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A review of empirical
research on dynamic
competitive strategy

Thomas Hutzschenreuter and Sascha Israel

Beginning with Chandler’s 1962 seminal work, researchers have emphasized that competi-
tive strategy is not a static phenomenon, but rather a sequence of interconnected actions
and reactions unfolding over time. This paper reviews the empirical research on dynamic
competitive strategy published between 1986 and 2005 in nine leading strategic manage-
ment journals. An integrated framework is used to showcase the research in terms of
antecedents, strategic actions and outcomes. The literature review demonstrates that sig-
nificant progress has been made in the field of dynamic competitive strategy, and yet that
there are still many promising lines of inquiry for future theoretical and empirical research,

particularly in the areas of strategic action timing and path dependency.

Introduction

Understanding how businesses use competitive
strategies to succeed has been at the core of
strategic management research for decades
(Hitt et al. 2004). In the 1960s, 1970s and
1980s, Chandler (1962),! Hofer and Schendel
(1978)* and Galbraith and Schendel (1983)°
stressed that competitive strategy was not a
static phenomenon, but a sequence of inter-
connected actions and reactions unfolding
over time.

The relevance of such a dynamic perspective
is exemplified through a variety of practical
observations. The car manufacturer Porsche,
for example, is often cited as an example of a
superior competitive positioning in the auto-
motive industry — yet this positioning is the
outcome of a steady adaptation process that
has spanned almost a decade. Other relevant
examples can be seen in the behavior of firms
during periods of intense competitive rivalry
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(Chen and Miller 1994; Ketchen et al. 2004),
in their responses to environmental changes
(Banker et al. 1996; Goodstein and Boeker
1991; Lee and Grewal 2004; Smith and Grimm
1987), and in their attempts to modify their
industry positions or reach new ones (Lee
2003; Nair and Filer 2003).

These aspects of dynamic competitive strat-
egy have implications for researchers in the
field. First, they must study how firms behave
over time to gain insight into the causes and
consequences of competitive strategy (Bergh
1993; Menard 1991). Second, they need to
observe the timing and duration of strategic
activities. Third, they need to account for the
long-term path characteristics of strategic
change as well as the path dependencies that
result from strategic choices. In short, these
three dynamic aspects of competitive strategy
represent a compelling argument for the use
of longitudinal research in this field. It is no
wonder, then, that such studies have steadily
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gained in popularity with leading business
journals (Bergh 1993), and that strategy
researchers are carrying them out despite the
challenges they present.

We feel that the time is right for a careful
review of the progress that has been made in
empirical research on dynamic competitive
strategy, and that such a review should center
on longitudinal studies. We evaluate them
from three angles: First, how they improve
understanding of antecedents and outcomes
of dynamic competitive strategy. Second, how
they broaden perspective on the timing of stra-
tegic actions. Third, the degree to which they
address long-term path characteristics of stra-
tegic actions. Based on our analysis of the
progress that has been made with respect to
all three angles, we shall turn our attention to
possibilities for future research.

We begin the second section by outlining
the methodology, describing how we identi-
fied the relevant literature for the review, and
setting out the framework that we use to
showcase how that literature addresses ante-
cedents, strategic actions and adaptations,
and outcomes. The third section includes a
review of the literature and a discussion of
applications using the organizing framework.
We make suggestions for future research,
discuss methodological challenges, and out-
line implications for managers in the fourth
section. The final section presents our over-
arching conclusions.

Methodology

Scope of the Review

In an effort to reflect the progress that the field
of strategic management has made with respect
to dynamic competitive strategy, this review
will focus specifically on longitudinal studies
on competitive strategy content (Rajagopalan
and Spreitzer 1993). For the purpose of this
review, we see longitudinal studies as ones in
which (a) the variables are collected at two or
more distinct points in time, (b) the subjects
or cases that are analyzed are the same, or at
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least comparable, from one time period to the
next, and (c) the analysis includes some com-
parison of data either between or among time
periods (Bergh 1993; Menard 1991).

The strategy content perspective was chosen
based on the large increase in relevant research
emphasizing a dynamic perspective over
recent decades (Bergh 1993). Rather than
taking a static theoretical and methodo-
logical approach, many studies take a historical
approach to central concepts such as strategic
fit and organizational alignment (Zajac et al.
2000). Advances in the field have been made,
building on the resource-based view of the firm
(Barney 1991), using alternative approaches to
strategic change (Kraatz and Zajac 2001), and
with studies on short-term and long-term com-
petitive dynamics (Ketchen et al. 2004), all of
which have since then strongly intensified the
interest in dynamic phenomena and longi-
tudinal research approaches. As a result of
these developments, we consider a review on
dynamic strategy content a warranted choice
for this review.

Identification of Literature

We began by looking at many articles in
academic journals and their quality rankings
(Extejt and Smith 1990; Franke et al. 1990;
Johnson and Podsakoff 1994; MacMillan
1989, 1991; Podsakoff er al. 2005; Tahai and
Meyer 1999). We also looked at the scope
description in the Business Source Premier
database. After weighing information on qua-
lity and impact, topical appropriateness and
empirical orientation, we selected nine jour-
nals as a basis for the review (see Table 1 for an
overview). Because of the selection process,
the need for a consistent set of keywords, and
to prevent a proliferation of results, specialty
journals focusing, for example, on specific
industry sectors or aspects of organizational
development were not included in the search.

We then looked at several reviews of the
competitive strategy and dynamics literature
done previously (e.g. Fahey and Christensen
1986; Ginsberg and Venkatraman 1985;
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Total Disjoint Relevant
hits articles articles

Competitive
advantage

Change
strateg*

Dynamic*
competiti*

Dynamic*
strategy

Business
strategy

Competitive
strategy

Table 1. Results of structured database search by journal and keyword
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15

82

100

19

29
18
54
21

10

21

Academy of Management Journal
Adminstrative Science Quarterly
Journal of Business Research
Journal of Management

1

2

34
152

42
215

40

13

16
11

23

59
28
48

33

86
157

109
215

22
21

19
32
23
46

4

78
24
38
47

13
10
23
19
39
143

Journal of Management Studies

Journal of Marketing
Management Science

87

124
193

28
22
30
129
315

30
27
26
131

376

155
107
433
1,293

37

14
68
137

154
622
1,774

13
42
161

19
127
316

Organization Science

154
463

Strategic Management Journal

Total

9

*was used as a variable, allowing for any ending, such as ‘dynamics’ or ‘dynamic’.

Search conducted within abstract or author-supplied abstract; publication period 1986-2005; results restricted to articles.
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Ketchen et al. 2004; Rajagopalan and Spreitzer
1993), and also read a number of the studies that
were identified in those reviews. During this
process, we listed possible search terms, such
as ‘strategic alignment’, ‘organizational contin-
gency’ and ‘strategic adaptation’. We eventu-
ally narrowed the list down to six keywords
that were then used for a computerized search
(Brynjolfsson 1993) of article abstracts in the
Business Source Complete database to find
potentially relevant articles published between
1986 and 2005. We chose 1986 because only a
small part of strategy research done before that
date was dynamic (Bergh 1993), and because
what was done before then had already been
extensively reviewed (Fahey and Christensen
1986; Ginsberg 1988; Ginsberg and Venkatra-
man 1985).

The database search identified 1293 separate
articles from 1774 keyword hits. We read the
abstract of each article, looking for an indica-
tion that a longitudinal analysis was performed
on an aspect of competitive strategy. If we
believed this was the case, we did a cursory
reading of the article itself. In actuality, this
process yielded 137 articles with longitudinal
studies pertaining to competitive strategy (see
Table 1 for a summary of the results of this
process). The final step was to scan selectively
the reference lists of the articles, looking for
any indication that our keywords, or the jour-
nals we selected, might have led to system-
atic biases, but could find no evidence that
this was the case.

Review Framework

Following previous reviews, we relied on an
organizing framework to structure the existing
literature. In order to develop such a framework,
we followed a sequential two-step process. In
the first step, we consolidated classification
schemes from the fields of competitive strategy/
strategic change (e.g. Fahey and Christen-
sen 1986; Ginsberg and Venkatraman 1985;
Ketchen et al. 2004; Rajagopalan and Spreitzer
1993) in order to identify the relevant linkages
between (1) antecedents to competitive
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Antecedents
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Figure 1. A framework for research on dynamic competitive strategy.

strategic actions, (2) strategic actions and
adaptations as the focus of the review and (3)
strategy outcomes. The initial classification
schemes were adapted to a dynamic context and
consistently refined during the course of the
review. As a result of this first step, Figure 1
summarizes the relevant antecedent, competi-
tive strategy and outcome linkages.

The goal of competitive strategy is to find
the optimal match between environmental
and organizational contingencies (Zajac et al.
2000). It is logical then that these variables are
seen as antecedents to dynamic competitive
strategy. Environmental contingencies include
the historical evolution and the current values
of the technological, regulatory, competitive
and general environmental contexts. The tech-
nological context refers to the characteristics
and development of the technologies that a
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firm relies on to conduct its business (Tripsas
1997). The regulatory context includes aspects
of legislation, regulation and deregulation in
the industry (Barr and Huff 1997; McCutchen
1993). The competitor action and competitive
landscape subcategory encompasses not only
the competitive activities of a firm and its direct
competitors, but also the structural conditions
for such behavior, such as the strategic group
structure of the industry (Smith ef al. 1997),
entry into, and exit from, relevant product
markets (Smith and Wilson 1995), and the
degree of multipoint competition (Gimeno
and Woo 1996). Finally, general environmental
characteristics include the stage in the product
life cycle (Mascarenhas and Aaker 1989), envi-
ronmental dynamism (Fombrun and Ginsberg
1990), and a broad range of other conditions and
uncertainties with which a firm must contend.
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In addition to these antecedents of competi-
tive strategy that relate to the environment in
which a firm does business, there are contin-
gencies that are part and parcel of the organi-
zation itself. One of these, organizational
performance, is so central to research in
dynamic competitive strategy that we consider
it separately. We include in this subcategory
the historical development of a firm’s financial
or non-financial performance, and the effect of
performance on subsequent strategies.

There are several other organizational con-
tingencies that exert influence on subsequent
dynamic competitive strategy. The strategic
context encompasses a firm’s past corporate
(Hoskisson and Johnson 1992) and competi-
tive strategy (Washington and Ventresca 2004).
Organization structure refers to the status of,
and changes in, top management team (Barker
etal. 2001), pay structure (Carpenter 2000),
governance mechanisms and board processes
(Golden and Zajac 2001) and size (Glen and
Hambrick 1995). Finally, the organizational
resources and capabilities subcategory captures
the paths and positions of a firm’s tangible and
intangible resources, skills and organizational
capabilities (Cockburn et al. 2000).

All the descriptions up to this point relate to
antecedents. We come now to the crux of the
matter, dynamic competitive strategy. In fact,
the literature covered in this review looks at
competitive strategy at two different levels,
the first being general strategic actions and
orientation, which captures the overall strate-
gic posture of the firm, either by focusing on a
broader set of strategic decision variables such
as R&D, investment, marketing, and product
and market scope (Caves and Ghemawat
1992), or by relying on broader constructs of
competitive strategy such as differentiation
and cost leadership strategies (Kotha and Nair
1995). We further suggest for the purpose of
this review that the second level can be broken
down by product or market strategy, func-
tional strategy or cooperative strategy. Product
and market strategy refers to competitive
strategy decisions about the product portfolio,
including decisions on target markets (Greve
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2000), new product introductions and market
entries (Baum and Korn 1996). Functional
strategy refers to how the general competitive
strategy is realized in distinct functional areas
such as R&D, marketing or production.
Finally, we look at cooperative strategy as a
separate category because of its importance in
the literature. It refers to the degree to which a
firm relies for its strategies on inter-firm coop-
eration in one form or the other, including alli-
ances (Eisenhardt and Schoonhoven 1996).

The environmental and organizational ante-
cedents identified earlier, in combination with
the strategic actions and adaptations of the
firm, lead to performance-related and non-
performance-related outcomes. If we look at
strategic activity as a dynamic and recurring
event, the outcomes of competitive strategic
actions are the setting in which the next itera-
tion of strategic activity is performed. There-
fore, outcome factors, with the exception of the
regulatory context and general environmental
characteristics, are identical to antecedent
factors. We exclude general environmental
characteristics on the assumption that they
evolve largely independently of individual firm
activities. Furthermore, we do not include the
regulatory context as a direct outcome because:
(1) while firms can try to influence their regu-
latory context favorably through political pro-
cesses (e.g. by lobbying), these activities are
outside the traditional core of how a firm com-
petes in each of its businesses in the market-
place; (2) to be complete in covering the
regulatory context would require including
literature that is outside the scope of typical
strategic management journals; and (3) this lit-
erature offers little synergy with the remaining
parts of our framework (see e.g. Grier et al.
1991 for further references on the political
process).

To summarize the results of the literature
review, we formed a review matrix by juxta-
posing the elements of the framework. Rows
represent independent elements and columns
represent dependent ones. A three-digit key
(001 to 137) is used to code the studies and
sort them into relevant links, first between
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antecedents and competitive strategy, then bet-
ween strategic actions and adaptations and out-
comes. Figure 2 represents the completed review
matrix, which is intended to be a summary of
the major research questions that we pursued.

We read each of the articles in order to
assign them properly to the correct slot in the
matrix according to our assessment of the
links explored. While the analysis of article
content was both consistent and comprehen-
sive, we are aware that there is a certain
amount of subjectivity involved. Table 2 there-
fore provides the detailed results of the cate-
gorizations as well as a summary of the period
of time covered by the study, its sample size,
the assessment of the links explored, and key
findings for further reference.

The next section summarizes the content of
the articles in more detail. Following the initial
objective, we evaluate the contribution of each
on three levels: (1) antecedents and outcomes;
(2) timing of strategic actions; and (3) long-
term path characteristics of strategic activity. In
doing this, we hope to outline major findings
and to draw conclusions about the contribution
of longitudinal studies to competitive strategy.

Literature Review

Environmental
Contingencies—Competitive Strategy

The longitudinal studies covered in this review
have consistently found that environmental
variables shape the path of strategic actions
over time. In fact, dealing with the uncertainty
associated with the environment in which a
firm does business has long been seen as a
primary focus of all entrepreneurial activity
(Knight 1921). The most important variables
studied under the heading of this link have
been technological and regulatory contexts,
competitor actions and the competitive land-
scape and, finally, a broad set of general envi-
ronmental characteristics.

Technological context— Competitive strategy.
The studies included in this link have been
performed across a variety of industries and
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technological settings. They find that firms
(1) react to disruptive technological changes
and developments, (2) respond to continuous
reductions in the recombinant search space
in their current technological domain (Ahuja
and Katila 2004), and (3) differ significantly in
terms of their strategic responses, with speed
and type of reduction varying considerably
between firms (Lee and Grewal 2004). As sug-
gested by Schumpeter (1934), researchers also
found that technological change is an impor-
tant factor in influencing entrepreneurial
efforts to improve firm position through the
introduction of new goods, services and pro-
duction technologies. Firm-level changes
occur at the general competitive strategy level
(Banker et al. 1996) as well as in specific strat-
egy domains such as alliances (Afuah 2000),
and often significantly influence the overall
competitive setting of an industry (Cool and
Schendel 1987; Zuniga-Vicente et al. 2004).

Two studies included in this category have
also focused on technological path depen-
dency. In their study of a technological change
in the banking industry, Pennings and Harianto
(1992) show that accumulated experience in
relevant technological areas increases the like-
lihood of a firm successfully incorporating a
new technology into its competitive strategy,
thereby suggesting that technological strate-
gies are path dependent. Lee (2003) showed
how the discovery of antibiotics in the pharma-
ceutical industry led to two alternative strate-
gic responses, innovation and imitation, that
created long-term divergent evolutionary paths
that resulted in two different types of industry
players, a split that exists even now, more than
40 years later.

Regulatory context— Competitive  strategy.
Changes in the regulatory context represent
a second powerful antecedent to strategic
actions, which must be properly monitored and
reacted to in order to sustain a business’s suc-
cessful alignment with its environment (Barr
and Huff 1997). Numerous practical examples,
such as the discussion on CO, emissions or
the ongoing regulatory issues in the European
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Empirical research on dynamic competitive strategy

telecommunication, power generation and rail
transportation sector demonstrate the high rel-
evance of this linkage. Researchers have found
that firms frequently change their generic strat-
egies in response to regulatory changes (Smith
and Grimm 1987; Zajac and Shortell 1989),
and make significant adjustments in their com-
petitive posture along key operational ratios
(Banker et al. 1996; McCutchen 1993) if they
(1) think that their welfare is directly affected,
and (2) are able to identify multiple indicators
and effects of the need for strategic change
(Barr and Huff 1997).

Despite the fact that there are a considerable
number of studies that fall under this link, there
are few findings that focus on path dependency
or the timing of strategic actions. One study by
Barr and Huff (1997) does focus on the timing
of strategic responses. That study of six phar-
maceutical firms showed that strategic changes
are not predominately achieved in a timely
way, as the pressure to change builds only
gradually while firms struggle to align the dif-
ferent beliefs and mental models about cause
and effect of alternative strategic adaptations.
The findings also suggested that firms which
monitored legislative changes were not quicker
to change than their less attentive counterparts
(Barr and Huff 1997).

Competitor  actions and  competitive
landscape— Competitive strategy. How com-
petitor actions influence a firm’s competitive
strategy is one of the most important, and
certainly most extensively studied stream of
research in the matrix. The recent and intense
competitive interplay with multiple strategic
moves in the domain of pricing and entry
timing surrounding the introduction of the
Microsoft XBOX 360 and Sony’s Playstation 3
represents a powerful and well-known example
of the relevance of this linkage. Not surpris-
ingly, researchers within this field have conse-
quently addressed the linkage from a variety
of different theoretical angles. It is hardly
surprising, then, that researchers have add-
ressed it from a variety of different theoretical
angles.
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At the most basic level, researchers found
that, when a rival makes a strategic move,
firms often will counterattack (Smith and
Wilson 1995), and when faced with an
increase in the intensity of competition, firms
will increase the number of competitive
actions (Goodstein and Boeker 1991; Miller
and Chen 1994), and adjust strategy content
(Craig 1996). In addition, strategic adaptations
by competitors can also serve as reference
points and increase the likelihood that a firm
incorporates a similar strategy itself (Washing-
ton and Ventresca 2004).

Other researchers that have focused on stra-
tegic groups have found that they also act as
reference points. Firms are motivated to rein-
force group structure by pursuing strategic
actions that build mobility barriers (Fiegen-
baum and Thomas 1995) and react to devia-
tions by adjusting their strategic actions
towards the group reference point (Fiegen-
baum and Thomas 1995; Nair and Filer 2003).
Strategic groups also seem to influence the
type of strategic response. However, differ-
ences in speed of competitive response and the
general likelihood of competitive responses
could not be predicted by group membership
(Smith et al. 1997).

Multipoint or multimarket competition also
influences dynamic competitive strategy. Faced
with multipoint competition, a firm must eval-
uate and react to rivalry in several geographic
or product markets simultaneously (Karnani
and Wernerfelt 1985). As in the case of strate-
gic groups, multipoint competitors can serve
as reference points to steer a firm’s competitive
product/market strategy (Greve 2000). This
relationship increases as levels of multipoint
contact increase, and then decreases at moder-
ate to high ranges, thus following an inverted
U-shape (Baum and Korn 1999; Boeker et al.
1997; Havemann and Nonnemaker 2000). As
multimarket contact increases, firms also move
less frequently but more quickly, following
the moves of rivals (Young et al. 2000). The
effect of multimarket contact on firm-level
action is greater for firms with dissimilar
resources relative to their rivals, with resource
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dissimilarities also influencing the timing and
frequency of response (Young et al. 2000).

Cooperative links within an industry also
seems to be an important contingency in the
environment—strategy link. First, an increase
in alliances within an industry decreases com-
petitive intensity (Young et al. 1996). Second,
firms are more likely to engage in firm-level
alliances if competition increases (Eisenhardt
and Schoonhoven 1996; Sakakibara 2002).
Third, firms react to alliance extension by part-
ners by forming a new collaborative relation-
ship of their own (Singh and Mitchell 1996).
Similar results have been suggested for small
companies or new ventures, where the owner’s
personal network influences competitive strat-
egy (Ostgaard and Birley 1996).

In conclusion, there has been substantial
coverage of the competitor actions and com-
petitive landscape—competitive strategy link,
with several identified studies also focusing on
timing issues. However, path characteristics,
for example the history of strategic interac-
tions, do not seem to have been considered
often.

Organizational Performance—
Competitive Strategy

A history of favorable performance builds a
level of confidence that encourages managers
to continue past strategies. This persistence is
caused by several distinct mechanisms. For
instance, managers generally face less pres-
sure from a deviation of aspiration level and
actual performance after periods of good
performance (Greve 1998a). Additionally, per-
sistence often permits the reliance on proven
routines (Lant er al. 1992; Miller 1993) and
increases viability through confidence and fit
with existing mental models (Barr ef al. 1992;
Lant ef al. 1992).

Empirical studies covered in this review
have demonstrated strategic persistence
after historically good performance to exist in
terms of stickiness in core operational ratios
(Audia et al. 2000), corporate aggressiveness
(Fombrun and Ginsberg 1990) and product
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portfolio additions and divestitures (Goodstein
and Boeker 1991; Ketchen and Palmer 1999).
Results also show inertia to affect tactical as
well as strategic actions (Miller and Chen
1994), and to persist in the face of radical tech-
nological change (Audia et al. 2000). Ferrier
(2001) extends these results by studying the
effect of good performance on the yearly
number of competitive attacks, their complex-
ity, and their average duration and found a
negative relationship between past periods of
good performance and attack duration. None-
theless, despite the considerable number of
studies identified in this review, we found little
work on how past performance influences the
timing of strategic actions or its effect on long-
term path characteristics.

Organizational Contingencies—
Competitive Strategy

In addition to environmental variables and past
performance, research on dynamic competitive
strategy has identified three different types
of organizational contingencies: (1) strategic
context; (2) organizational structure; and (3)
organizational resources and capabilities. We
describe each of them briefly.

Strategic context— Competitive strategy. Here,
the focus is the firm’s history of competitive
and corporate strategic decisions. Researchers
in this area have found that a dominant strategic
logic can reduce the propensity for strategic
change (Boeker 1989), and that managers
tend to pursue strategic actions that follow
those taken in the past (Eisenhardt and
Schoonhoven 1996; Washington and Ventresca
2004), therefore past decisions influence
subsequent decisions. Changes in the strategic
context, such as acquisitions or diversifica-
tions will, on the other hand, often trigger
changes in competitive strategy variables and
so serve as a source of momentum (Hitt et al.
1996; Hoskisson and Johnson 1992). Conse-
quently, studies in this area are beginning to
account for path dependencies in terms of past
decisions and how they shape the direction of
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future competitive activity. However, there still
seem to be comparatively few studies that deal
with how the strategic context influences the
timing of strategic actions.

Organizational structure— Competitive strat-
egy. This review identified many studies on
how organizational structure impacts competi-
tive strategy. Generally, static organizational
characteristics have been seen as sources of
inertia. Overcoming such obstacles to strategic
adaptation is therefore often cited as a manag-
er’s key task (Cyert and March 1963). Inertia
can result from structural characteristics such
as formalized control mechanisms (Hannan
and Freeman 1977, 1984; Reuf 1997), set
decision-making rules, paradigms (Pfeffer
1982) and organizational routines (McKinley
1992). In addition, many researchers also con-
sider firm size as one of the most important
sources of inertia (Glen and Hambrick 1995;
Gordon et al. 2000; Greve 2000). On the flip-
side, some studies of structural organizational
change have found that it facilitates the
strength and duration of subsequent strategic
adaptations. The structural changes that have
been studied include a wide range of variables,
such as changes in ownership (Capron et al.
1998; Goodstein and Boeker 1991), and in the
board of directors (Golden and Zajac 2001;
Sakano and Lewin 1999), as well as CEO suc-
cession (Goodstein and Boeker 1991; Miller
1993) or changes in CEO compensation (Car-
penter 2000). In terms of the characteristics of
strategic change, studies in this link seem to
rely almost entirely on the general likelihood
or the type of strategic adaptation as dependent
variable. As far as we can determine, only Glen
and Hambrick (1995) investigate the impact of
organizational size on the timing of strategic
adaptation, finding that small firms tend to
be faster in executing their own competitive
moves, but slower in responding to those of
their rivals. However, despite a promising
start using organizational size as a broadly
defined proxy variable for structural organiza-
tional characteristics, no other study we know
of has extended the findings with respect to
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the timing of strategic actions. Furthermore,
none of the studies we identify has focused on
the influence exerted by long-term structural
development on competitive strategy decisions.

Organizational resources and capabilities—
Competitive strategy. This is the last of the
organizational contingencies that we shall
discuss. According to the resource-based view
of the firm (Barney 1991; Peteraf 1993) and
dynamic capability theory (Eisenhardt and
Martin  2000; Teece etal. 1997; Teece
and Pisano 1994), this group of organizational
contingencies is the foundation of competitive
advantage. Consequently, longitudinal research
on dynamic competitive strategy includes
studies that explore how resource stocks as well
as accumulation and depletion processes shape
the intensity and direction of strategic actions.

First, this research focuses on path depen-
dencies by suggesting that businesses tend to
shape paths of strategic actions that reinforce
and extend their existing resource base. For
example, Apple’s move into the mobile phone
business represents a competitive strategy that
tries to build on its superior customer under-
standing and design capabilities to enter new
but technologically related market segments.
This has been shown in terms of alliance
formation patterns (Gulati 1999; Sakakibara
2002; Tsai 2000), research trajectories in drug
innovation (White 2000) and market entries
(Greve 2000), where firms initially enter where
barriers are lowest, but then move towards
long-term positions that reflect their resource
base (Bogner et al. 1996).

Second, resources can be at the heart of
both inertia and persistence (Leonard-Barton
1992) particularly after radical environmental
changes, when a history of successful exploi-
tation not only makes it attractive to managers
to sustain the current focus, but also means that
they have had no relevant alternative experi-
ences (Kraatz and Zajac 2001).

Third, researchers have built on the fact
that resources and capabilities are often
accumulated through collective trial and error,
or arise through idiosyncratic situations and
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circumstances (Mauri and Michaels 1998).
Consequently, the stock of resources at any
given point in time can either limit or expand
the strategic options of a firm relative to its
competitors, and so represents a powerful
source of sustained heterogeneity among firms
(Lee 2003).

Finally, resources and capabilities exert
effects beyond the boundaries of the firm.
Differences between the resource bases of
competitors determine the intensity and timing
of competitive moves. This is exemplified by
Young et al. (2000), who suggest that the fre-
quency and speed of competitive moves among
multimarket rivals increases with increasing
resource dissimilarity.

Competitive Strategy—Environmental
Contingencies

Researchers increasingly recognize that strate-
gic actions are not only a response to changes
in environmental and organizational contin-
gencies, but that they also influence the path by
which several of these contingencies evolve,
thereby creating a dynamic framework of inter-
actions as well as setting the stage for the next
iteration of competitive activity.

Competitive strategy— Technological environ-
ment. We see studies of the technological
environment as an outcome of strategic actions
falling into a second subgroup. While there are
many studies that focus on innovation out-
comes, we have found only four that focus on
how competitive strategy shapes the techno-
logical environment as a setting for subsequent
strategic actions.

The results of these studies suggest that
the competitive strategies of firms within an
industry shape the evolution of competitive
technological positions (Stuart and Podolny
1996), as well as the evolution of a dominant
technological design (Suarez and Utterback
1995). However, path dependencies exert a
strong influence on this development, as firms
are often stymied in the creation of break-
through inventions because familiar technology
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paths and local search patterns are so domi-
nant (Ahuja and Lampert 2001; Stuart and
Podolny 1996). The effect is particularly strong
in incumbent firms which have a long history of
exposure to existing technologies and conse-
quently tend to sustain familiar technological
development paths, and less pronounced in the
case of new entrants, who tend to lead in dis-
ruptive technologies (Christensen and Bower
1996). Firms can stem negative tendencies in
this area by changing their innovation strate-
gies, consciously favoring experimentation
with novel, pioneering and emerging technolo-
gies (Ahuja and Lampert 2001). This makes the
competitive strategy—technological environ-
ment link another link that accounts for path
dependencies. However, important characteris-
tics such as the timing of strategic actions, as
well as the long-term pace of strategic adapta-
tion, still seem to offer potential with respect to
their influence on the evolution of the techno-
logical environment.

Competitive strategy— Competitor actions and
competitive landscape. Of the two relevant
outcome variables, longitudinal research in
this linkage has mostly focused on the link
between competitive action and competitive
response. Findings suggest that the likelihood
and number of competitive responses increase
with the external orientation of rivals, the vis-
ibility of a competitive move, and the centrality
of the market under attack. However, the
likelihood of a response decreases with the
structural complexity and general difficulty of
responding (Smith eral. 1991). The studies
that also investigated the timing of competitive
responses found that the external orientation of
competitors was an important explanatory vari-
able in predicting response speed (Smith et al.
1991). The number of actions carried out by
rivals, the structural complexity of a preced-
ing action, the effort required to retaliate and
the strength of impact on the key markets
of competitors were all found to decrease
the response speed of a firm’s competitors
(Chen etal. 1992; Chen and Miller 1994;
Smith efal. 1991). However, we found no
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study in the literature covered by this review on
competitive actions and response that focused
specifically on how a history of competitive
interactions might potentially shape subse-
quent competitive rivalry.

Another group of studies investigate how
strategic actions shape the characteristics of
the overall competitive landscape in the next
period of strategic interaction. For example,
firms’ entry and exit moves will influence the
degree of market domain overlap (Baum and
Korn 1996) or the degree of strategic similarity
(Gimeno and Woo 1996), which will in turn
influence future competitive behavior. Other
studies under this heading focus on the rela-
tionship between competitive strategy and
industrial structure (Porter 1980), and find that
strategic actions can create mobility barriers
(Sudharsan et al. 1991) or change the distance
between strategic groups or companies, thus
significantly changing the conditions, and the
intensity, of rivalry within and between strate-
gic groups (Cool and Diericks 1993).

In summary, progress in this link reveals a
similar picture to that in the corresponding
antecedent—strategy link. There is substantial
coverage of the competitive landscape as an
outcome of competitive strategy decisions,
with several studies again focusing on the
timing of competitive interactions. However,
path characteristics of the history of strategic
actions seem to have played only a minor
role in analyzing competitor response profiles
or the general evolution of the competitive
setting.

Competitive Strategy— Organizational
Performance

Just as we considered organizational perfor-
mance a separate category in terms of anteced-
ents, so do we consider it separate in terms of
outcomes. Performance is often considered the
most fundamental issue in strategic manage-
ment research and, consequently, is the most
studied phenomenon. Studies in this link can
be further subdivided into several distinct theo-
retical perspectives.
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The first of these takes a contingency per-
spective on the strategy—performance link,
recognizing that performance implications
depend on a focal firm’s past and present
internal and external environments. Findings
indicate that significant environmental change
will often disturb a firm’s alignment with
its environment and, if not corrected, will
damage subsequent organizational perfor-
mance. Generally, strategic adaptations seem
to be positively associated with performance
in turbulent or cyclical environments (Mas-
carenhas and Aaker 1989; Tushman and
Rosenkopf 1996), and to be less desirable if
they happen unexpectedly in an environment
that is normally stable (Mizik and Jacobson
2003). Researchers have shown that firms that
change strategies in response to deregulation
will outperform those that do not adjust
(Smith and Grimm 1987), and that firms that
do not change their strategies following a
radical technological change are more likely
to experience decreases in performance
(Audia et al. 2000). The need for adaptation
and the magnitude of the decline in perfor-
mance depend on the degree to which the
change makes existing sources of competitive
advantage obsolete (Afuah 2000). A similar
need for timely strategic change has also been
observed for small companies and new ven-
tures in different settings (e.g. Park and Bae
2004; Pearce II and Michael 1997). Some
research suggests that reactions are more ben-
eficial if (1) they are specifically designed to
negate detrimental effects of environmental
change, e.g. through switching to a new sup-
plier, if environmental change diminishes the
capabilities of existing suppliers, or (2) they
capitalize from arising opportunities, e.g.
through increasing R&D expenses and/or the
rate of new product introduction after techno-
logical changes (Jones 2003; Nicholls-Nixon
and Woo 2003). To survive and perform well
in turbulent and uncertain environments, firms
should therefore attempt to adapt continuously
by developing and trading off different types
of flexibility, with the optimal capability
profile depending on the factor uncertainty
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causing the environmental turbulence (Dreyer
and Gronhaug 2004).

The timing of strategic actions and the con-
sequences of those actions on organizational
performance have received considerably less
attention in contingency studies on dynamic
competitive strategy. As far as we know, only
Lee and Grewal (2004) explicitly incorporate
response speed as an independent variable.
They study technological change by looking at
the introduction of the Internet and find that
both the type and speed of response positively
affect performance, suggesting that adaptation
speed remains a promising variable for future
contingency studies.

A relatively small number of contingency
studies have studied how the path chosen
for strategic adaptation affects subsequent
organizational performance. First, Barnett and
Freeman (2001) show that the simultaneous
introduction of too many products following a
technological change will have a detrimental
effect on performance, as such an effort causes
significant disruption in proven routines.
This finding is confirmed by Jones (2003),
who finds a curvilinear relationship between
new product introductions after radical techno-
logical change and organizational perfor-
mance. In a study of entrepreneurial computer
firms, Mosakowski (1993) also suggests that
the strategic adaptation of a focus or customer
service strategy will force firms to undergo a
costly resource accumulation process. How-
ever, there was no evidence that this process
will reduce organizational performance during
the transformation process.

A wide variety of longitudinal studies
explore the relationship between competitive
strategy or specific strategic moves and orga-
nizational performance, which do not focus on
specific contingency variables. One important
subgroup of studies takes a strategic group
perspective, and explores performance differ-
ences across strategic groups. While strategic
group structure, despite some contradictory
evidence, seems to have performance implica-
tions in cross-sectional studies, their stability
and evolution over time are considerably less
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researched (Zuniga-Vicente eral. 2004).
Because past strategies create path dependen-
cies and enduring mobility barriers, and hence
limit subsequent mobility between groups
(Lee 2003), there is evidence that some perfor-
mance differences between strategic groups do
exist and persist over time (Fiegenbaum and
Thomas 1990). However, as strategic group
structure changes (Cool and Schendel 1987),
some of these relationships break down,
limiting the explanatory power of strategic
groups to stable ‘strategic time periods’, and
thus giving a more or less retrospective
perspective.

Furthermore, several other factors also
associated with existing and stable perfor-
mance differentials seem to undergo signifi-
cant changes over time. For example, even if
performance does not change, neither the
number (Olusoga et al. 1995) nor the member-
ship of firms within groups (Fiegenbaum and
Thomas 1990) necessarily remains stable over
time. In addition, although performance differ-
entials between groups can be attributed to
differences in advertising or manufacturing
strategies, these variables also seem to be
unstable in respect to both the type and mag-
nitude of the effect (Olusoga et al. 1995).

Extending these findings, Cool and Diericks
(1993) suggest that the stability of perfor-
mance differentials between strategic groups is
not accurately described by group structure
alone, as the relative positions of firms vis-a-
vis each other may change. This in turn can
change the intensity of competitive rivalry
between or within groups, even if the aggregate
industry group structure remains intact.

Still other researchers have examined the
competitive strategy—organizational perfor-
mance link by focusing specifically on market
entry strategies. Studies taking this perspective
strongly emphasize the performance implica-
tions of timing. Cumulative evidence regarding
market entry strategies suggests that being
the first to enter a market or to introduce a
new product may often have positive perfor-
mance implications, but that these advantages
erode over time. For instance, Lee et al. (2000)
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show that the faster a firm introduces a new
product, the higher the abnormal stock
returns, but show too that imitations by com-
petitors erode returns over time. Makadok
(1998) studies a similar relationship, and finds
that first and early movers in a product cat-
egory command a larger market share and a
higher price, with differences increasing as
more time elapses between leader and fol-
lower. This finding is also confirmed by Huff
and Robinson (1994), who show that followers
are able to improve their position as time
passes.

Ferrier et al. (1999) extend these findings by
studying matched sets of leader—challenger
pairs across several industries. They look at the
time elapsed between competitive action and
response and at other action characteristics
such as similarity or complexity, to show that
market leaders, who perform more actions, are
faster to adapt to newly created competitive
actions and have more sophisticated action
repertoires, are better able to defend their posi-
tions. This suggests that the timing of strategic
actions is an important driver of firm perfor-
mance for other decisions besides entry.

Finally, a number of studies have focused on
the impact on performance of specific strategic
moves such as increases in innovation inten-
sity (Roberts and Amit 2003), establishment of
institutional links (Baum and Oliver 1991) and
of inter-firm alliances networks (Hagedoorn
and Schakenraad 1992; Lorenzoni and Lippa-
rini; 1999), and increases in customer service
(Nayyar 1995). However, while there certainly
is a contribution made by these studies to
understanding the phenomenon of dynamic
competitive strategy, they often focus on very
narrow phenomena or are rooted in a variety
of different streams of research, thus not
permitting a detailed summary in the course of
this review.

Competitive Strategy— Organizational
Contingencies

Similarly to environmental variables, competi-
tive strategy shapes the internal characteris-
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tics of the firm, which in turn represent
contingencies for subsequent strategic actions
and adaptations.

Competitive  strategy—>Strategic ~ context.
Washington and Ventresca (2004) authored the
only study identified in this review whose focus
is on the impact of strategic actions on strategic
context. Their results show that strategic
actions influence the firm’s ‘dominant logic’,
which summarizes the firm’s strategic orienta-
tion and reflects its history of past strategic
decisions. Strategic actions shape this context
by extending or revising past experiences,
interpretation schemes or organizational rou-
tines, which in turn influences future strategic
choices. We found little that would fall under
this link in longitudinal studies. This may be
due to the empirical difficulties of operation-
alizing constructs such as strategic context,
as well as the traditional separation between
strategy process and strategy content research.

Competitive strategy— Organizational struc-
ture.  Amburgey and Dacin (1994) study the
relationship between product market strategy
and organizational structure and show that a
change in strategy increases the probability of
a change in administrative structure. The
greater the magnitude of the change in strategy,
the greater the likelihood of a change in struc-
ture, but the likelihood of change decreases
as time passes (Amburgey and Dacin 1994).
Competitive strategy can also influence the
type and magnitude of subsequent structural
change. However, the impact seems to vary
considerably between different aspects of
strategy and structure, and there is not yet a
comprehensive picture. There is evidence that
changes in R&D expenditures have specific
capital structure implications (O’Brien 2003).
On the other hand, there seems to be no rela-
tionship between type of strategic change and
type of executive succession (Wiersema 1992).

In addition, actions in the domain of com-
petitive strategy can set the stage for corporate
strategic actions, which subsequently shape
organizational structure. Hagedoorn and
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Sadowski (1999) found this to be the case,
showing that strategic alliances often evolve
into mergers or acquisitions. Yet, despite the
fact that Amburgey and Dacin (1994) have
shown that strategy is a more powerful
determinant of structure than structure is of
strategy, broader studies of the structural impli-
cations of competitive strategy are missing.

Competitive  strategy— Organizational — re-
sources and capabilities. Finally, researchers
studying the strategy—organizational contin-
gency link have acknowledged that strategic
actions shape the evolution of a firm’s stock of
resources and capabilities. For example, the
mobile phone manufacturer Nokia has recently
announced the discontinuation of its in-house
chip production. As it is no longer a core
requirement of its current competitive strategy,
the change will probably lead to a decline
in Nokia’s resources and capabilities in this
domain. On the flipside, the example of
Microsoft’s entry into the search engine busi-
ness provides an example of how a competitive
strategy can require firms to extend their exist-
ing bases of resources and capabilities. Both
examples are supported by the studies covered
in this review. The findings present persuasive
evidence that competitive strategy influences
the accumulation of firm resources and capa-
bilities, with the most prevalent focus being on
R&D, sales and alliance strategies. Yeoh and
Roth (1999) analyze the pharmaceutical indus-
try and show that R&D and salesforce expen-
diture increase subsequent firm capabilities,
which directly and indirectly influence the
degree of differentiation in the marketplace.
Ahuja and Katila (2004) focus on the chemical
industry and show similar findings, arguing
that firms engage in R&D activities in order to
add new resources to prevent technological
depletion. In the context of small and medium
enterprises, Branzei and Vertinsky (2006)
confirm this relationship, suggesting that the
type of innovation strategy influences subse-
quent innovation capabilities.

Mowery et al. (1996) extend these findings
by showing that alliances can facilitate the
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transfer of technological capabilities or grant
access to complementary capabilities (Loren-
zoni and Lipparini 1999), thereby enabling
firms to augment their resource base. However,
a firm’s ability to access additional techno-
logical capabilities depends on the type of alli-
ance (Dussauge et al. 2000) as well as on the
firm’s initial level of absorptive capacity
(Mowery et al. 1996), and leads to a subsequent
co-evolution of firm resources and resources
within the network of partnerships. One conse-
quence of this process is that the technology
profiles of alliance partners often diverge, and
firms become more technologically special-
ized over time (Lorenzoni and Lipparini 1999;
Mowery etal. 1996). Hence, the studies
included in this link pay significant attention to
path dependencies in the evolution of the firm’s
resource base. However, both short-term timing
of strategic actions and long-term pacing of
strategic adaptations both still offer significant
potential for an analysis of the shape of resource
accumulation and depletion processes.

Suggestions for Future Research and
Implications for Practice

An Overall Evaluation of Research across
Links

Research on dynamic competitive strategy
began in the early 1980s with a static inter-
pretation of concepts and methodologies. It has
greatly benefited since then from longitudinal
research. We summarized research done over
nearly two decades, highlighting insights on
the causes and consequences of competitive
strategy and the outcomes of strategic actions.
We draw a differentiated conclusion regarding
three different levels of analysis. First, we
found that, by and large, studies in the field
give broad and substantial coverage to rele-
vant links, and we have used those in a frame-
work that organizes the studies along the lines
of antecedents, strategic actions and adapta-
tions, and outcomes. We show, too, that
headway has been made in understanding the
timing of strategic actions. Yet, according to
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what we have been able to find, this progress is
restricted primarily to product market strategy,
adaptation to organizational contingencies,
and the strategy performance link, and has yet
to spread out to other aspects covered in the
framework. Finally, we find that path depen-
dencies are the least studied aspect to date.
Furthermore, what focus there has been on
path dependencies is almost entirely on how
past decisions influence future ones. Although
this approach is a valid and important contri-
bution, the empirical studies that we have
uncovered still fall short in accounting for the
performance implications of long-term path
characteristics of strategic adaptations.

Progress has been driven by four main
theoretical schools of thought (Ketchen ef al.
2004): The resource-based view of the firm
has had a considerable influence on research
on dynamic competitive strategy. Therefore,
we look at it from its own category of variables.
Researchers who have taken this perspective
have contributed most to our understanding of
path dependencies in dynamic competitive
strategy. Path dependencies arise because
(1) resource accumulation processes often
involve idiosyncratic situations as well as
path-dependent learning or experimentation at
the individual or firm level, so the stock of
resources and capabilities subsequently limit or
expand the firm’s portfolio of strategic actions;
and (2) firms are inclined to shape paths of
strategic development that extend or sustain the
existing resources base, and to move toward
long-term positions that reflect their organiza-
tional resource base. These factors were used in
several studies on dynamic competitive strat-
egy to explain significant and enduring hetero-
geneity between competitors. However, while
providing insights into path dependencies is a
strength of this theoretical perspective, an
understanding of the timing of strategic actions
is still lacking.

The strategic group perspective has primarily
been used to analyze the relationships between
competitive strategy, competitive landscape
and competitor actions, and organizational
performance. The most important contributions
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from a dynamic perspective are twofold. First, a
firm’s strategic actions are different according
to whether the firm is in a relatively stable
period of competitive rivalry or a highly volatile
one. During unstable periods, which are often
triggered by significant environmental change
(Zuniga-Vicente et al. 2004), nearly all the
important characteristics of competitive strat-
egy are potentially subject to change: Perfor-
mance implications of competitive strategies
and strategic group membership can break
down (Nair and Kotha 2001), firms adjust their
strategies (Olusoga et al. 1995), re-evaluate
the importance of their key strategic variables
(Baird et al. 1988) or change their rivalry vis-
a-vis inter-group or intra-group competitors.
Second, the evolution of strategic groups is
influenced by the competitive actions of the
firms within an industry as they try to set up
additional mobility barriers and use strategic
group positions as long-term reference points
for strategic adjustment. Path dependencies,
though often cited as reasons for sustained per-
formance differentials as well as timing issues,
are still seldom addressed in research that takes
a strategic group perspective.

Studies that take a market entry perspective
make the most important contribution in terms
of antecedents and the implications of timing
and strategic actions. First-mover and early-
mover strategies are mainly triggered by, and
were found to lead to, significant performance
advantages in many instances (Lee efal.
2000). While there are positive effects in the
short- and medium-term, imitation gradually
erodes them (Makadok 1998). Yet, while
results offer interesting insights in terms of the
timing of strategic actions, they remain limited
to product, market or innovation strategy, and
focus mainly on the technological context as an
antecedent to competitive strategy.

Finally, researchers have also taken a com-
petitive dynamics perspective to focus on
competitive interactions. The studies reviewed
primarily cover the interaction between
competitive strategy and competitor actions
and competitive landscape, and focus either
on general industry settings or on specific
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Links

Suggestions for focus of future research

Environment —> Strategy .

additional insights into the timing of strategic adaptation
e characteristics of the history of environmental changes
and their impact on type and speed of reaction

Past performance — Strategy .

impact of past performance patterns on
1) propensity to act quickly/slowly relative to competitors
2) relationship of reaction speed to performance decline

Organization — Strategy .

structures that lead firms to act fast/slow or adjust

competitive strategy via steady/punctuated change

e role of relative resource position in timing of strategic
actions

¢ limited managerial capacity and its implication for

sustainability of periods of high strategic change

Strategy — Environment e additional insights into the impact of proximity of
action/reaction of competitive moves on industry
competitive intensity

e firm learning from historical reaction patterns of rivals

Strategy — Performance e additional insights into the impact of speed of reaction to
changes in environmental contingencies on firm
performance

e performance implications of steady/balanced patterns of
strategic adaptations vs. radical/punctuated changes

Strategy — Organization e additional insights into the implications of speed/pattern of

adaptation on organizational structure
e how specific strategic actions shape strategy context
e competitive strategy and its influence on resource
depletion

Figure 3. Research opportunities.

competitive circumstances such as multipoint
competition, with results emphasizing for the
most part the likelihood or type of strategic
action. If it is considered, the timing of com-
petitive actions is attributed to action charac-
teristics such as complexity or observability,
or to structural organizational characteristics.
Path dependencies do not appear to play an
important role in this perspective.

In summary, we suggest that there has been
significant progress in identifying the anteced-
ents and outcomes of competitive strategy
decisions. Some progress has also been made
in understanding what determines the timing
of strategic actions, but advances made to date
in this area are not broadly rooted in all the
relevant aspects of competitive strategy. Path
characteristics have received the least amount
of attention, especially the pace of strategic
change and the performance implications of
alternative adjustment paths.

© 2008 The Authors

We also suggest that there are still signifi-
cant opportunities for extending the under-
standing of timing and path characteristics.
The following sections look at the under-
explored fields of research within each link.
These research opportunities are summarized
in Figure 3.

Before progressing with a detailed discus-
sion of Figure 3, it is worth noting that closing
the gaps in the literature will pose significant
methodological challenges. First, questions
related to path dependencies and timing in
particular will require detailed firm- and
industry-level data over long periods of time.
Second, many of the underlying strategy vari-
ables are causally ambiguous, and therefore
difficult to measure. Relating competitive strat-
egies to firm performance is a challenging task,
especially in light of the time lags between
cause and effect, and given that, within a
single industry, there are many different viable
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competitive strategies. In fact, the key to
advances in this area may be the ability to
meet the data requirements.

Research Opportunities within Links

Environmental  contingencies— Competitive
strategy. The studies reviewed show that envi-
ronmental change is a powerful antecedent to
strategic adjustment, as it often disturbs the
strategic alignment of a firm. However, just
one of the selected studies looked at how
technological and regulatory change affects
the timing of strategic adaptations (Lee and
Grewal 2004). It would be interesting to
explore further how environmental change
shapes the timing and speed of strategic adjust-
ment. For instance, how does the history, or
path, of environmental changes influence the
type and speed of strategic adaptations?
Firms that have faced turbulent environmental
changes can be expected to weigh the potential
benefits of a fast and punctuated adaptation
against the advantages of greater flexibility and
the more informed decisions that come with
slower and more gradual adjustment. However,
as of today, we have only little understanding
of the path characteristics of environmental
and strategic changes that managers rely on in
order to determine timing and pace of strategic
adaptation.

This question is particularly relevant for the
linkage between technology strategy and tech-
nological context. First, it would be interesting
to analyze how fast different firms incorporate
technological changes in their competitive
strategy. Second, research on technology entre-
preneurship could provide an interesting angle
to understand how technology strategy can be
used as an active (instead of reactive) tool to
shape the technological and competitive devel-
opment of an industry.

Organizational  performance— Competitive
strategy. The majority of empirical findings
suggest that a history of good performance
reduces the likelihood of strategic change
(Audia et al. 2000), as good performance can
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lead to organizational inertia (Reuf 1997).
However, none of the studies we identified
attempt to extend the idea of strategic inertia,
or to build on the notion that managers have a
tendency to stick to tried and true routines to
derive hypotheses regarding timing and pace
of strategic actions. One fruitful avenue of
research could be to address whether success-
ful firms that do in fact change their strategy
might be expected to react more slowly, but
then more drastically, as they face higher bar-
riers to change and so strive to create additional
momentum through intensifying their path of
strategic adaptation.

Furthermore, while we found in the review
that several researchers have focused on his-
torically positive or negative performance
levels, we did not find them extending their
inquiries to other path characteristics of his-
torical performance. A study that looks at a
firm that has had a highly volatile performance
history, perhaps a firm in an industry where
there are rapid fluctuations in demand, would
be particularly interesting. Would such a
history make it more difficult to interpret the
significance of performance declines? Would it
make it difficult to convince managers of the
need for change, and would such reluctance to
change be manifested in slow reaction times?

Organizational  contingencies— Competitive
strategy. We believe that the trend to include
resource-based arguments in research on
dynamic competitive strategy should be con-
tinued. First, additional progress could be
made by merging resource-based arguments
and other schools of thought. For example,
resource-based arguments could be used in
studies of strategic groups to derive ex ante
predictions of their stability.

Second, there is room for studies of the
implications that a firm’s resource base holds
for the timing of strategic actions. Young
et al. (2000) show that resource dissimilarities
influence reaction speed in multipoint com-
petition. It would be interesting to extend
those results to other competitive settings or to
characteristics of a firm’s stock of resources.
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For instance, under what conditions does an
advantageous resource position prompt a firm
to react more quickly to competitive actions or
new opportunities? Do superior resources give
a firm a competitive edge and so allow it to
move more quickly, or does a relatively safe
position lull firms into maintaining their status
quo? Does a difference in the ability of a firm
to create or acquire new resources influence the
timing of its strategic actions?

Assignificant number of studies have focused
on top management team characteristics and
changes in their composition as important
antecedents to competitive strategy. However,
we have found that many of these studies have
been limited primarily to various aspects of
either the likelihood or the type of subsequent
changes in competitive strategy. One opportu-
nity for future research would be to extend the
findings to date by seeing strategic change as
an activity that creates complexity (Boisot and
Child 1999) and also necessitates adaptation of
a firm’s organizations routines and governance
mechanisms, and hence requires consider-
able managerial resources (Gilbert 2005). The
managerial resources of firms are limited by
the ability of its team members to absorb
and apply new information (Eisenhardt and
Martin 2000), and to cope with increasing
complexity (Mishina et al. 2004). They cannot
be expanded easily, as most managerial tasks
require firm-specific knowledge that is nor-
mally accumulated over time (Castanias and
Helfat 1991; Dierickx and Cool 1989; Penrose
1959; Tan and Mahoney 2005). These argu-
ments suggest that there is a limit to the
amount of strategic change that a firm can
handle successfully per period, implying that
firms would have difficulty sustaining exten-
sive strategic adaptation over longer time
periods. Therefore, does extensive change in
one period slow down strategic activity and
adaptations in subsequent periods? Does a
history of frequent strategic adaptations gener-
ate dynamic capabilities that increase a firm’s
ability to handle strategic changes?

Although some progress has been achieved
in this area, we found comparatively little
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research on long-term path characteristics of
strategic change processes. This is a promising
area for future research.

Competitive strategy— Environmental contin-
gencies. Few of the studies in the review
covered this link. The work that has been done
on the competitive landscape as an outcome
variable has provided valuable insights, and
should be built upon in future research. We
believe that further extending the findings to
date towards the timing of strategic actions
would be particularly interesting.

The studies we reviewed suggest that the
number and type of competitive actions deter-
mine the degree of rivalry (Chen et al. 1992),
and that specific strategic actions can create
mobility barriers between firms or strategic
groups (Sudharsan et al. 1991). We know con-
siderably less about how the speed of competi-
tive reactions influences industry rivalry. For
example, in industries where there tend to be
slower reaction times, are there lower levels
of competitive rivalry? Do firms learn from
observing the timing of the competitive reac-
tions of their competitors and adjust their reac-
tions accordingly; that is, do reaction profiles
depend on the historical path of competitive
rivalry?

Similar questions may be asked regarding
mobility barriers. How long does it take to
create or reinforce mobility barriers within an
industry? How fast and in what ways can other
firms in the industry respond to such strategic
actions? We found little evidence of research in
this area. We therefore suggest that additional
work might prove insightful.

Competitive strategy— Organizational perfor-
mance. Researchers examining the implica-
tions for performance of competitive strategy
have primarily characterized strategic actions
by type of reaction. To the best of our knowl-
edge, only a few studies have focused on how
environmental changes affect the timing and
speed of strategic response. We believe that
research on the timing of strategic actions
would lead to interesting results. When does
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the timing of strategic reactions to changes in
contingency variables have implications for
firm performance? Which factors influence
whether environmental change provides a
window of opportunity for a fast mover? Does
it depend on the type of environmental change
and strategic action? To answer such questions,
researchers might rely on arguments used by
those focusing on market entries (Makadok
1998). This would mean identifying the factors
that facilitate first mover advantages. Can a
first mover benefit from early learning when it
comes to new technologies or a new regulatory
setting in ways that followers will not be able
to match? Does a fast reaction lead to faster or
more intense resource accumulation? Are there
instances where later followers are cut off
from resources or capabilities and, if so, which
ones? Once such questions are addressed,
future research could test more comprehensive
contingency models that explain how both
type and timing of strategic adaptations affect
performance.

Furthermore, as far as we have seen,
researchers following a contingency approach
have not included the history of strategic
activity as contingency variables, so there
is relatively little understanding of how past
strategic decisions influence performance.
Does a firm’s history of strategic activity influ-
ence its performance? Do periods of intense
and volatile strategic change affect subsequent
performance and, if so, how?

Some insights on innovation strategy
(Barnett and Freeman 2001) and changes in
strategic orientation (Mosakowski 1993) indi-
cate that intense strategic change causes, at
least initially, a decline in performance. Yet,
mixed results have meant that, to our knowl-
edge, there is no comprehensive picture that
links the overall construct of path characteris-
tics of strategic change to firm performance.
Future research taking a sequential approach
may help to resolve these issues. In a first
step, exploratory research could identify and
measure the path characteristics of strategic
activity that are likely to have an impact on
subsequent organizational performance. In a
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second step, data on these path characteristics
could be matched with data on firm perfor-
mance over longer periods of time.

Strategic choices that create path dependen-
cies represent another potentially fruitful area
for research. While many researchers have
argued that path-dependent decisions generate
mobility barriers that, in turn, create sustainable
performance differentials (Fiegenbaum and
Thomas 1993), and have provided meaningful
single-industry examples of such choices
(Lee 2003), most of the research we reviewed
allows for only ex post identification of relevant
decisions. A set of relevant characteristics
that describe strategic decisions, which will
most likely mark the starting point for a path-
dependent development, and thus represent a
potentially powerful source of sustained hetero-
geneity between firms, is still missing. Identi-
fying these decisions and their implications
ex ante would be highly relevant for researchers
and managers alike, as such classification could
lead to a better understanding of the circum-
stances that create path-dependent decisions
in the first place, and also uncover the risks
and rewards associated with those decisions,
thereby significantly improving strategic
decision-making for the long-term. We believe
that the answer to these questions may lie in
taking a resource-based perspective to collect
evidence on the strategic decisions that create
path-dependencies across industries. Such
evidence could be used to identify how and
why some firms are able to implement path-
dependent decisions that lead to sustainable
performance while other firms fail to do so.

Competitive strategy— Organizational contin-
gencies. We propose three avenues for future
research here. First, research on dynamic strat-
egy content might be integrated with that on
strategy process and with an organizational
learning perspective to derive additional
insights into how specific competitive actions
and the overall history of competitive activity
together shape the strategic context of organi-
zations. We found just one study covering this
link in the review (Washington and Ventresca
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2004), and so see the possibilities for longitu-
dinal studies as many and varied.

Second, several researchers have studied
how competitive strategy shapes organiza-
tional structure (Amburgey and Dacin 1994)
yet, from what we have found, the focus
appears to have been mainly on strategic orien-
tation and type of strategic action. The findings
to date could be extended to the timing of
strategic actions. Of particular interest is how
a history of fast competitive reactions and
many industry firsts might affect organizational
structure. For this, researchers might draw on
strategy process research (Rajagopalan e al.
1993). Third, while several studies have
focused on how competitive strategy shapes
resource accumulation processes, as far as we
have found, none has focused on the impact of
competitive strategy on resource depletion or
on the timing of resource accumulation pro-
cesses. Researchers might ask whether firms
that pursue strategic actions that expose their
resources, through increased visibility for
instance, to intense competition indeed shorten
the durability of those resources. The impact of
the timing of strategic actions on resource
accumulation processes also warrants addi-
tional investigation. Do fast reactions to tech-
nological change give businesses a head start in
accumulating additional resources? Are other
factors, such as the initial level of absorptive
capacity, more important? Based on the review
of existing studies, we suggest that these lines
of inquiry are very promising.

Methodological Considerations

The research opportunities that we have out-
lined come with significant methodological
challenges, the first and most important of
which is data availability. Large samples of
longitudinal data spanning years or decades
are needed to analyze long-term path charac-
teristics. The data must be free of managerial
perception bias, and yet sufficiently rich to
permit recognition of uniqueness and subtle
changes in firm-specific competitive strategies.
The available databases used within strategic
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management research do not necessarily meet
these requirements. Either existing databases
must be expanded, or other sources of data
suitable for longer time periods found. The
solution may lie in proprietary databases.
Researchers might develop databases by con-
ducting surveys and by following up on them at
set intervals. It might also be possible to enrich
these proprietary databases by collecting sec-
ondary data from other public sources such as
annual reports.

The statistical analysis of data is also a
challenge. There must be thorough application
of longitudinal panel data methods, and the
measurements of competitive strategy, strate-
gic change and path characteristics must be
similar, so that the results are comparable
across studies. Using like measures would
allow researchers to build on the work of one
another, for instance to measure the variance of
strategic change over the medium or long term
to differentiate between balanced and imbal-
anced paths of strategic change. The develop-
ment and refinement of such measures should
be a priority.

Implications for Managers

There are several interesting implications for
practice that stem specifically from longitudi-
nal studies on dynamic competitive strategy.
The long-term objectives of competitive
strategy imply some degree of instability and
lack of continuity. Ever-changing environ-
mental and organizational contingencies dic-
tate that managers be adaptive. The work done
to date can help managers weigh the opportu-
nities and risks of alternative courses of action.
Deciding on the right course of action requires
decisions on type of action (What to do?) and
timing (When?). Longitudinal research on
dynamic competitive strategy has specifically
shown that the timing of reaction to technologi-
cal change (Lee and Grewal 2004), product
entry (Lee et al. 2000) and competitor moves
(Smith et al. 1991) has important implications
for performance. Consequently, managers need
to be aware of internal and external barriers to
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change that might hinder quick and decisive
implementation of strategic actions.

Strategic decisions that create subsequent
path dependencies merit particular managerial
attention. As long-term developmental paths
in the pharmaceutical industry have shown
(Lee 2003), such decisions can create sus-
tained heterogeneity between firms, shape the
direction of firm competitive development,
and ultimately cause enduring intra-industry
performance differentials. Managers are well-
advised then to devote the time and necessary
resources to making informed decisions.

Conclusion

How ‘dynamic’ is research on dynamic com-
petitive strategy? In this review of the litera-
ture, we have answered this question by taking
three different perspectives: (1) how longitudi-
nal studies have broadened our understanding
of the antecedents and outcomes of competi-
tive strategy; (2) the importance of the timing
of strategic actions; and (3) how longitudinal
studies have accounted for the long-term path
characteristics of strategic activity.

We organized by theme 137 strategic man-
agement articles from nine journals. The com-
prehensiveness of the review yielded nuanced
conclusions. First, the studies in the review
cover a broad spectrum of antecedents and
outcomes of competitive strategy. Second, the
timing of strategic actions has been shown to
be an important factor in competitive strategy.
Yet, contributions that look at timing are, with
few exceptions, studies of product and market
strategies and competitive interaction dynam-
ics. Third, long-term path characteristics have
received the least amount of attention to date.
While some studies, relying mostly on the
resource-based view as their theoretical
foundation, have generated promising insights
regarding path dependencies, similar appro-
aches have not yet spread to other aspects of
competitive strategy. In addition, the majority
of the studies covered in this review focus on
how path dependencies influence the direction
of future decisions. The pace of strategic
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change over longer periods of time and their
performance implications remain important
avenues for future research.

Notes

1 Strategy as ‘the determination of the basic long-
term goals and objectives of an enterprise, and the
adoption of courses of action ... necessary for car-
rying out these goals’ (Chandler 1962, 16).

2 Strategy as ‘the fundamental pattern of present and
planned resource deployments and environmental
interactions that indicates how the organization
will achieve its objectives’ (Hofer and Schendel
1978, 25).

3 Strategy as ‘a consistent pattern ... of managerial
controllable or decision components ... ; and the
direction in which these components are shifting
over time ...” (Galbraith and Schendel 1983, 156).
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