive (a fresh tomato) or negative (a rot-
ten tomato). When critics do not do so, RT editors
make this assessment. The editors state that they
“take into account word choice, rating (if any), tone,
and who’s the critic in their determination of whether
areview is positive or not” (http://www.rottentomatoes.
com, retrieved December 12, 2006).
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Table 1. Descriptive Statistics for Films

Variable N Mean SD Min. Max.
RT top critics: proportion positive 378 488 285 0 1
RT all critics: average rating 380 5.58 1.41 1.40 8.70
IMDB users: average rating 398 6.08 1.24 1.70 9.30
Ln (film gross) 398 16.0 2.56 7.30 19.8
Niche width 398 .555 227 0 .837
Ln (budget) 289 16.9 1.32 11.8 19.0
Ln (number of opening sites) 398 5.62 2.92 0 8.23
Top star power 398 483 30.4 0 100
Top director power 398 21.4 26.9 0 100
Sequel 398 .093 291 0 1
Major distributor 398 769 422 0 1
Genre crowding 398 17.5 7.49 1.38 50

Note: RT = RottenTomatoes.com; IMDB = Internet Movie Database.

We assess the fitness of films by their eco-
nomic returns in U.S. theaters: the box-office
gross (gathered from IMDB). Our analyses con-
trol for a variety of characteristics of a film
project. A commonly cited determinant of suc-
cess is star power—that is, the ability of a film’s
stars to draw a large audience. Our measures of
star power come from the Hollywood Reporter’s
1999 and 2002 Star Power surveys, in which
film-industry insiders rank actors in terms of
their ability to ensure financing, major studio
distribution, and wide theatrical release, as well
as to open a film, on the strength of their name
alone. A film’s star power is set to the maximum
Star Power ranking of its cast. We assigned
films without actors listed in these rankings a
score of zero. We created a parallel measure of
director power using data from Hollywood
Reporter’s Director Power survey.

We gathered four other control variables from
IMDB: (1) the breadth of a film’s theatrical
exhibition during its opening weekend (meas-
ured as the number of opening exhibition sites),
(2) total size of its budget, (3) whether it is a
sequel, and (4) whether it was backed by a
major or independent distributor.'# Information
on budget is missing for some films. Rather
than drop them from the analyses, we include
a binary variable (any budget information) that
equals one when this information is present and
zero otherwise; we code the budget to zero for

14 We classified as major the top 10 distributors in
terms of total yearly market share during the period
preceding this study (1997 to 2001).

observations with missing information. Because
the number of opening sites and budget meas-
ures are skewed, we include them in logged
form in our analyses.

We also control for crowding in genres. As the
market becomes saturated with movies of a cer-
tain genre, the appeal of films of that genre
declines. Hsu (2006) finds that greater genre-
niche overlap decreases a film’s appeal.
Controlling for differences in the competitive
pressures exerted by niche overlap is important
for isolating the effects of niche width on appeal.
The niche overlap of one film on another is
operationalized as the fraction of the genres for
the focal film that are also assigned to the alter.
Genre crowding for a film is the sum of its
genre overlaps with all other films exhibited dur-
ing the period of its exhibition.

We include covariates that give a film’s GoM
in each of the 17 genres to control for the effects
of differences in the popularity or niche volume
of individual genres on appeal (a fuzzy-mem-
bership analog to using dummy variables for
genre memberships). Finally, we include a vari-
able indicating whether the film was released in
2003 (versus 2002) to control for any differences
in appeal or box-office returns from one year to
the next. Table 1 presents descriptive statistics
for the film analyses.

We analyze the effect of the width of the cat-
egory-membership niche on total appeal and
fitness. Appeal is reflected in the following: (1)
the proportion of positive evaluations from “top”
RT critics, (2) the average RT critical rating, and
(3) the average IMDB user rating. We analyze
the proportion of positive evaluations from RT
top critics using the fractional logit regression
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model proposed by Papke and Wooldridge
(1996). We use tobit regression to analyze aver-
age RT critic and IMDB user ratings. The
possible range of values for ratings is both left-
and right-censored, varying from 0 to 10 for crit-
ics and from 1 to 10 for IMDB users. The fit-
ness of films is reflected in (the natural
logarithm of) U.S. box-office gross. Because
this is a left-censored variable, we also use tobit
regression in analyzing this outcome.

Niche width has a significant negative effect
on the three measures of appeal (see Table 2).
In each case, the effect of niche width becomes
larger when we include effects of the GoMs in
genres (results in columns 1b, 2b, 3b, and 4b).
This suggests that some generalists might fare
better than some specialists in unpopular gen-
res because they span popular ones. When the
profiles of genre memberships are taken into
account, however, the cost of generalism in
terms of appeal becomes clearer. This matches
theoretical expectations (Hypothesis 1a). We
see a similar pattern for our measure of fitness,
U.S. box-office gross, which supports
Hypothesis 2a.

For the control variables, we find that greater
genre crowding during a film’s run significantly
decreases appeal and box-office returns.
Backing by a major distributor increases both
appeal among critics and box-office returns. A
greater number of opening exhibition sites
decreases ratings among critics and IMDB
users, while it significantly increases returns.
This divergence in effects suggests that critics
and IMDB fans might be turned off by the main-
stream appeal of the most highly promoted
films, while the majority of film-goers are not.
Moreover, the heightened promotional activity
and accessibility of large releases likely increase
box-office returns, while they have little effect
on the actual appeal of a film. Director power
tends to increase appeal to RT critics, and star
power increases box-office returns.

SETTING 2: EBAY AUCTIONS

We analyze a sample of eBay auctions that
ended on August 31, 2001 in the following 23
categories: antique furniture, antiquities, folk art,
U.S. coins, digital cameras, camera lenses, dolls,
antique dolls, health, model trains, Elvis mem-
orabilia, drawings, prints, antique prints, art
photographs, other art, Pokemon, printers, print-

er supplies, watches, antique watches, tickets,
and weird stuff. Our data are a random sample
of 1,444 auctions in these categories, stratified
by the number of items sellers auctioned and the
number of categories in which they auctioned
during the previous 17 months. These data, pro-
vided by eBay, Inc., include item titles, sellers’
feedback scores, number of bids received,
whether the auctions ended with a sale, and
masked identifiers for buyers and sellers. To
measure the strength of collective identity
shared by market participants in a category, we
use a second data set consisting of 730 ran-
domly selected auctions and IDs of the sellers
and bidders in these auctions.

As noted, eBay sellers must pick a category
among a predefined set.!® Because eBay’s inter-
face at the time encouraged buyers to browse for
items in categories, the chosen category defines
a target audience. We use a binary measure of
the width of the category-engagement niche
that distinguishes sellers who list items in two
or more categories from those who focus
engagement in one category. In contrast to the
film case, the proportion of specialists is rela-
tively high: 70 percent of the sellers specialized
in a single category (among the 23 in our sam-
ple) during the relevant auction period. In this
case, a comparison of specialists to non-spe-
cialists seems appropriate.

As for film projects, potential (uncontrolled)
economies of scale seem modest for eBay sell-
ers. While some sellers listed many more items
than others, we control for the number of items
that sellers auctioned on the focal day.
Moreover, the total number of items that sell-
ers auctioned and the number of categories in
which they participated are not correlated. In
our analyses, we also control for the aggregate
feedback scores that previous transaction part-
ners gave to sellers, because a favorable repu-
tation generally increases a seller’s appeal.
Feedback scores reflect the goodwill accumu-
lated by sellers since they joined eBay; there-
fore, it is a measure of reputation unaffected by
their current behavior.

15 Sellers have the option, for a fee, to list their auc-
tions in more than one category. Of the auctions in
our sample, 5 percent were listed in multiple cate-
gories.
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Table 2. Effects of Genre Niche Width and Covariates on Film Outcomes: Ratings and Gross Sales

RT top critics
fractional logit

RT all critics
tobit regression

IMDB users
tobit regression

Ln (film gross)
tobit regression

(1a) (1b) (2a) (2b) (3a) (3b) (4a) (4b)
Niche width —.949%* —1.46%** =712%  —1.05* -.598*  -951* —.825%  -2.10%*
(:259) (.433) (.324) (.503) (.279) (.438) (.358) (.568)
Ln (opening sites) —226%*  —168**  —203*%x  _D24%*%  _D5]¥* _]99%* .399%* 417**
(.031) (.032) (.033) (.033) (.028) (.029) (.036) (.038)
Budget information —.320  —1.34 =779  -2.03 -1.71 —2.57* 029 -1.63
(1.13) (1.23) (1.24) (1.25) (1.04) (1.06) (1.34) (1.38)
Ln (budget) .034 .094 .073 144 133* 177 .071 165
(.069) (.077) (.077) (.078) (.065) (.066) (.083) (.085)
Top star power .002 —-.001 .005 .003 .006* .004 011 .009%**
(.002) (.003) (.003) (.003) (.002) (.002) (.003) (.003)
Top director power .005%* .005* .008** .007** .007** .004 —.0002 .001
(.002) (.002) (.003) (.003) (.002) (.003) (.003) (.003)
Sequel —-.024 165 .014 216 —-.075 184 302 304
(.189) (.199) (.224) (.229) (.197) (.202) (.253) (.262)
Major distributor A432% 363* 535%* 486%* 316 300 1.38%* 1.28%*
(.182) (.171) (.195) (.183) (.168) (.159) (.216) (.206)
Genre crowding —051%*%  —069%*  —051** —066**  —029%* —048**  —062%¥* —107**
(.009) (.012) (.010) (.013) (.009) (.011) (.011) (.015)
Year 2003 =274%  =340%* - 159 —.194 -.109 —.142 153 —-.036
(.118) 116 (.133) (.128) (.115) (.113) (.148) (.146)
Genre GoMs No Yes No Yes No Yes No Yes
included
Constant 2.07** 1.55%%* 7.44%% 6.71%%* 7.33%%  7.04%*  12.8%* 13.1%%*
(.258) (.392) (.319) (.428) (.268) (.365) (.345) (.473)
N (films) 378 378 380 380 398 398 398 398
Log likelihood -611.0  -581.1 -592.4 -567.1 —-692.7  —669.8
Log pseudo- -184.4 1758
likelihood
Degrees of 10 27 10 27 10 27 10 27
freedom

Note: Numbers in parentheses are standard errors.
* p <.05; ** p <.01 (two-tailed tests).

The nature of eBay’s online interface also
minimizes concern that sellers’ total engage-
ments will vary systematically with the width
of the membership niche. At the time we col-
lected these data, eBay pushed sellers to list
items in appropriate categories and claimed (on
its Web site) that items not fitting a category
would be removed from the site. eBay’s guide
to sellers also advised them to search for items
similar to theirs and take note of their category
assignments. This set-up made it unlikely that
sellers listed goods in irrelevant categories,
which would have made the offering less intrin-
sically appealing than the other goods in the cat-
egory.

Engagement in the eBay context involves
several factors: deciding where to list an item

with given characteristics and quality, how to
describe the item in the title and main body of
the auction page, choosing a starting price,
whether to set a fixed price and a reserve price,
how high a reserve price to set, and whether to
advertise the item through various channels that
eBay provides at a fee. We predict that gener-
alists do a poor job with these tasks relative to
specialists.

We distinguish between current and past gen-
eralism across categories. Current generalism
likely limits the amount of attention that a sell-
er can devote to items in any category at the
focal time. Past generalism speaks to variations
in the category-specific expertise obtained in
prior auctions, as well as the identity that buy-
ers might impute to a seller based on previous
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transactions (that buyers can observe by look-
ing at the feedback information).

Do sellers with wider category-engagement
niches do an inferior job of engaging their tar-
get audiences as compared with their more spe-
cialized counterparts? Because we cannot
directly observe the intensity of engagement, we
assume that greater intensity generally leads to
greater quality of engagement. When listing an
item, sellers write a short descriptive title that
appears alongside other item titles in the cate-
gory. Prospective bidders browse these titles or
search for keywords in them to find items.
eBay’s Web site reminds sellers that their item
titles should be informative and use descrip-
tive keywords. We analyze the use of quality
indicators and acronyms in item titles to meas-
ure a seller’s quality of engagement in a cate-
gory. We assume that the item title “1882—CC
GSA Morgan Dollar MS64 (PIC)” better
engages the audience in the coin market than
would the title “1886-P Morgan Silver Dollar
NICE.” Likewise, potential bidders in the dig-
ital camera market would appreciate the title “12
AAA 550MAH NIMH RECHARGABLE
BATTERIES NEW!” more than the title
“Batteries and Charger for Digital Cameras
NR!”

The use of quality indicators and category-
specific acronyms in item titles provides useful
information for buyers but requires sellers to
possess some familiarity with conventions with-
in the category. We code item titles that describe
an item as “Good” or “Fine,” as well as those
that use more sophisticated descriptors of qual-
ity such as “certified MS63,” as having quali-
ty indicators. If we find any acronyms that are
not quality indicators, such as “print cartridge
NIB [New In Box],” “Jesmar CPK [Cabbage
Patch Kids] violet eyes,” or “VAM [Van
Allen—Mallis] 8 Morgan Dollar,” we code the
item title as having acronyms that describe the
item.

We assess the success of an offering in two
ways: whether an item attracted any bids and
whether it was sold. Both measures lead to the
same pattern of results. To save space, we report
only the results for sales.!¢

16 Results of regressions predicting the likelihood
of getting a bid are available from the authors upon
request.

We control for sellers’ reputations (measured
by feedback scores), previous experience in the
focal category (total number of items sold in the
previous 17 months), and size of client base
(number of repeat buyers in the previous 17
months). In supplementary analyses, we also
control for experience in all sampled cate-
gories.!” These variables are highly skewed
among sellers; we therefore specify them in
logged form in the regressions. These controls
allow us to rule out the possibility that special-
ists outperform generalists because they have
better reputations, have learned more about the
focal category, have more experience with eBay,
or are better known. Finally, to control for any
category-specific effects, we include a set of
dummy variables indicating the category in
which the focal item was classified.

The 1,444 items in our sample were listed by
935 sellers: 49 had no prior selling experience,
270 had engaged only one category, 130 had
engaged two categories, and the rest had
engaged more categories, with the most extreme
generalist having listed items in 22 of the 23 cat-
egories over the previous 17 months. On the
focal day, 783 sellers engaged only one category,
111 engaged 2 categories, 27 engaged 3 cate-
gories, 6 engaged 4 categories, 5 engaged 5
categories, and 1 engaged 8 categories.!® Some
of the generalists spanned categories that share
some characteristics, for instance, one listed
items in dolls, folk art, and model trains, all cat-
egories that appeal to hobbyists. Others spanned
categories that seem quite unrelated, such as
digital cameras and folk art; printers and model
trains; and antique dolls, antique prints, and
weird stuff. The descriptive statistics in Table 3
show that half of all auctions ended with a sale,
about 12 percent had quality indicators in item
titles, and 7 percent of the titles had acronyms
describing the items.

To control for demand, niche crowding, sup-
ply, and category-specific unobservables, all

17 Results of supplementary analyses can be
obtained from the authors.

18 Our limited sample of 23 categories leads us to
underestimate generalism because we code sellers as
specialists who auction in only one category in our
sample but also auction in categories outside of our
sample. This makes our tests more conservative.
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Table 3. Descriptive Statistics for eBay Auctions (N = 1,444)

Variable Mean SD Min. Max.
Item title includes an acronym .075 0 1
Item title includes a quality indicator 123 0 1
Auction ends with a sale .503 0 1
Current generalism 255 0 1
Past generalism 124 0 1

Ln (number of seller’s auctions ending on the focal day) 2.19  1.64 0 6.15
Ln (seller’s feedback score) 6.84 1.86 0 103
Ln (number of items sold in focal category, previous 17 months) 476 291 0 102
Ln (number of repeat buyers in focal category, previous 17 months) 2.82 254 0 8.30
Strength of collective identity in the focal category 082  .063 0 204
Strength of collective identity in the focal category * seller’s current generalism ~ .020  .047 0 204
Strength of collective identity in the focal category * seller’s past generalism 060  .067 0 204

specifications include dummy variables for the
category in which an item was listed. This con-
trol causes the loss of some observations in the
regressions for the use of acronyms and quali-
ty indicators in titles.!” We end up with 1,267
auctions in the analyses of item titles and 1,146
auctions for quality indicators.

We begin with the effect of generalism in
engagement on the quality of category engage-
ment, which speaks to one of the principles of
allocation. We report ML estimates of logistic
regressions of the probability that (1) the item
title includes an acronym, (2) the title includes
a quality indicator, and (3) the auction results
in a sale.?’ The results in Table 4 indicate that
sellers who engaged two or more categories
were less likely to use acronyms to describe
their items (column 1) and to use quality indi-
cators (column 2). These results agree with the
view that a principle of allocation applies to
engagement over categories.

19 Because we analyze specifications with cate-
gory-specific effects, we dropped the auctions in
several categories from the corresponding analyses.
For example, auctions in the following categories
did not use either acronyms or quality indicators:
antique dolls, antique furniture, other art, drawing,
health, and printers. Auctions in the following cate-
gories used only quality indicators: tickets, camera
lenses, art photo, antique watches, and antique prints.
Finally, none of the auctions in antiquities used
acronyms.

20 To adjust standard errors for clustered observa-
tions by identical sellers, we use robust Huber-White
standard errors.

The width of the past engagement niche (over
the previous 17 months) does not have a sig-
nificant effect on either indicator of the quali-
ty of engagement. The difference in the effects
of current and past niche width in these regres-
sions might point to the different constraints
that a wide niche imposes on sellers’ allocation
of resources across categories, on the one hand,
and the distribution of their category specific
assets, on the other. We explore these ideas fur-
ther below. The feedback score does not have a
statistically significant effect on the quality of
engagement; but the total number of auctions
listed by the seller does.

Next we consider the main claim that a broad
niche lowers appeal and, therefore, success. We
report estimates of specifications that allow a
direct effect of the width of the engagement
niche (measured by category listings) and indi-
rect effects through the two concrete measures
of the quality of engagement in a category (use
of acronyms and quality indicators). Three pos-
sibilities of interest are that (1) neither niche
width nor the quality of engagement affects
success, (2) niche width has only an indirect
effect on success (niche width has no effect but
the quality of engagement does), and (3) niche
width has both a direct and indirect effect on
success. Column 3a in Table 4 reports estimates
of a reduced form, which contains an effect of
niche width but not of the degrees of engage-
ment. It shows that sellers who engaged two or
more categories on the focal day, as well as
sellers who engaged multiple categories over the
previous 17 months, were significantly less
likely to sell their items.
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Table 4. Effects of Engagement-Niche Generalism and Covariates on the Probability that a Seller

Uses Acronyms in Item Titles and that an Auction Ends With a Sale (ML Logit Estimates)

Item Title Includes:

Acronym Quality Item Sold
(1) (2) (3a) (3b)
Current generalism —.883* —1.17* —.575%* —.539%*
(:383) (.485) (.173) (.174)
Past generalism 417 141 —.534%* —.538%*
(:309) (.281) (.204) (:209)
Ln (seller’s auctions ending on the focal day) -.017 174 —.404** —416%*
(.101) (.103) (.059) (.060)
Ln (seller’s feedback score) .017 -113 237** 242%*
(.088) (.095) (.053) (.053)
Item title includes acronym -.114
(.254)
Item title includes quality indicator .627%%
(.228)
Dummies for categories included Yes Yes Yes
Number of observations 1,267 1,146 1,444 1,444
Log pseudo-likelihood -341 —348 —898 -894
Degrees of freedom 15 26 28

Note: Numbers in parentheses are robust standard errors.

* p <.05; ** p <.01 (two-tailed tests).

Now consider the result of adding the effects
of the quality of engagement in the focal cate-
gory (column 3b in Table 4). The use of quali-
ty indicators in titles significantly increased the
likelihood of a sale; however, the use of
acronyms did not. Net of these effects, the
widths of current and past engagement niches
continue to exert significant negative effects
on the probability of completing a sale. The
pattern of results suggests that niche width has
both direct and indirect effects on success. These
results support Hypothesis 2b.

Coefficient estimates for the control vari-
ables have the expected signs. The total number
of auctions by a seller on the same day had a
negative effect, and sellers with high feedback
scores were more likely to sell their items. Even
though generalists tend to have higher reputa-
tion scores (log of feedback score is correlated
.44 with past generalism and .35 with current
generalism), including the control for feedback
scores does not affect the other coefficient esti-
mates.

We performed supplemental analyses to
investigate why the width of the engagement
niche over the previous 17 months had a nega-
tive effect on fitness even though it did not
affect the quality of engagement. We propose
that increases in the width of the current niche

limits the attention that sellers can devote to
engaging multiple audiences. This, in turn,
decreases the likelihood that they craft appro-
priate item titles (and item descriptions, which
we do not measure) to describe their auctions in
the focal category. A wider historical niche, on
the other hand, indicates that a seller lacks a cat-
egory-specific identity. We can tease these alter-
natives apart by studying the differential impact
of niche width in categories where audiences put
greater value on category-specific identities.
Note that this approach turns from considering
only engagement to an analysis of the degree to
which audience members attribute category
membership to the sellers. In other words, it
introduces the audience-side considerations
addressed in our analysis of films.

Kogak (2008) finds that bidders in categories
for goods with greater symbolic value are more
likely to have eBay usernames that signal iden-
tification with a category (such as elvis*fan,
trainmanl, and print27), indicating a strong
collective identity among market participants.
She argues that bidders in these categories are
more selective about who they buy from.

We extend this argument and propose that in
categories where a collective identity has formed
among market participants, bidders place more
stringent demands on sellers. Therefore, non-
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specialist sellers who auction in these categories
will suffer reduced fitness. We test this argument
by adding an interaction between niche width
and the proportion of bidders in the category
who use category-referencing identifiers, which
we label the strength of the collective identity
in the category. The results appear in Table 5.
(We do not estimate a main effect for collective
identity because it is exactly collinear with the
set of category dummies.) In the first column
in Table 5, we see that sellers who auctioned in
multiple categories in the past were less likely
than past specialists to use acronyms to describe
their items on the focal day in categories of
high symbolic value (where a prevalence of
category-specific bidder IDs indicate the exis-
tence of a collective identity). In the second
column, the effect of current niche width on the
likelihood of using quality indicators is no
longer statistically significant.

165

The effect of past generalism on success
operates mainly in categories with strong col-
lective identities, as evidenced by the strength
and significance of the interaction effect of cat-
egory strength and past generalism in column
3a. However, we do not see this pattern for cur-
rent generalism. These results indicate that cur-
rent generalists suffer from a wide engagement
niche, regardless of audience demands for a
focused identity. Sellers with a history of gen-
eralism get penalized strongly, however, in cat-
egories where the bidders themselves display
category-focused identities.

The specifications in columns 3b and 3¢ in
Table 5 test whether sellers’ category-specific
experience and clients can explain the effects of
past generalism. The model in column 3b
includes an effect of sellers’ experience (the
number of items sold in the focal category over
the previous 17 months) and an interaction with
past generalism. The model in column 3¢

Table 5. Effects of Engagement-Niche Generalism and the Strength of Collective Identity and their
Interaction on the Probability that a Seller Uses Acronyms in Item Titles and that an
Auction Ends With a Sale (ML Logit Estimates)

Item Title Includes:

Acronym Quality Item Sold
(1) (2) (3a) (3b) (3c)
Current generalism -1.12 -1.06 —769%%  —664*  —.648*
(.607) (.840) (:298) (:298) (.:302)
Past generalism 1.72%* 434 .002 437 303
(.625) (.545) (.314) (.401) (.364)
Ln (seller’s auctions ending on the focal day) —-.024 174 —407**  —456%*% —465%*
(.102) (.103) (.058) (.073) (.074)
Ln (seller’s feedback score) .020 —-113 23]%* 160%* J165%*
(.093) (.095) (.053) (.060) (.058)
Strength of collective identity in the focal category X 232 -1.23 2.34 2.13 2.08
current generalism (4.48) (6.51) (2.58) (2.56) (2.57)
Strength of collective identity in the focal category X — —11.4%* —2.81 —6.20%* —6.03%  —5.94*
past generalism (4.58) (4.20) (2.81) (2.77) (2.77)
Ln (items sold in focal category, previous 17 months) 124
(.059)
Ln (items sold in focal category, previous 17 months) X -.079
past generalism (.052)
Ln (repeat buyers in focal category, previous 17 months) .142%
(.071)
Ln (repeat buyers in focal category, previous 17 months) X —-.082
past generalism (.063)
Dummies for categories included Yes Yes Yes Yes Yes
Number of observations 1,267 1,146 1,444 1,444 1,444
Log pseudo-likelihood -337 —347 —895 -892 -892
Degrees of freedom 20 17 28 30 30

Note: Numbers in parentheses are robust standard errors.

* p <.05; ** p <.01 (two-tailed tests).
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includes an effect of sellers’ client base (num-
ber of repeat sellers over the previous 17
months) and an interaction with past generalism.
Although experience in the category and the size
of a seller’s client base both increase the likeli-
hood of a focal-day sale, as would be expected,
the negative effect of current generalism and the
stronger negative effect of generalism in cate-
gories with strong collective identities persist in
both models. We therefore conclude that dif-
ferences between specialists and generalists in
experience or client bases cannot explain the
penalties for generalists in categories with strong
collective identities. We think that this pattern
of results provides indirect support for
Hypothesis 2a.

DISCUSSION

This article draws attention to two alternative
paths by which penalties for category strad-
dling emerge. Prior research tends to focus on
one type of process or the other. For example,
in their study of the labor market for film actors,
Zuckerman and colleagues (2003) argue that
audience (buyer)-side effects of typecasting
better explain actors’ labor market outcomes
than do producer-side effects (underlying skill
differences and social networks) because labor
market intermediaries use work histories as
proxies for unobservable skills in this context.
Novice actors benefit from being typecast into
a genre because audience members interpret
narrow experience as signaling skill in a cate-
gory. Experienced actors, however, do not expe-
rience this benefit because they are less likely
to be regarded as unskilled. As Zuckerman and
colleagues (2003) also point out, there are clear
reasons why audience-side effects should dom-
inate producer-side effects in this market: deci-
sions about casting are made before the output
is observed, there is limited information about
skills, and multiple layers of brokers probably
accentuate reliance on typecasting.

This article theoretically integrates elements
of both paths by considering audience percep-
tions of fit to categories and producers’ efforts
at engagement in categories. Our analyses offer
support for this approach and suggest that both
processes contribute to the overall patterns that
have been documented in earlier empirical stud-
ies.

Our analysis of films demonstrates that an
increase in the width of a category-membership
niche lowers the appeal and the success of offer-
ings. As the breadth of the genres assigned to a
film project increases, the film’s appeal to an
audience decreases, as do box-office revenues.

In the eBay setting, consistent with the intu-
ition behind the principle of allocation, engage-
ment generalist sellers did not engage their
targeted categories to the same extent as spe-
cialists, as evidenced by lowered use of cate-
gory-specific acronyms and quality descriptors
for products. Furthermore, engaging multiple
categories lowered the odds that an auction
would succeed. Importantly, we also find evi-
dence of penalties associated with poor fit to
schemas in this context: sellers who generalized
in the past had substantially lower odds of suc-
cess in categories where audiences place greater
value on category-specific identities. We con-
tend that when audience members value cate-
gory-specific identities, generalists get
penalized not because generalization indicates
poor skill (as for the novice actors in Zuckerman
and colleagues’ [2003] analysis) but because
of who they are: less than full members of the
category.

The issue of the scope of this argument
deserves more attention. One referee of this
article asked whether producers can become
too specialized. Imagine a fruit seller who sells
only one kind of apple. Would this producer
learn more about this extremely narrow market,
and become sufficiently identified with it, to
gain an advantage over those who sell apples,
oranges, and bananas? The line of work we pur-
sue is in its infancy, so we cannot offer a depend-
able answer to this question, but the theory does
suggest an answer. Recall that its main analyt-
ical leverage comes from the principles of allo-
cation. If these principles do not hold in a
particular instance, then the theory does not
yield any predictions. Perhaps the principles of
allocation do not hold in the example of hyper-
specialization. That is, there might be a negli-
gible loss of focus in going from selling only
apples to selling a combination of fruits. More
importantly, the audience is unlikely to be con-
fused by this somewhat broader profile of mem-
berships. Whether or not this type of dynamic
holds likely depends upon how the relevant cat-
egories are organized cognitively. Rosch and
her collaborators (Rosch 1975; Rosch and
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Mervis 1975; Rosch et al. 1976) argued that
there are basic-level categories within hierar-
chies—those that organize the complexity of the
alternatives in an efficient way (and as a result
are generally learned earlier and used more fre-
quently). So “chair” is a basic category, while
“furniture” elides too much information and
“sofa” provides too much detail. If such a pat-
tern holds for categories in markets, then spe-
cialization at lower levels than the basic
categories might not provide advantages (but
they might not convey disadvantages either).
We see a number of promising paths for
extending the theory. Perhaps the most impor-
tant is to consider heterogeneity within an audi-
ence. We mentioned in passing that we
abstracted away from the differences in tastes
that typically characterize different social posi-
tions in an audience (e.g., the classic opposition
of high-brow and low-brow taste), which is the
central focus of standard niche theory.
Moreover, the audiences for the various cate-
gories in a market might not overlap so strong-
ly that it makes sense to characterize the typical
member of the set of audiences. Addressing
such cases requires attention to the ecology of
the audience and the patterns of communication
interaction among audiences. Developing an
ecology of the overall audience would set the
stage for formal treatment of the coevolution of
populations of producers and audiences.
Another area for further investigation con-
cerns relationships among the schemas that
audience members hold for categories.
Significant overlap of the feature values
emblematic of different categories likely shapes
how audiences perceive and make sense of the
producers who straddle boundaries. One possi-
bility is that the upper bound on the sum of
grade of memberships rises in categories for
producers, thereby increasing total intrinsic
appeal. A related avenue concerns incompati-
bility in the schemas for particular categories.
As noted above, several researchers have found
that incompatibility or opposition between cat-
egorical identities restricts one’s ability to suc-
cessfully cross categorical boundaries. Those
who attempt to incorporate features from
incompatible categories will generally be per-
ceived as a poor fit with any one of them.
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