Marco Giarratana (Sant'Anna School of Advanced Studies Pisa, Italy)

majiarr a@sssup.it

Missing the starting gun? Rationality beyond incumbent entry timing decisonsinto new
mar ket niches

Abstract

The paper is focused on the interactions between first comers and followers in new markets.
We andyze this issue in the case of Encryption Software Industry (ESl), a market niche in the
software industry. Empiricd evidence collected from severa sources shows how in ES firg
innovators could not be able to exploit dl the technologicd competencies they created and
they could to some respect lose their initid advantage to the benefit of new dartups. In this
industry first technologicd movers were dow or late to enter into the downstream market,
leaving newcomers the opportunity to dominate the industry. With a forma modd and an
econometric andyss, we test the hypothess tha incumbent adoption of a wait-and-see
drategy was a rationa and optima choice againg the assumption of inertia and not full
rationality myopia in the decison process of potentid entrants in ES. We find that firm entry
timing decison in ES is not the direct outcome of a process of rationd decison on timing,
but a sub-product of an entry-vs-no entry agorithm that each time firms repest.
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