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Preface


Achieving a sustainable competitive advantage over competitors is a key strategic challenge for firms. The corresponding competition increasingly takes place in so-called competitive arenas where competitors from different industries compete with each other to provide a similar value to the customer. Against this background, the acquisition and development of arena-specific capabilities becomes a key management objective with implications for the firm’s long-term performance. In her dissertation, Elena Ehrensperger closely looks at this topic specifically focusing on arena-specific marketing capabilities in the luxury competitive arena.


In her first paper, Elena Ehrensperger explores the theoretical concept of the strategic competitive arena mentioned above. Historically, strategic management research has assumed that the competition takes place within the same industry. This view, however, has been recently challenged by blurred industry boundaries and increased cross-industry competition resulting in the emergence of the theoretical concept of the strategic competitive arena. In this paper, Elena Ehrensperger identifies factors (e.g., technological disruption, digitization) that have induced the relevance of strategic competitive arenas and makes a key contribution by providing a concise definition of a strategic competitive arena. What makes this study specifically interesting and relevant for both academia and business practice is its close focus on the luxury competitive arena, which has so far received very little attention from researchers. This study makes two key contributions. First, it defines the customer needs that constitute the luxury competitive arena (need for status, need for superior quality) and second, it conceptually discusses capabilities across the four P’s of marketing which may drive the success of firms competing in the luxury arena.


In her second paper, Elena Ehrensperger empirically identifies four luxury arena-specific marketing capabilities (product leadership, exclusive pricing, story-telling, and passion creation capabilities) and examines their impact on marketing and overall firm performance of firms in the luxury competitive arena. Prior research has established the relevance of general marketing capabilities (such as product developing, pricing, selling, marketing communication) for firm performance. This study makes a key point by juxtaposing the performance effects of general and arena-specific marketing capabilities. In particular, it empirically demonstrates that arena-specific marketing capabilities are more important antecedents of firm performance than general marketing capabilities. Furthermore, the study shows that arena-specific capabilities gain in importance in the context of high environmental turbulence. This study significantly advances our knowledge on how firms actually compete in competitive arenas and has substantial implications for marketing managers of luxury firms by providing them with specific guidance on how to successfully implement their strategy in the luxury arena.


The third paper by Elena Ehrensperger deals with the highly important topic of the management of startups with a specific focus on luxury startups. The paper empirically explores how the common challenges of startups (lack of legitimacy and limited research base) manifest themselves specifically for startups in the luxury arena and derives eight capabilities that startups in the luxury arena may deploy in order to cope with these challenges. This study advances our knowledge on entrepreneurial capabilities in the luxury arena by specifically showing how newcomers in this arena can thrive against incumbents. In addition, it provides luxury entrepreneurs with valuable insights with regard to the capabilities they need to develop in order to establish themselves in the luxury competitive arena.


I think the dissertation of Elena Ehrensperger generates highly original insights that make an important contribution to the research on luxury marketing and marketing strategy. This dissertation is truly world-class and gives an impressive example of the benefits of teamwork in our luxury and marketing strategy teams at the Institute of Marketing and Management. It was a great pleasure to supervise Elena Ehrensperger’s dissertation and I wish her for her future academic career and also for her private life all the very best.


Prof. Dr. Harley Krohmer


Chairman of the Institute of Marketing and Management,


University of Bern
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Summary of the Dissertation


This dissertation explores the role of marketing capabilities in the luxury competitive arena. The concept of the strategic competitive arena is a relatively new and hardly examined phenomenon in management research, which increasingly gains on importance on the background of intensified cross-industry competition and market dynamism (Day 2004; McGrath 2013). In my dissertation thesis, I turn attention to this phenomenon by specifically focusing on the strategic luxury competitive arena. Following the resource-based view of the firm (Barney 1991; Helfat 2007; Peteraf 1993), I show that companies competing in this strategic arena need arena-specific marketing capabilities in order to improve their marketing performance and achieve sustained competitive advantage. The three papers outlined below investigate the phenomenon of the luxury competitive arena and the peculiarities of competition within this arena.


In Paper 1, I conceptually elaborate on the construct of the strategic competitive arena and illustrate it on the example of the luxury competitive arena with its two main constituents: luxury arena-specific customer needs and luxury arena-specific marketing capabilities. In Paper 2, I empirically derive luxury arena-specific marketing capabilities that companies deploy in order to succeed in the luxury competitive arena. I also compare the role of arena-specific vs. arena-independent (general) marketing capabilities for customer value implementation in the luxury arena and explore how both sets of capabilities behave under different environmental conditions. Finally, in Paper 3, I apply a contingency perspective on strategic competitive arenas by specifically focusing on a group of companies within the luxury arena – luxury startups – and the capabilities that they need in order to thrive against arena incumbents.


Content of the Specific Papers


In Paper 1, I conceptually investigate the strategic competitive arena as a new phenomenon in strategic management. Based on prior research on strategic market definition (Day 2004; McGrath 2013; Storbacka and Nenonen 2012), I explain the reasons for the growing relevance of strategic arenas that replace the traditional industry with its competitive forces as a battlefield of competition (Porter 1979, 2008). Furthermore, I provide a definition of the strategic competitive arena taking customer needs as its central constituent. I also show that companies need arena-specific capabilities in order to satisfy these customer needs and illustrate these considerations on the example of the luxury competitive arena: I conceptually derive luxury arena-specific customer needs and the corresponding marketing capabilities that are important for delivering customer value in this arena. This study contributes to strategic management research as it provides a better understanding of the strategic competitive arena as a new phenomenon for strategic market definition. The study also enlarges the academic work on luxury providing a new, competitive arena-based approach to luxury marketing. From the practical point of view, the study draws managerial attention to the increased relevance of the arena-based thinking for the definition on one’s competitive boundaries and shows the importance of developing arena-specific marketing capabilities. Specifically for managers in the luxury arena, the findings offer direct insights as to which customer needs and specific marketing capabilities may be relevant for their company.


In Paper 2, I combine the conceptual considerations from the first study with qualitative research of senior executives of Swiss and international luxury brands as I empirically identify and operationalize marketing capabilities specific for the luxury competitive arena. Subsequently, in a large-scale survey of 230 managers of luxury brands, I test if companies deploy these capabilities in order to implement the luxury customer value discussed in Paper 1. I also compare the mediating role of arena-specific marketing capabilities between customer value and marketing performance with that of more general marketing capabilities and examine which capabilities gain on relevance under the conditions of high vs. low market turbulence. This study provides empirical evidence for a more important role of luxury arena-specific as compared to general marketing capabilities for successful customer value implementation in the luxury arena. It also empirically confirms the increasing relevance of arena-specific marketing capabilities in a turbulent market environment. The study makes an important contribution to academic research by introducing a new, arena-specific contingency approach to marketing capabilities as it shows high relevance of arena-specific capabilities in the context of a strategic competitive arena. Additionally, it applies a new, implementation perspective on competitive arenas by empirically demonstrating that customer value in competitive arenas is realized by means of arena-specific capabilities. Finally, the study re-examines the role of marketing capabilities under the conditions of high environmental dynamism. Namely, it provides evidence that arena-specific marketing capabilities buffer the company against the dynamism related rapidly changing consumer preferences. From the practical point of view, this study demonstrates high managerial importance of arena-specific marketing capabilities which can be used as a tool for analyzing one’s competitive environment. It also shows the importance of a strategic competitive arena as a point of reference for marketing strategy formulation and capabilities development.


Paper 3 takes a closer look at a specific group of companies within the luxury competitive arena – luxury startups. In this study, I analyze the problems facing young companies who start their way in a respective competitive arena: the problem of external legitimation and the lack of resources. Following the results of qualitative interviews with luxury startup managers in Switzerland, I show which specific capabilities these companies need in order to overcome these problems in the luxury competitive arena and to successfully compete against the arena incumbents. The specific contribution of this paper is its contingency approach to strategic competitive arenas. The study shows that arenas are not homogeneous entities but rather include subgroups of companies which, in addition to arena capabilities, need even more specific capabilities in order to survive. Additionally, the study introduces a new, contingency perspective on startups by integrating the arena-based approach into the research on strategic entrepreneurship. My research findings provide guidance for startup managers in the luxury arena as to which capabilities they need to deploy in order to gain credibility and overcome the lack of resources. It also gives impulse to managers of new ventures in other competitive arenas concerning how to survive in their competitive environment.




PAPER I:


Strategic Luxury Competitive Arena –


Concept and Implications for Marketing Management


ABSTRACT


Achieving and sustaining a lasting competitive advantage is a cornerstone of the strategic management science. However, little is known about how companies actually define the area in which they compete. Whereas traditionally the scope of one’s rivals encompassed only the direct substitutes, i.e. one’s respective industry, nowadays there is a call for a more precise concept which would account for the actual competitive trends of cross-industry convergence and increased market dynamism. In this study, we turn our attention to the strategic competitive arena as such a concept. Based on current academic work on strategic boundaries definition, we elaborate on the arena conceptualization und propose our own definition of competitive arenas which we subsequently illustrate on the example of the luxury competitive arena. When exemplifying this arena, we specifically highlight two arena constituents: the luxury arena-specific customer needs, which form the customer-based side of the arena, and the luxury arena-specific marketing capabilities, which companies in this arena use to satisfy these needs and achieve sustained competitive advantage. Our study provides implications for further academic work in this field and makes recommendations for marketing managers.


INTRODUCTION


The goal and purpose of competition is outperforming one’s rivals, which means achieving and sustaining competitive advantage over them (Barney 1997; Porter 1985). Participating in competition, firms strive to offer products and services which provide superior value to the customer and those who manage it enjoy success (Slater 1997; Woodruff 1997). Whereas the question “why to compete” has been unanimously answered in strategic management, the question “where to compete” still remains an open issue (Day 2004). Traditionally, researchers in the field of strategic management have relied on M. Porter’s school of thought (Porter 1979, 1985, 2008) seeing the industry as a battlefield where competition takes place: “Competitive strategy is the search for a favorable competitive position in an industry, the fundamental arena in which competition occurs” (Porter 1985, p. 1). In this sense, the scope of one’s rivals has been defined within the borders of the same industry with companies competing against close substitutes to one’s product or service (Bettis and Hitt 1995).


Recently, however, this view on competition has been increasingly questioned, the reasons for it being the blurring competitive boundaries and cross-industry convergence as competition becomes more dynamic and the rapid technology development and globalization accelerate this process (Day 2004; McGrath 2013). So McGrath: “in more and more markets, we are seeing industries competing with other industries, business models competing with business models even in the same industry, and entirely new categories emerging out of whole cloth” (McGrath 2013, p. 9). On this background, there has been a call for a new concept that would better account for the current competitive realities - the strategic competitive arena (Day 1981; McGrath 2013; Storbacka and Nenonen 2012).


In the current study, we follow this research call and turn our attention to the phenomenon of the strategic competitive arena, on the example of the luxury competitive arena. Relying on recent research in strategic management, we conceptually discuss the relevance of competitive arenas as well as outline the reasons which have caused the rise of the arena-based thinking. In addition, we expand the current body of research on strategic arenas by proposing a new definition of the competitive arena based on customer needs: arenas are determined by various competitors who try to satisfy customer needs with alternative products and services. Our findings advance the current state of research in management by centering the arena definition around specific customer needs, which we see as relatively stable. Furthermore, building on the resource-based theory, we outline arena-based marketing capabilities as a second important constituent of strategic arenas. Specifically, we argue that companies develop arena-specific marketing capabilities in order to satisfy the customer needs, characteristic of a competitive arena, and to achieve competitive advantage over their rivals.


To better illustrate our conceptual considerations, we take a special focus on the challenges within one specific competitive arena - the luxury arena. We examine the competitive situation in the luxury arena, since this arena has traditionally been cross-industry where rivals from various industries compete against each other (Müller-Stewens and Berghaus 2014). On the basis of prior research in luxury management, we conceptually derive the customer needs that are specific for the luxury competitive arena (the need for status and the need for superior quality) and the corresponding values that luxury consumer get when these needs are satisfied. Additionally, we outline nine luxury arena-specific marketing capabilities that companies in the luxury competitive arena deploy to deliver these values to consumers: the capability to create a product of superior quality, the capability to create an exclusive product, the capability to create a personal product, the capability to create a strong and unique brand identity, brand heritage creation capability, exclusive pricing capability, selective distribution capability, story-telling capability, and customer experience creation capability. In doing so, we make important implications for luxury marketing managers who can directly use our insights in their managerial practice and improve their performance by developing these luxury arena-specific marketing capabilities. But also, we address managers on a more general level by turning their attention to the arena-, instead of industry-based thinking, which in our opinion better corresponds to today’s competitive reality.


In the following sections, we first elaborate on the conceptualization of the strategic competitive arena before turning our attention specifically to the luxury competitive arena. We then discuss the constituents of the luxury arena: the luxury arena-specific customer needs and capabilities. Finally, we derive theoretical and managerial implications of our study and propose avenues for future research.


STRATEGIC COMPETITIVE ARENA – A NEW PHENOMENON IN STRATEGIC


MANAGEMENT


Defining Competitive Boundaries and New Patterns of Substitution


One of the vital questions for each company is how to define its strategic market (Day 1981; Day, Shocker, and Srivastava 1979). The definition of one’s competitive boundaries is decisive since it builds a basis for a company’s strategy formulation: “One of the significant competitive challenges for managers is to accurately define the existing boundaries and structure of the competitive arena - in order to understand, outmaneuver, and react to existing rivals” (Day 2004, p. 23). The decision “where to compete” usually precedes the choice of “how to compete”, though a reverse situation is possible, too (Day and Nedungadi 1994).


The choice of one’s strategic market has never been more difficult than today, when the dissolution of competitive boundaries is in full swing and the competition obtains an increasingly cross-industry character (Day 2004; McGrath 2013; Moran 1973). Whereas before, the rivalry took place within the borders of a clearly defined industry, the examples being the consumer electronics industry, the movie industry, the music industry (Prahalad and Ramaswamy 2003), today companies are increasingly dealing with blurring industry boundaries. The dissolution of competitive boundaries particularly means that the borders of previously clearly defined industries are shifting so that a company finds it increasingly challenging to define the set of its current and potential competitors, who once used to all act within the borders of the same industry (Day 2004). Already back to 1973, W. Moran pointed out this tendency: “In our complex service society, there are no more product classes - not in any meaningful sense…To some degree, in some circumstances, almost anything can be a partial substitute for almost anything else” (Day, Shocker, and Srivastava 1979, p. 9; Moran 1973). Later on, research confirmed his view: “Indeed, in almost every industry, the distinct identities of products, services, channels, industries and companies are rapidly disappearing” (Prahalad and Ramaswamy 2003, p. 13).


Such cross-industry convergence can be observed for example, in the so-called “TIME” industries (telecommunication, information technology, media and entertainment) (Hacklin, Battistini, and Von Krogh 2013). A typical example is the communication industry, which has turned into a battlefield where both traditional telecommunication companies and alternative service providers such as Skype, WhatsApp and WeChat compete to satisfy the consumer’s need for communication (Fox 2016). Other examples of blurring industry boundaries include Google tapping into the traditional car industry with its self-driving cars (Higginbotham 2015) or Netflix destroying the movie-theater business by offering movies online at the time of cinema-only runs (Lev-Ram 2016).


In all these examples, we observe a competitor from a totally different industry enter into a previously unserved industry satisfying some specific customer need which was traditionally served only by companies acting purely within the borders of this industry. As a result, we see a situation in which a new competitive threat comes out of nowhere with a new pattern of substitution and destroys the borders of once stable industry making the competition boundaries less and less well-defined (Day 2004).


The reasons for this industry convergence are mostly seen in the rapid technological advancements (i.e. digitalization) which are accompanied by the globalization of business activities, deregulation, and increased market dynamism (Bettis and Hitt 1995; Day 2004; Prahalad and Ramaswamy 2003). As the examples described above show, the emergence of new technologies and the related technology fusion have led to an appearance of hybrid products with multiple functions. These hybrid products become new competitors for the incumbents of a certain industry: “Advancing technology and technology fusion have produced increasing numbers of products that have multiple and sometimes new functions, frequently providing substitutes for existing products and industries” (Bettis and Hitt 1995, p. 13). As an example, the advent of cable systems and digitization has caused the convergence of communications, computer, software, and television industries. As a result of this technological fusion, one piece of equipment (i.e. a smartphone) can carry out several functions, such as transmitting, broadcasting, being used for business and entertaining (Bettis and Hitt 1995; Prahalad and Ramaswamy 2003). Consequently, companies find it increasingly easy to “encroach upon” other industries and expand their activities. Thus, technologically based industry convergence creates a lot of confusion in the competitive landscape and therefore makes superior value creation increasingly difficult (Prahalad and Ramaswamy 2003, p. 13).


The precise definition of competitive boundaries becomes even more challenging when companies move onto the global arena: “Industry boundaries may also be more ambiguous as firms move into global markets. Certainly, it becomes more difficult to identify the competitors precisely, along with their resources, strategies, and future strategic actions” (Bettis and Hitt 1995, p. 13). Since today companies are increasingly acting globally, the challenge of strategic market definition faces them more than ever before. Finally, the increased market dynamism resulting from the rapid technology development impedes the precise setting of one’s competitive borders: “As competition becomes more dynamic, the arena boundaries become fuzzier, and rivals are more difficult to identify or anticipate” (Day 2004, p. 24). Nowadays, companies exist in highly turbulent environments which makes the competitive reality full of uncertainty and disorder (Bettis and Hitt 1995).


The above described trends show that the concept of industry-based competition does not seem to correspond to the current competitive realities. On the background of blurring industry boundaries, industry convergence, rapid globalization, and increased market dynamism, the number of rivals that a company is competing against must be seen as broader than just the products from the same industry (direct substitutes). This puts a company in front of an increasing challenge of correctly defining its actual strategic market. In this sense, there is a strong need of rethinking the competition in other terms than just from an intra-industry perspective. As a consequence, the need for a concept, other than industry, that would better reflect and describe the cross-industry character of modern competition, becomes clearer. Some researchers (Day 2004; McGrath 2013) have suggested to use competitive arena as a more precise concept that would account for the changing competitive realities and the phenomenon of cross-industry convergence.


Defining the Competitive Arena: Customers or Competitors, Broad or Narrow?


The concept of a competitive arena has been discussed by a number of researchers in strategic management (Day 2004; McGrath 2013; Partridge and Perren 1994; Storbacka and Nenonen 2012) who generally agree that competitive arenas have an elusive and multidimensional character. Among the first attempts to define strategic competitive arena was made by George S. Day (Day 1981, 2004; Day, Shocker, and Srivastava 1979). In his definition of competitive arenas, Day relies on the patterns of substitution which can be viewed either from the demand-side (bottom-up) or from the supply-side (top-down) perspectives (Day 1981, 2004). Customer-defined arenas include competitive offerings that can be used as substitutes to satisfy needs which a group of customers regards as important, whereas competitor-defined arenas start with competitors who do or can possibly satisfy the needs of a specific customer group by deploying specific capabilities. In this sense, the customer-based perspective defines the arena as a field where customer requirements and needs can be satisfied, whereas the competitor-based definition regards arenas as places where firms producing substitute offerings can outperform each other by means of implying corporate resources in a best possible way (Day 1981). These two views are not necessarily identical: i.e. from the customer’s point of view, a military helicopter must not be part of a competitive arena if it does not directly satisfy his/her need for transportation, whereas from the point of view of a company that produces commercial helicopters, a military helicopter can be a potential substitute and consequently a rival in the same competitive arena (Day 2004).
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