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RESEARCH NOTES AND COMMENTARIES

ORGANIZATION GOVERNANCE FORM IN
FRANCHISING: EFFICIENT CONTRACTING OR
ORGANIZATIONAL MOMENTUM?
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We examine firms’ choice of organizational governance form. Using longitudinal data on a
sample of business format franchisors operating in North America, we show that the cross-
sectional evidence commonly used to demonstrate support for efficient contracting explanations
for organizational governance form is not robust to the year of investigation, firm effects, or
selection effects. We theorize that this outcome may result from dynamic processes through
which a firm’s organizational governance form evolves. We develop and test two hypotheses
for the effects of organizational momentum on organizational governance form, and find that
organizational momentum is a robust predictor. Our results suggest that researchers consider
the dynamics of momentum in explaining the form of firm governance. Copyright  2008 John
Wiley & Sons, Ltd.

INTRODUCTION

Organization theorists have long been concerned
with firms’ choice of organizational governance
form (Williamson, 1985) because it is a key strate-
gic decision that firms must make, and because it
impacts firm performance (Yin and Zajac, 2004).
Thus, past research has examined why firms use
different governance mechanisms to control the
value chain in a variety of settings, such as
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franchising, sales and distribution channels, make-
or-buy decisions, research and development, tech-
nology transfer, and subcontracting (Shelanski and
Klein, 1995).

Over the past 25 years, the dominant expla-
nation for the choice of governance mechanism
has been efficient contracting (Williamson, 1985),
which holds that the choice of organizational gov-
ernance form depends largely on a cost-benefit
trade-off between contractually based and hier-
archically based governance arrangements at the
margin (Mahoney, 1992). However, some re-
searchers have found that efficient contracting
theories explain only a small portion of the
variance in firms’ governance choices (Combs and
Ketchen, 2003), perhaps because these theories
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do not take into account the dynamic processes
through which a firm’s organizational governance
form evolves and how these processes shape cur-
rent organizational decisions (e.g., Kogut and Zan-
der, 1992). Because organizational structure is
path dependent, with early experiences and actions
sending organizations down a path that is diffi-
cult to change, organizational momentum—‘the
tendency to maintain or expand the emphasis and
direction of prior strategic actions’ (Amburgey and
Miner, 1992: 335; Beckman, 2006)—is likely to
account for a significant portion of the differences
in governance form across organizations (Miller
and Friesen, 1984).

We examine the effect of organizational momen-
tum on an organization’s governance form by pre-
dicting the proportion of outlets franchised—a
dependent variable often used to explore the fac-
tors that influence governance choice (Lafontaine
and Slade, 1997)—for 1,510 business format fran-
chise systems operating in North America between
1991 and 1997. We find that organizational
momentum accounts for some of the variance in
governance choice, however, our findings also con-
clude that six efficient contracting variables found
to be significant in prior cross-sectional research
are not robust to the inclusion of momentum
and firm effects, or to a correction for selection
effects. We conclude that researchers should incor-
porate dynamic processes, such as organizational
momentum, into explanations for organizational
governance forms that rely primarily on static effi-
cient contracting arguments (Combs and Ketchen,
2003).

THEORY AND HYPOTHESES

Past research has found strong momentum effects
for a variety of organizational actions (Amburgey
and Miner, 1992), but has generally overlooked
how these processes affect the type of governance
form an organization uses. However, firms typ-
ically ‘reinforce or extend their past structures
and strategy-making practices, adhering to previ-
ous directions of evolution’ (Miller and Friesen,
1984: 28). Therefore, firms’ governance choices
should be influenced by how they have operated
historically, rather than just by efficient contracting
at the margin.

Organizations repeat actions taken previously
for several reasons. First, in order to save time

and cognitive resources, managers confronted with
decisions similar to those made in the past rely on
methods and solutions found to be satisfactory in
those similar past circumstances rather than reana-
lyzing each decision situation (March and Simon,
1958; Fiske and Linville, 1980; Simon, 1981).
Second, repeated engagement in the same activity
develops experience-based capabilities and organi-
zational routines. To reap the benefit of past expe-
rience, organizations tend to use existing routines
and to engage in activities in which they have com-
petencies, regardless of whether such routines and
activities constitute the ‘best approach’ (Arthur,
1994). Finally, repetitive experience in similar
environments shapes the mindsets of organiza-
tional members, resulting in cognitive schemas,
or mental models that connect particular tasks or
problems with readily available solutions (Simon,
1981). Decision makers rely on schemas to make
sense of problems and to form a course of action
(Fiske and Linville, 1980), constraining the actions
that they are willing to consider to less than the
complete portfolio of alternatives (Amburgey and
Miner, 1992).

Franchising experience

Managers of firms that have franchised in the
past are more experienced with that governance
form and have developed capabilities that sup-
port franchising, and thus seek to grow their firms
through franchising. Franchising demands particu-
lar organizational routines, structures, and knowl-
edge (Ingram and Baum, 1997). Because fran-
chised outlets are owned by independent entre-
preneurs, franchisors need to develop contractu-
ally based standards and processes for monitor-
ing, correcting, and enforcing standard levels of
quality across units within the chain (Combs and
Ketchen, 1999). Moreover, franchisors need to
gather information from franchisees about cus-
tomer demand for products and services as well
as accurate financial information about sales and
costs. Efficiently gathering accurate information in
an organization owned and operated by another
party while minimizing the disruption caused by
such activities requires a delicate balance of rules,
communication, and monitoring. Franchisors also
need to develop a field staff with communication
and negotiation skills in order to gather informa-
tion about operations and customer demands from
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independent businesses (Bradach, 1997). Further-
more, selling franchises requires a marketing team
that both understands the product and the market,
and can distinguish buyers of high potential that
can adequately support and manage the franchise
from low potential buyers who may fail and hurt
the franchise reputation. Finally, franchisors need
to have robust capabilities in contract design and
enforcement (Combs and Ketchen, 2003).

Running a company-owned chain, on the other
hand, draws on a different set of organizational
capabilities (Ingram and Baum 1997). It requires
a robust human resource management capability
to hire, train, and manage the staff responsible for
operating outlets, as well as the capability to over-
see day-to-day operations in diverse and often dis-
tant locations (Bradach, 1997). Moreover, organi-
zations that grow through store-owned outlets must
manage the process of financing multiple outlets
and develop the necessary physical infrastructure
for new outlets in diverse locations. Accomplish-
ing these tasks requires formal structures, infor-
mation pathways, and physical infrastructure not
needed in franchising.

In sum, the capabilities needed to manage fran-
chised outlets are different from those required
to manage company-owned outlets. Because firms
that have franchised in the past have developed a
set of routines, capabilities, and cognitive schemata
that are different from those of firms that have
operated their own outlets, they are more likely to
franchise in the present. Therefore:

Hypothesis 1: The greater a firm’s franchising
experience, the greater its current proportion of
franchised outlets.

Recent franchising experience

Argote, Beckman, and Epple (1990) suggest that
recent experiences of organizations are more prone
to be repeated than temporally distant experiences
and are more important in shaping current organi-
zational decisions (Sine, David, and Mitsuhashi,
2007). Several factors account for the moderat-
ing effect of temporal proximity on organizational
momentum (Hayward, 2002). First, strategies and
procedures used more recently are more ‘cogni-
tively available’ to decision makers because mem-
ory decays over time (Elliott and Anderson, 1995).
Second, organizational capabilities are subject to

decay if they are not practiced regularly (Oster-
man, 1995). Third, because technology (e.g., elec-
tronic inventory systems and point-of-sales sys-
tems) and regulatory regimes (e.g., state fran-
chising regulations) become obsolete over time,
organizational technical capabilities and knowl-
edge developed recently may be more relevant than
capabilities developed years earlier. Therefore:

Hypothesis 2: The greater a firm’s recent fran-
chising experience, the greater its current pro-
portion of franchised outlets.

METHODS

Sample

We obtained data from The Sourcebook of Fran-
chise Opportunities (Bond and Bond, 1995) and
Bond’s Franchise Guide (Bond, Bond, Qiu, and
Bond, 1998)—guides to business format fran-
chise systems operating in North America—for
the years 1991 through 1997. Although these data
sources identify only half of the business for-
mat franchising population, previous research has
shown that the franchisors contained in the dataset
are representative of the overall population (Shane,
2001).

Dependent variable

Following previous research (Lafontaine, 1992),
we use the proportion of outlets franchised in a
given year as a measure of the use of contractual
forms of governance, because franchisee outlets
are operated by residual claimants and company-
owned outlets are operated by salaried managers.

Organizational momentum variables

We use two independent variables to test the
momentum hypotheses. The first is the length of
franchising experience, which is the number of
years since the firm began to franchise. The sec-
ond is recent franchising experience, which is the
difference between the numbers of franchised out-
lets at times t and t − 1. (This measure is alter-
natively specified as recent company-owned outlet
experience, the difference between the numbers of
company-owned outlets at times t and t − 1).
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Efficient contracting variables

This study controls for the effects of the following
six variables that have been found to support the
efficient contracting perspective in several cross
sectional tests (Lafontaine and Slade, 1997).

(1) Total investment
Efficient contracting theories propose a neg-
ative association between the level of invest-
ment necessary to open an outlet and the pro-
portion of outlets franchised (Brickley, Dark,
and Weisbach, 1991) based on the argument
that people who purchase franchised outlets
cannot diversify their investments in those
outlets, and seek a risk premium that diver-
sified franchisors will perceive as too high
(Brickley and Dark, 1987). Following prior
research, we measure total investment as the
log-transformed1 dollar value of a franchisee’s
investment to open an outlet (Brickley and
Dark, 1987).2

(2) Franchise fee
Efficient contracting theories propose that the
greater the up-front franchise fee, the greater
the use of outlet ownership, because fran-
chisors can opportunistically renegotiate fran-
chise contracts by threatening to terminate
franchisees while the assets funded by the fee
retain value (Combs and Ketchen, 2003). As
a result, franchisees are wary of investing in
systems that require greater up-front invest-
ments in these system-specific assets (Dnes,
1992). We measure franchise fee as the log-
transformed dollar amount of the up-front fee
that franchisees pay for signs, trademarked
equipment, and the other assets of the fran-
chise system (Lafontaine, 1992).

(3) Royalty rate
Efficient contracting theories propose that the
greater the royalty rate paid to the fran-
chisor, the greater the use of outlet ownership,
because franchisees keep profits net of roy-
alties paid to franchisors, making the value
of the residual claimancy an inverse function

1 We use the natural log transformation for total investment,
franchise fee, firm age, and total company owned and franchised
outlets in the previous year because these data are skewed.
2 For this and all other efficient contracting variables, when a
range was provided, we took the arithmetic mean. All indepen-
dent variables in the analysis are lagged one year.

of the royalty rate (Scott, 1995).3 We mea-
sure the royalty rate as the percentage of sales
that franchisees pay to franchisors (Lafontaine,
1992). When franchisors reported flat figures,
we divided them by the industry-average sales
level.

(4) Contract term
Efficient contracting theories propose a posi-
tive association between the contract term and
the proportion of outlets franchised, because
longer-term contracts minimize the ability of
the franchisor to opportunistically fail to renew
the contract during the useful life of system
assets, thus encouraging potential franchisees
to invest (Shane, 2001). We measured con-
tract term as the length of the contract in years
(Lafontaine, 1992).

(5) Training
Efficient contracting theories propose that the
more training a franchisor requires, the greater
the proportion of company-owned outlets,
because franchisors can take advantage of
franchisees by threatening to terminate them
after they have invested in training (Brickley
and Dark, 1987). We measure training as the
total number of hours of training the franchisor
requires franchisees to obtain from the fran-
chisor (Shane, 2001).

(6) Geographic dispersion
Efficient contracting theories hold that fran-
chised systems that are more geographically
dispersed are likely to have a greater propor-
tion of franchised outlets, because outlet mon-
itoring costs increase with distance from head-
quarters (Brickley et al., 1991; Combs and
Ketchen, 2003). We measure geographic dis-
persion as the count of U.S. states and Cana-
dian provinces in which a franchise system has
outlets.

Other control variables

We include the natural log of the total number
of franchised and company outlets in the prior
year to ensure that our measures of the effect of
experience are net of the size of the chain. We
also include a variable that measures the num-
ber of years since firm founding. By including

3 Researchers from other perspectives have made different argu-
ments and a meta-analysis found little support for this relation-
ship (Combs and Ketchen, 2003).
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this control variable, the estimations we provide
demonstrate the effects of the length of franchis-
ing experience after removing the linear effects
of experience of running company-owned outlets.
We also control for potential bandwagon effects
with a measure of the population average of the
proportion of outlets franchised at time t − 1,
and industry trade association effects with a vari-
able assigned a value of 1 when a franchisor is
a member of the International Franchise Asso-
ciation and a value of 0 when the franchisor
is not.

Statistical methods

Firm effects

To test our hypotheses, we use fixed effects regres-
sion, which controls for individual characteristics
associated with each franchise system by calcu-
lating the effect of the annual change from the
mean of the independent variables on the annual
change from the mean of the proportion of out-
lets franchised. Fixed effects regression controls
for unobservable firm dimensions, such as sys-
tem quality or management-team expertise, that
influence organizational governance form (Kogut
and Zander, 1992). Failure to control for such
effects can bias regression estimates (Heckman,
1981).

Selection correction

Because the proportion of outlets franchised may
influence the survival of franchise systems (Shane,
2001), we include a selection correction con-
trol in our empirical analysis to mitigate biases
that may result if unobserved factors influence
both the choice of governance mechanism and
the termination of franchise operations (Greene,
2000).4

4 To control for selection effects, we use Lee’s (1983) gener-
alization of the Heckman selection model. In this correction,
probabilities for franchise system termination are used in a
Cox regression model to generate a sample correction variable
lambda (Lee, 1983). The selection correction lambda is then
included as a control in models predicting the proportion fran-
chised. We model the hazard of termination as a function of
the average franchisee cash investment, state requirements for
registration, ownership restrictions for the franchisee (passive or
full-time manager), numbers of employees at the corporate head-
quarters, the size of outlets, and the complexity of the franchise
system.

RESULTS

Table 1 provides the descriptive statistics and the
correlations of the variables. Although some of the
variables in the model are highly correlated, the
variance inflation factor for the full model is 1.77,
well below the commonly used threshold of 10.0
(Chatterjee and Price, 1991).

Table 2 provides results of seven regression
models that predict the proportion of outlets fran-
chised. In each column the standard errors are
reported in parentheses below the coefficient. Mod-
els 1 and 2 follow analytical schemes typically
used in previous research and estimate the depen-
dent variable with cross-sectional ordinary least
squares (OLS) tests. Model 1 pools all observa-
tions in the datasets, whereas Model 2 uses the
restricted sample of franchise systems in operation
in 1991. As found in previous research, all six vari-
ables testing the efficient contracting theories are
significant in the predicted direction.

Model 3 introduces variables that capture the
momentum arguments in a fixed effects model.
In this model, except for total investment, none
of the efficient contracting variables was signifi-
cant, whereas the momentum variables were sig-
nificant in the predicted directions. Consistent with
Hypothesis 1, firms with more franchising expe-
rience have a greater proportion of franchised
outlets. Consistent with Hypothesis 2, firms with
greater recent use of franchising have a greater pro-
portion of franchised outlets, whereas those with
greater recent use of company-owned outlets have
a lesser proportion.

The disappearance of the effects of the efficient
contracting variables in the fixed effects regres-
sions shown in Model 3 suggests that the cross-
sectional regressions shown in Models 1 and 2
suffer from omitted-variable bias. The absence of
controls for firm effects leads the efficient contract-
ing variables to proxy some of the effects of firm
differences, thereby overstating their effects. Con-
sistent with this argument, in Model 3 we observe
that the estimates of σu —the firm-specific vari-
ance component—is r = 0.23, which is significant
at the p < 0.001 level. In addition, a χ 2 test for
σu = 0 was rejected, indicating that unobserved
firm characteristics influence their organizational
governance forms. Similarly, the selection correc-
tion lambda is significant in Model 3 (p < 0.05),
suggesting that the results shown in Models 1 and
2 are likely affected by selection bias.
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As robustness checks, we estimated the full
model with random-effects and generalized esti-
mating equations with autocorrelation-one struc-
tures in Models 4 and 5. These two models repli-
cate findings in Model 3. In addition, in Models 6
and 7 we show generalized least squares models
controlling for two types of autocorrelation, panel-
specific autocorrelation-one structures and general
autocorrelation-one structures, which reproduced
our findings.

DISCUSSION

We argued that static explanations of organiza-
tional form are unlikely to fully account for why
firms use particular types of governance structures,
because organizational structure is path dependent,
with early experiences and actions sending orga-
nizations down a path that is difficult to change.
Our results demonstrate that this momentum per-
spective is a robust and important explanation of
organizational governance form, whereas typical
measures of efficient contracting are not, after we
control for momentum, firm, and selection effects.

This article builds on extant theory in two
ways. First, our results contribute to research on
franchising by demonstrating the importance of
momentum in explaining why firms are more or
less likely to franchise. As a result, it offers the
kind of ‘fresh theoretical perspectives’ (Combs and
Ketchen, 2003: 462) called for by some authors
to complement the efficient contracting arguments
that dominate the discussion (Combs, Ketchen, and
Hoover, 2004).

Second, our results suggest that firm-specific
characteristics account for much of the variance
in organizational governance form, whereas com-
monly used measures of efficient contracting are
not significant. Because the failure to measure
unobserved firm attributes often results in an over-
statement of measured effects (Heckman, 1981),
we believe that the literature has overemphasized
the importance of efficient contracting in explain-
ing organizational governance form, at the expense
of organizational expertise, resources, strategies,
and evolutionary processes. These findings chal-
lenge the optimal-design assumptions of efficient
contracting theories (Lafontaine, 1992), and sug-
gest that research on governance forms account
for dynamic evolutionary processes.
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This article has several implications for man-
agers. First, history matters! Organizational strate-
gies, once institutionalized, become very sticky.
Managers are inclined to confront new situations
using those strategies and tools that they are
most comfortable with. This suggests that man-
agers need to consider their options very care-
fully before initiating strategic actions. Second,
managers should take into consideration the con-
sequences of building different types of organi-
zational capabilities, because the capabilities that
a firm selects affect its organizational structure,
which, over the long term, shapes firm strategy and
performance (Sine, Mitsuhashi, and Kirsch, 2006).
Third, managers need to be cautious when draw-
ing normative conclusions from academic studies.
Our findings show that the efficient contracting
explanations for the structure of franchised sys-
tems do not hold in analyses that control for
unobserved heterogeneity and historical processes.
More research is definitely needed before man-
agers can trust, without any doubt, the normative
conclusions that have been drawn from those stud-
ies.

Limitations

Our study is limited in several ways. First, our
analysis indicates that much variance in organiza-
tional governance forms still remains unexplained.
Future research might follow the recommenda-
tions of Combs and Ketchen (2003) to explore
other theoretical frameworks to account for the
choice of governance form. Second, we argued
that two mechanisms—managerial decision mak-
ing and learning processes—account for organi-
zational momentum. Unfortunately, we lack the
data necessary to examine the specific mechanisms
that underlie this effect. Therefore, we can con-
clude that momentum plays a key role in deci-
sions about a firm’s organizational governance
form, but can only speculate about the mechanisms
behind momentum effects. Finally, while we show
the effect of momentum on governance form in
the context of franchise systems, future research
would need to show similar effects in other settings
in which efficient contracting researchers have
amassed a substantial body of empirical evidence,
such as make-or-buy decisions (Masten, Meehan,
and Snyder, 1989), in order to demonstrate that
these results are generalizable.

CONCLUSION

In this article we examine firms’ choice of orga-
nizational governance form. We argue that past
research that uses cross-sectional analysis to show
that efficient contracting explains the choice of
organizational governance form is not robust to
the year of investigation, firm effects, or selection
effects. We propose, instead, that organizational
governance form is shaped by dynamic historical
processes such as organizational momentum. We
find that organizational momentum is a robust pre-
dictor of organizational governance form, suggest-
ing the evolutionary character of organizational
structures and strategies.

ACKNOWLEDGEMENTS

We thank Robert David, Henrich R. Greve, and
Timothy G. Pollock for their helpful comments
on an earlier draft of this article. Research sup-
port for Hitoshi Mitsuhashi was provided by the
Japanese Government’s Ministry of Education,
Culture, Sports, Science, and Technology Grant-in-
Aid for Young Scientists, number (A) (15683003),
and research support for Wesley D. Sine was pro-
vided by the J. Thomas Clark Professorship.

REFERENCES

Amburgey TL, Miner A. 1992. Strategic momentum:
the effects of repetitive, positional, and contextual
momentum on merger activity. Strategic Management
Journal 13(5): 335–348.

Argote L, Beckman S, Epple D. 1990. The persistence
and transfer of learning in industrial settings.
Management Science 36(2): 140–155.

Arthur WB. 1994. Increasing Returns and Path Depen-
dence in the Economy . University of Michigan Press:
Ann Arbor, MI.

Beckman CM. 2006. The influence of founding team
company affiliations on firm behavior. Academy of
Management Journal 49(4): 741–758.

Bond RE, Bond JM. 1995. The Sourcebook of Franchise
Opportunities . Irwin: Homewood, IL.

Bond R, Bond RE, Qiu M, Bond JM. 1998. Bond’s
Franchise Guide. Source Books: Oakland, CA.

Bradach JL. 1997. Using the plural form in the
management of restaurant chains. Administrative
Science Quarterly 42: 276–303.

Brickley J, Dark F. 1987. The choice of organizational
form: the case of franchising. Journal of Financial
Economics 18: 401–420.

Copyright  2008 John Wiley & Sons, Ltd. Strat. Mgmt. J., 29: 1127–1136 (2008)
DOI: 10.1002/smj



1136 H. Mitsuhashi, S. Shane, and W. D. Sine

Brickley J, Dark F, Weisbach M. 1991. An agency
perspective on franchising. Financial Management 20:
27–35.

Chatterjee S, Price B. 1991. Regression Analysis by
Example (2nd edn). Wiley: New York.

Combs JG, Ketchen DJ Jr. 1999. Can capital scarcity
help agency theory explain franchising? Revisiting the
capital scarcity hypothesis. Academy of Management
Journal 42(2): 196–207.

Combs JG, Ketchen DJ Jr. 2003. Why do firms use
franchising as an entrepreneurial strategy? A meta-
analysis. Journal of Management 29(3): 443–465.

Combs JG, Ketchen DJ Jr, Hoover VL. 2004. A strategic
groups approach to the franchising-performance
relationship. Journal of Business Venturing 19(6):
877–897.

Dnes AW. 1992. ‘Unfair’ contractual practices and
hostages in franchise contracts. Journal of Institutional
and Theoretical Economics 148(3): 484–504.

Elliott SW, Anderson JR. 1995. The effect of memory
decay on predictions from changing categories. Jour-
nal of Experimental Psychology: Learning, Memory,
and Cognition 21(4): 815–830.

Fiske ST, Linville PW. 1980. What does the schema
concept buy us? Personality and Social Psychology
Bulletin 6(4): 543–557.

Greene W. 2000. Econometric Analysis . Prentice Hall:
Upper Saddle River, NJ.

Hayward M. 2002. When do firms learn from their
acquisition experience? Evidence from 1990–1995.
Strategic Management Journal 23(1): 21–39.

Heckman J. 1981. Heterogeneity and state dependence.
In Studies in Labor Markets , Rosen S (ed). University
of Chicago Press: Chicago, IL; 91–139.

Ingram P, Baum JAC. 1997. Opportunity and constraint:
organizations’ learning from the operating and com-
petitive experience of industries. Strategic Manage-
ment Journal , Summer Special Issue 18: 75–98.

Kogut B, Zander U. 1992. Knowledge of the firm,
combinative capabilities, and the replication of
technology. Organization Science 3(3): 383–397.

Lafontaine F. 1992. Agency theory and franchising: some
empirical results. Rand Journal of Economics 23:
263–283.

Lafontaine F, Slade M. 1997. Retail contracting: theory
and practice. Journal of Industrial Economics 45:
1–25.

Lee LF. 1983. Generalized econometric models with
selectivity. Econometrica 51: 507–512.

Mahoney JT. 1992. The choice of organizational form:
vertical financial ownership versus other methods of
vertical integration. Strategic Management Journal
13(8): 559–584.

March JG, Simon HA. 1958. Organizations . Wiley: New
York.

Masten S, Meehan J, Snyder E. 1989. Vertical integration
in the U.S. auto industry: a note on the influence
of transaction specific assets. Journal of Economic
Behavior & Organization 12: 265–273.

Miller D, Friesen P. 1984. Organizations: A Quantum
View . Prentice Hall: Englewood Cliffs, NJ.

Osterman P. 1995. Skill, training, and work organization
in American establishments. Industrial Relations 34:
125–146.

Scott F. 1995. Franchising vs. company-ownership as a
decision variable of the firm. Review of Industrial
Organization 10: 69–81.

Shane S. 2001. Organizational incentives and organiza-
tional mortality. Organization Science 12: 136–160.

Shelanski HA, Klein PG. 1995. Empirical research in
transaction cost economics: a review and assessment.
Journal of Law, Economics, & Organization 11(2):
335–361.

Simon H. 1981. The Sciences of the Artificial (2nd edn).
MIT Press: Cambridge, MA.

Sine WD, David RJ, Mitsuhashi H. 2007. From plan to
plant: effects of certification on operational start-up in
the emergent independent power sector. Organization
Science 18(4): 578–594.

Sine WD, Mitsuhashi H, Kirsch DA. 2006. Revisiting
Burns and Stalker: formal structure and new venture
performance in emerging economic sectors. Academy
of Management Journal 49(1): 121–132.

Williamson OE. 1985. The Economic Institution of
Capitalism . Free Press: New York.

Yin X, Zajac EJ. 2004. The strategy/governance structure
fit relationship: theory and evidence in franchising
arrangements. Strategic Management Journal 25(4):
365–383.

Copyright  2008 John Wiley & Sons, Ltd. Strat. Mgmt. J., 29: 1127–1136 (2008)
DOI: 10.1002/smj


