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DISSERTATION SUMMARY:: Essays on Optimal Strategies for Entry in New Markets:

In deciding whether and when to enter a new market, an important but often neglected factor for firms
to consider is the nature of social influence between the existing (core) and the new market. My focus
in the first essay of my dissertation is on one such frequently observed pattern of social influence,
where adoption in the core market has a positive leverage effect on adoption in the new market, but
adoption in the new market has a negative backlash effect on adoption in the core market. For
example, Porsche’s strength in the sports cars market provided a positive leverage for sales when it
entered the SUV market, but entry into the SUV market had a negative backlash on sales in Porsche’s
sports car market. Past research has analyzed the leverage effect and concluded that market entry
should be delayed with increased leverage. | show that this need not be the case, and that entry
decisions are moderated by the extent of backlash in the core market. Past results hold when backlash
in the core market is absent or low. Surprisingly, our analysis shows that when the backlash effect is
high, it is actually optimal to delay entry as leverage increases when leverage is low in the first place.
However, when leverage is high, a firm should speed up entry as leverage increases. Such non-
monotonic behavior is a natural consequence of balancing the forces of positive and negative social
influence in a dynamic setting to maximize the net present value from the interlinked markets.

In the second essay, | continue with the theme of market entry and introduce competition. It is often
the case that each firm is stronger within its own set of core customers. Further, the urge to grow sales
by entering a competitor’s core market also appears irresistible to many firms. Across different
markets, firms behave differently: sometimes they stick to their core market, at other times they go all
out and enter each other’s core markets, and at yet other times one firm decides to enter another’s
market but the other doesn’t. The strategic implication of such entry is that there is either a careful
avoidance of confrontation with the competitor or an active attack on the other's core turf. In this
essay, | model the effects of segment size and the strength of consumer preference on this strategic
entry decision. Depending on the consumer and market characteristics, the Nash equilibrium of this
game is either entry into the competitor’s core by no firm, by only one firm, or by both firms.
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