Research on key factors that
influence Firms’ Sustainable
Growth after the Industrial Strategic Inflection Point

‘Pl R TR
Ja &b 3548 RIS Y

SEESHEELIE

BB &

W) Mk AR



DTS PRI
R E B
Hmikit: B850k
PHEERH . F P

BB B (CIP) ##E

Tl AR T A7 A A RS AR A ARG R R R
WHoE / BB, — R WU)IRAEH REE, 2011.5
ISBN 978—7—5614—5295—0

[ @O I Okee- [ Ol AR — RS T
V. ©F272

A R CIP 8@ (2011) 5% 097672 &

4 “TURBRERRQSEEUFERKAHABIRERHR

& F BKH%

t RR PR e st

: ] HE AR R B 24 - (610065)

b3 7 RS A

+ € ISBN 978—7—5614—5295=0

Ep Bl SRR ERMENR

&R~ 148 mmXx210 mm

Ep 3k 14.5

f ¥ 403 TF

AR R 20114E5 A% 1 R @ CEHEIAA G S AR TR

En R 2011 48 5 A 551 ICEDMRY BER., #1175 . 85408408/ 85401670/

= #t  35.00 IC 85408023  HIREERES ;610065
@ AP B AT B R R, i

RRAR P H @ B A A S A (el RS AL

@ ik : www. scupress. com. cn



EEU SRS BRI SR A S EARI B M b L 1!



TERRFNE B E SRR, RERE T — LRy Bl sk 13
AT, [ 45 [ 2Z [8] f) S BRAZ AR AR, A5 N2 [ 1 7 1
ARG HORAAREE , SUHLFINE, 2k NRETF IR “Hi” —
A, HAFSE R 2T IR 35 R AR A B A: Sa 4 i S BRAEAE N
My SR B i 1) K - 15 R IR SO Al AR = S 44005 AT R
e, BRI ERAE A Al AL = 5 Y SRR & A2 A4 R
) S R AR B0 5 4 T E i - A SR 1997 AF Y <6
Al fE AL FUE—A XA 9O, TR 4 2008 4F46 T 3 R R ARG AL
{18 < R XL D 0 22 I8 A R R 22 T L FEANIL BN« 240
ZAEMIMEL T, ARV A A IEAE TG G LM IR A5 56, Ak Anfal £
SHASFREE T S PR AR A B I AR Al K o R 15 i e ) S B
[F =

TERTEAHSCSCHRAY LR 1, ASBIESE A BSOS 4 2 e A
S I AN AP AR B G R P R R SR AT, RS BRI R RES
AV R IIBHL 2, Wl BES AL M 1) %7, — D —1
A S AT A5 00 S B 7S T Ml BT T I PR E A Sh AR RRAE Al fE
0 I 5 A S AT i PR E 2 AL B TR e IR SR B Y “—BR”, 5K

@O AU ERE R ST “2007 4F [ 5 B B KT K22 4 IR BIF 5 A
H7 %28, REEURE AT SE [ ] Je 9038 KR AR AR B e S8 il



BRSNS . Hait, FERE S e BT S R Ol SO B A T
IR HE T S EERE BV, ARBFTEUCE 7l g e a7 A
W AEBIAS IR T RIS Z R B Z — o AT el aneg 72
BNASIREE T S BURFLE R AR SEL RIS A BB S B N A8 S
SMEREEGHINIFT RS, AT T PR AL

() P R R A ST R P R A

(2) Afta—sefmli e s Fedr s” TR akAS 1 Eh?

TEX BIEFE AR 51 R, AHFTEEAT T R AR G Sk SR
w, W TR R R G B PN A RS BE . BFERRR
AE B, IR T XA ORFE MR SRR S JE 7R - FESS B 0FE
)RR SCRRZE IR 518 AR L, CREASBIFSE A SEUE Ry BE 23 D %8s 7>
BB o A Mk o3, b Bl il o R SSUERE S SRR S — 1
L0/ [ S 1 i O S T TR e 23 I S a0l A L i

WG iR > G5 SCERERR T e B ZEIE . K WX DRIERE I8 AN
PR A B LR, AL PR SCRRAY SR L35 & A
AEE N, AR R MBI T B 4Rt - ASBIETE NS
TEESPFE . H2 - ATl fFESEREARN (s
A ARl M JCZ TR AL A k) 1979—2006 4F 115 23 /] 10707
AREAK 21 AN 4RER, 33t 224847 MRS, SRIDDI LT E N

@ AWFEAN FRAL RIS 7 =R fERIER (technological regime)  HYARAS
PEARA TG S B 7 Ml S5 A AN T LA B AR AR PRk, ik — AR 20 RS 7l 9 R ol 5
WA RS o MPARTEAR IR EER (BORF/ B2 K fg) 22fes i (IH#E
i) Aefl, VARSI (BURETHD) B ER .

@ EEFELERY LR B A SR ISl & R R AR A R TG
[ Sk o B B P E R ER AR A P E B AT 30 SRR R DT 2, B4l
B BT s AR L, BIMEA i T E A R RS AR, AR
HMELLSE AR T BB R AR« % FE Al 3 S P Ll 7R3 POl B AL TR )
W, FEAELRAMEN, A E gl 5 PR AR 2 ) 23K T S 230 T AR AT 2
Y, A E A A E R AR R RS A F2AL, o Il Ml X 22 3 J A 300 T T
ZH) PO AT, ARG AR T R R ARl o

2



F, PEZEETETMEMESE A, IR Z LLSCERAF R, BARER 4
IR (] %0 118 R 2 R0l (1989—2005) | il 25k ( 1987—
1999) . AL Tl (1979—1991) . Hii& 2 ML 7=k ( 1995—2005) .
TeE AL R L (1992—2003) , @ A HIF RSV EME T A,
Uik TASER 4R ) 8 MR, BRI IERESS TRk
BT MREITAR R ZE S L FE R AE R R TSR 5
b SR A 5 e PR 2R A AR A 1

() ‘PEALRMEREIT R BB ARS N T REERR
BT B CPALEREEEITR” M PR ZEmAREgR B
LR

(2) HAWPARFEAMREOESE, £ FhZEBAeR
B BRT, Bw TLEMETR” BAoSARR R
BEREQFRES (EHEX) . WREAR (AHRK) . RBRE (E
HX) , REEE R R (SHR) .

(3) B “ERBEHETA” BOLSHELRNRERRE
AEFELFEEMEERR, &%EERNTRNEBRR.

LA AT o R IR g, FE RS2 (32 FE L E
Intel AR)) WA DTSRG FEAE I, Zad i f sy, IHgh A
APAE “PEAb RIS A S R ek . PR (PRIR HATBA)
NS PR RN U AR 25 A 98 A e AT AE 2L, 38 2 LA R AE IR
FED RIS AL RN R PSR, IR B, A
G 3 NI T HIER L AE Pk S FE AT R AR AR
DI R PR LR A B, FEH:

BRI E (PIREN) EWTRHAN, REE (R
SEEBN) AN RAMALAIRGEHN S TALREETT R Fal
MR TIMER, SRR E—B LR EHx LA RA
HRpEEE (REAB) AR (B4 DANagiE” ) MEs
ARG (B “REGHWRIE” ) Z R A EE R R A
EOTEREERITR” BRIhEICE.



LEEMTRTIEEIE, BHE A (1) REIEE R it
BATEIRE (JORIABN) MIANEISE M. (2) 8IS Y e £
FEHRIEE (PSRRI MEH . (3) IR & RIS DL R s
SEt EARR A SUMIRSE R 32 SR (TR SRIATBN) - 40 38 I 25 1) 52
Mo (4 T EEREAT 7 BRI AR R & MR AL R AR AL
Ak, AR AR LB, T TG FBAT B R S5
B TR, VAT RN ZE A R A2 RIS, IS LU
B BRI T N Z (8] 72 A2 32 B U I ( Bandura, 1977; Davis,
Luthans, 1980) . [Fit, 7£ “F7EREEEHAT A7 S5, JRREXT
HLVHRGER P A E R (5) [, AR MR H
P WEHPORE (YORRIBN)  MAALE R IR R, JERI—E W
FEREZ AR, 50 E (PSRN D BRI N S A fig
PEHEAAE P ISR TR AT, PEit, AR N

PORE (YUREIBN) R REX PlREETR” Fi
W RN AR CEBMEH. hT IS AR
HAY, DAKGEZm 7l O ST a5 Al SRR Ak i B R R R
FEARF T S A EANT, A4 EH M AN, B,
PRH (YCREABN) A6 A Ml I o8 o] R IATIG 7 b R 5 3 o5
BHER , T P RIS EEYT A7 TR (7= AR
YT M) DA RCE R IR ZR AR AR LA FH AN [R) 4 RN 1)
(PRI 5 o X PR R B A B A 2ORD SR A5 2, B i i
(RIS S A1 ol SO 51 -2 5 T SR =N )

ARHIFFE B A AR A T BEARBLAE X SRS 5L T s e . RS
IR S UL A SEUERIF G304 BhASRE ST BRI . Al s e A=
v EACER S Y TR L

BrULZ Ak, AW HA T 2 s, A BRI A 4
R X A5 | AR SRR ST, 48 SR AE AR, 5] S BN
XL ZE A R, B BIAR DA 6 BT E]D TR SRR T A
JOEXTBE ST AT, U A [l il )k Jr B B i e 2 L

4



MERER, B—DFa T EET R RIUR. 200 Tkt E Al
I A) R SRR 5T o

REBA: BRETR FERRK FR R AAdR A
REH



Preface

It is an era that based on the knowledge and information. The pace
of the globalization has been pushed by the development of technology
which makes the communication becomes easier and easier, the
transportation becomes more and more convenient***The globalization has
changed the earth into a flat world, however, at the same time, it
brought more challenges to the sustainable growth of firms that we could
never imagine before: more and more firms from other countries have
emerged into the local area that was the domain of the local firms, more
and more firms are competing with each other on some resource that was
shared by few firms++-In 1997, the Asian Financial Crisis was only a
local disaster that influenced few countries in Asia, while, in 2008, the
financial crisis started from U.S. A. has put the whole world into an
economic regression. It is a world that changes extremely quickly and
integrates every country into one, so, | have to say that, as a firm
competes in a flat world, it can not grow without an international
perspective and the dynamic perspective.

From the literature of “Strategic Inflection Point ” and “Firm
Growth” , T found it is believed by the scholars and practitioners that the
“Strategic Inflection Point ( SIP)

”

is a “death valley” for the firms’
sustainable growth: if a firm can navigate the SIPs successfully, it can

have more chance to gain the sustainable growth, conversely, if a firm



get lost after the SIPs, it will have a very difficult time to survive. 1
proposed that the SIP is highly related to the sustainable growth of firms
in the dynamic world. Based on my understanding of SIP in the
literature , I named the SIP as “Industrial Strategic Inflection Point” and
defined the Industrial Strategic Inflection Point as a fundamental change
of the industry in terms of the industry structure and dynamics that alters
the types of winning strategies employed by successful companies. These
changes are caused by shifts in the technological regime arising from the
change of the technology, customers” preferences, or governments’
regulations.

In order to answer the question of “how to win the sustainable
growth in the dynamic environment” , I did a research on “how to attain
the sustainable growth after the ‘Industrial Strategic Inflection Point” 7
in my dissertation.

The performance is one of the most popular ways to measure the
sustainable growth in the literature, while the industrial leaders are the
firms that has achieved sustainable growth by the standard of industry
analyzers and common people. To this extent, I asked two research
questions built on my research topic:

1. What are the factors that influence the change of the performance
of firms after the “Industrial Strategic Inflection Point ( ISIP) ”?

2. Why some firms can success after the “Industrial Strategic
Inflection Point ( ISIP) ”?

To answer these two questions, [ did a literature review on
“Strategic Inflection Point’, “Strategic Change”, “Firm Growth”,
“Firm Life Cycle”, “Firm Survival”, “Turnaround”, “Industry
evolution’ , “Shakeout” to analyze whether it is a meaningful topic or
not to both the academia and practice, what has been done and not been

done on the ISIP, the implications to my research design and so on.
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Based on the literature review, and the research context, the
empirical research of the dissertation included two parts: data analysis &
case study.

In the data analysis part, I applied the deductive method based on
the Resource-Based View and Strategic Choice Perspective. After
presenting the research model, 1 proponed eight hypotheses and
explained how I build the theory in this part. Then, I did the research
design. 1 collected 224,847 data from Semiconductor Industry,
Pharmaceutical ~ Industry, Chemical Industry, Information and
Communication Industry during 1979-2006 from COMPUSTAT and other
database. Depending on my definition of ISIP, I analyzed the logic of
ISIP and constructed the system to choose the time window for the data
analysis. The system includes three methods, including ( 1) history
events analysis, (2) factor analysis in the industry level, and ( 3)
literature review related to these industries, and five dimensions,
including ( 1) technology, (2) market, (3) industry structure, (4)
industry dynamics, and (5) firms” winning strategy. The time windows |
chose are: Semiconductor Industry ( 1989 — 2005) , Pharmaceutical
Industry ( 1987-1999) , Chemical Industry ( 1979-1991) , Information
and Communication Industry ( Telephone Apparatus Manufacturing,
1995-2005; Wireless Communication Carrier, 1992-2003) . The results
are as follows:

Hypothesis 1a: the Innovative Capability is positively related to the
change of firms® performance after the ISIP. It is supported by
Pharmaceutical Industry, Telephone Apparatus Manufacturing Industry;
partially supported by Wireless Communication Carrier Industry (  “U”
Shape) ; not supported by Chemical Industry ( negatively related) ; not
significant in Semiconductor Industry.

Hypothesis 1b: the Human Capital is positively related to the

3



change of firms” performance after the ISIP. It is not significant in all
sample industries.

Hypothesis lc: the Physical Capital is negatively related to the
change of firms” performance after the ISIP. It is supported by
Pharmaceutical Industry, Wireless Communication Carrier Industry;
partially supported by Telephone Apparatus Manufacturing Industry(  “U”
Shape) ; not supported by Semiconductor Industry ( negatively related) ;
not significant in Chemical Industry.

Hypothesis 1d: the Slack Resource is positively related to the
change of firms~ performance after the ISIP. It is supported by
Semiconductor Industry, Telephone Apparatus Manufacturing Industry;
not supported by Pharmaceutical Industry ( negatively related); not
significant in Chemical Industry, Wireless Communication Carrier
Industry.

Hypothesis 2a: the Diversification Strategy has an inverted “U”
Shape relationship with firms” performance after the ISIP. It is partially
supported by Semiconductor Industry ( negatively related) ; not supported
by Chemical Industry ( “U” Shape) ; not significant in Pharmaceutical
Industry, Telephone Apparatus Manufacturing Industry, Wireless
Communication Carrier Industry.

Hypothesis 2b: the Internationalization Strategy is positively related
to the change of firms” performance after the ISIP. It is not supported by
Pharmaceutical Industry ( negatively related) , Chemical Industry
( negatively related ) , Wireless Communication Carrier Industry
( negatively related); not significant in Semiconductor Industry,
Telephone Apparatus Manufacturing Industry.

Hypothesis 2¢: the Cost Leadership Strategy is negatively related to
the change of firms” performance after the ISIP. It is supported by
Pharmaceutical Industry; partially supported by Semiconductor Industry
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( “U” Shape) , Wireless Communication Carrier Industry ( “U”
Shape) ; not significant in Chemical Industry, Telephone Apparatus
Manufacturing Industry.

Hypothesis 2d: the Differentiation Strategy is positively related to
the change of firms” performance after the ISIP. It is partially supported
by Pharmaceutical Industry, Telephone Apparatus Manufacturing
Industry ( inverted “U” Shape) , Wireless Communication Carrier
Industry; not supported by Chemical Industry ( negatively related) ; not
significant in Semiconductor Industry

I discussed the results industry by industry and found that Chemical
Industry did not support any of my hypotheses. Comparing the Chemical
Industry with other industries, 1 proposed that the ISIP should be
classified into two types contingent on the source of the technological
regime: if the technological regime comes from the destructive
technological change in the industry, I call it “inside ISIP”; if the
technological regime comes from the destructive technological change by
the converging with other industry/industries, I call it “converging
ISIP”. The results showed that the hypotheses in my research are
supported by more sample industries encountered the “converging ISIP”.

Thus, my conclusions to the first research question are: (1) under
the context of the “converging ISIP”, the innovative capability and the
slack resource is positively related to the change of firms” performance
after the ISIP, while the physical capital and Cost Leadership Strategy
are negatively related to the change of firms” performance after the ISIP;
(2) the dimension of different factors and the direction ( positive/
negative/ “U” Shape/Inverted “U” Shape) of their influence to the
change of firms* performance after the ISIP are subjected to the
characteristics of the industry they are competed in.

In the case study part, I applied the inductive method. Based on
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the in-depth case study of Intel Corporation, 1 compared how Intel dealt
with two ISIPs, why it succeeded at the first time, while lost twice at the
second time. With the implications from the literature review part, I paid
a lot of attention on the key decision makers” cognitive process and
organizational knowledge structure when I interpreted the case. I came up
with three propositions using the ground theory method, and the
conclusions to the second research question are: (1) the key decision
makers” cognitive process should be coincided with the change of the
environment, and keep it from “lock-in”; (2) the key decision makers”
cognitive process and the organizational knowledge structure should fit
with each other, which means the key decision makers should
understand the path-dependence of the organizational knowledge
structure and be patient when the change comes, and he/she/they
should take actions beforehand to prevent the organizational knowledge
structure from “rigidness”.

What’s more, | found that it is the key decision makers that who
recognize the importance of the resource that can influence the firms’
performance after the ISIP, who choose the strategic decision, who
interpret the environment to the organization based on his/her/their
understanding of the environment, and influence the organizational
knowledge structure especially when the environment is going through
fundamental change such as ISIP. In this wise, I proposed that the key
decision makers” cognitive process has played a key role in the firms”
sustainable growth after the ISIP. He/she/they should be aware of the
characteristics of the industry the firm is competing in, distinguish
different types of the ISIP, escape from “lock-in”, and be patient and
wise when dealing with the organizational knowledge structure’s
“rigidness ”.

In conclusion, the research has some contributions to the academia:



(1) Strategic Inflection Point Theory: 1 named the Strategic Inflection
Point as Industrial Strategic Inflection Point, and defined the ISIP; 1T
framed the logic of ISIP and present the system to analyze the time when
the ISIP happened/might happen; 1 categorized the ISIP into “inside
ISIP” and “converging ISIP” ; 1 found that the innovative capability,
physical capital, slack resource and cost leadership strategy are the
resource and strategy factors that influence the firms” sustainable growth
after the “converging ISIP ”. (2) RBV and Strategic Choice
Perspective: the context has a very strong influence on these two
theories. My dissertation built a theory on these two theories and did an
empirical research under the context of ISIP, so it expanded the
application of these two theories in this particular background. ( 3)
Dynamic capability theory: the dissertation specified what kind of
resource and capability the firms should apply, how the key decision
makers could search for new opportunities and integrate the resource and
strategy factors successfully when the ISIP comes, so it is a development
of the dynamic capability theory in the ISIP dimension. ( 4) Firm growth
theory: the research suggested how firms could achieve sustainable
growth in the dynamic environment. ( 5) Industry evolution theory: ISIP
is an important period that can not be escaped in every industry. So the
research improved the industry evolution theory by distinguishing “inside
ISIP” from “converging ISIP” , and presenting solutions to navigate the
“converging ISIP”.

The implications of the research are as follows: (1) to the firms
and the key decision makers: when ISIP comes, what kind of resource
should be stored, integrated, reduced, what kind of strategy should be
given up, how to understand the environment, the attitude and strategy
to integrate it into the organization. ( 2) to the new comer: how to

recognize the ISIP by using the evaluation system with five dimensions to
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maximize the probability of survival; how to choose a right time to enter
into a right industry; how to apply the industrial innovation by
converging technologies. ( 3) to the government: how to reconstruct the
industry structure with the regulation which can fundamentally change
the technological regime that can cause the ISIP. (4) to other groups
that have some something to do with the firm: the factors that influence
the change of firms” performance after the ISIP can be measured in
details in different industries; we can make a list of sustainable growth
indicators after the ISIP based on these measurements which can give
some suggestions to the venture capital when they evaluate different
investment portfolio, to the firms that are searching for partners for
strategic alliance, Merger & Acquisition and other cooperation activities.
(5) To Chinese firms: American experience can guide the development
of the Chinese firms especially for these four industries and now, the
reasons are: the four industries are either technology-based industry or
science-based industry, and it is well-known that technology and science
has no difference in different countries. In the information and knowledge
era, these industries are exiremely important to the economic growth,
however, in China, these industries are at the beginning of their
development, so the experience from one of the top players in the world
will make more sense to Chinese companies; China is at a transformation
stage, so it will have more chance to encounter the ISIP than any other
time in the history; the location of the industrial value chain has its
regulation, usually it will transform from the developed country to the
developing country, then to the under developed country, so, the
research on the experience of how to deal with the ISIP in the USA can
give Chinese firms some ideas on how to prepare for the next generation
of the value chain, or, how to create the ISIP to restructure the value

chain and make it more beneficial for the sustainable growth of the
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Chinese firms.
Key words: strategic inflection point, sustainable growth,
resource, strategy, cognitive, knowledge



