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ABSTRACT Digital platforms have facilitated the entry into the market of micro players, a
subcategory of specialists formed by individuals offering products and services on a very small
scale. This study builds on previous research on micro players’ entry, to formalize, validate, and
expand a theory of micro entry that helps to explain the market dynamics when micro players
use digital platforms to enter the market. We (1) examine how macro-economic conditions
influence the entry of micro players and specialists and (2) investigate the differential effects

of the entry of micro players and specialists on the generalists” performance. Our setting

is the accommodation industry in Spain, in which generalists are represented by dominant
hotels and micro players and specialists by occasional and regular operators who entered

the market through Airbnb. We find that the entry of micro players into the market through
digital platforms is driven by high unemployment rates and platform legitimacy, factors that do
not similarly influence the entry of specialists. Additionally, the results show that the entry of
specialists decreases generalists’ performance, while micro players’ entry is complementary.

Keywords: micro entry theory, resource partitioning theory, generalists, specialists, micro
players, digital platforms

INTRODUCTION

Resource partitioning theory has traditionally categorized firms into two groups: gener-
alists and specialists. According to this theory, generalists operate in the market centre
and specialists target smaller niches, and these two groups do not directly compete as
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they occupy different market spaces (Carroll, 1985). However, the proliferation of digital
platforms has disrupted market dynamics and challenged the predictions of resource
partitioning theory. Digital platforms such as Airbnb, Lyft, eBay, and Fiverr have enabled
the entry of many individuals offering products and services on a small scale (Einav
et al., 2016; Gawer, 2014), reshaping industries and changing the composition of orga-
nizational populations (Greve and Song, 2017). Previously, these individuals operated in
the informal economy or had limited opportunities to monetize their assets and skills.
Digital platforms grant them almost instantaneous entry at minimal risk or cost, intro-
ducing market participation conditions and empowering players that resource partition-
ing theory did not consider at its inception.

Previous research has identified micro players as a distinct category of specialists char-
acterized by their small scale, narrow product scope, limited experience and legitimacy,
low business model complexity, and limited resources and capabilities (Markman and
Waldron, 2014). The framework of micro entry developed by Markman and Waldron
predicts that micro players differ from ‘traditional’ specialists and have a different impact
on the performance of generalists when entering the market.

With the increasing entry of micro players through digital platforms and the lack of
formal propositions and empirical validation of the micro entry framework, there is a
clear research opportunity to develop and test hypotheses that differentiate micro players
and specialists entering the market through digital platforms based on diverse drivers
that affect their entry and their different impact on generalists’ performance. We predict
that unemployment rate and the platform’s legitimacy will have a more positive effect
on the entry of micro players than on the entry of specialists. Moreover, we hypothesize
that while the entry of specialists will harm generalists’ performance, the entry of micro
players will enhance it.

We test these hypotheses in the context of the accommodation industry in Spain, one
of the world’s top tourist destinations (UNW'TO, 2020). We conceptualize generalists
as dominant hotels, while micro players and specialists are represented by occasional
and regular operators who have entered the market through Airbnb. Airbnb is a digital
platform that has facilitated the entry of diverse market players in the accommodation
industry. On one hand, it has enabled non-professionals and small-scale operators (i.e.,
micro players) to occasionally rent out spare rooms or vacant apartments. On the other
hand, it has facilitated the regular operations of professional operators (i.e., specialists)
specializing in short-term rentals (Chen et al., 2023; Markman et al., 2021).

Based on 4442 city-month observations spanning from 2010 to 2015, we find that
unemployment and platform legitimacy drive the entry of micro players and specialists
differently. Furthermore, we demonstrate that the entry of micro players, facilitated by
digital platforms, enhances the performance of generalists, while the entry of specialists
reduces it.

This article formalizes and empirically validates a theory of micro entry, building upon
the previous work of Markman and Waldron (2014), by demonstrating the distinctness
of micro players and highlighting how they differ from specialists in terms of the causes
and effects of their market entry via digital platforms. Specifically, we show that in the
context of digital platforms, both macro-economic conditions (e.g., unemployment) and
platform features (e.g., legitimacy) influence the entry of micro players and specialists
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differently, and explain the dynamics between generalists, micro players, and specialists,
including how specialists entering the market via a digital platform may compete with
generalists while micro players complement them.

Furthermore, the study challenges resource partitioning theory by examining the impact
of digital platforms on market evolution. The results show that the entry of micro players
through digital platforms introduces a subgroup of specialists that was not considered in the
original theory. Moreover, the evidence suggests that digital platforms enable specialists to
compete with generalists in their market, contradicting the original theoretical prediction of
resource partitioning theory that generalists and specialists do not compete.

Lastly, our study addresses a recent call to generate more research that acknowledges
the new dynamics introduced by the emergence of digital platforms (Menz et al., 2021).
Specifically;, our study focuses on understanding the entry of small players through digital
platforms and the competition between incumbents and heterogeneous entrants that use
digital platforms to access the market. Previous studies have examined macro-level factors
(Gerwe et al., 2022; Huang et al., 2020) and platform characteristics (Skiti et al., 2022) that
drive individuals to enter the supply side of the market (as service providers) through a
digital platform. We extend this work by providing empirical evidence that confirms that
some macro-level and platform factors affect differently the entry of occasional and regular
service providers through a digital platform. We also show how the entry of service provid-
ers through digital platforms influences incumbents’ performance (Li and Srinivasan, 2019;
Zervas et al., 2017), by demonstrating that the effect differs depending on the type of entrant.

BACKGROUND
Generalists, Specialists, and Micro Players

Originating in ecology and biology, resource partitioning theory posits that to attain
market equilibrium, generalists and specialists suppress rivalry over limited resources
by ‘partitioning’ the market and occupying different segments and niches (Carroll et al.,
2002; Carroll and Hannan, 1995, 2004). Generalists operate in the centre of the mar-
ket with mainstream offerings, while specialists occupy the market periphery, targeting
smaller niches. The specialist-generalist distinction has guided scholarly work in such
diverse contexts as micro-radio (Greve et al., 2006), banking (Freeman and Lomi, 1994;
Lomi, 1995), journalism (Carroll, 1985), winemaking (Swaminathan, 1995), brewing
(Swaminathan and Carroll, 1995), car making (Hannan et al., 1995), auditing (Boone
et al., 2000), organic farming (Sikavica and Pozner, 2013), security software (Fosfuri
et al., 2020), and filming (Jia et al., 2022; Mezias and Mezias, 2000), to name a few.

The theory’s identification of generalists as few and highly similar has received sub-
stantive support, but the clustering of often dissimilar specialists into a single group has
increasingly drawn attention and raised questions (Hannan et al., 2007; Sikavica and
Pozner, 2013). Such work has illustrated that specialists are not homogeneous.

For instance, resource partitioning theory has traditionally viewed specialists as ill-
equipped to compete with generalists in market centres and therefore relegated to the
periphery. However, according to some organizational scholars, some specialists choose
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to locate near market epicentres, right next to generalists (Hannan et al., 2007; Liu and
Wezel, 2015; Verhaal et al., 2017), and possibly target similar or the same customers.
Furthermore, research has shown that different specialists use different business models.
Sikavica and Pozner (2013) have labelled small specialists — those with very small-scale
production and limits to their organizational growth — ‘the more specialized special-
ists’. These small specialists (e.g., microbrewers, artisans, micro-eco farmers) tie their
authenticity to their small scale as a way to de-escalate rivalry with both generalists and
other more typical specialists who aspire to scale up and reach generalists’ mass markets.
Distinctly different identities, images, customer bases, and operational scales mean that
some specialists fracture their market territory into even smaller niches — a reality the
theory overlooked in its original form.

To address the issues above, Markman and Waldron (2014) proposed its conceptual
extension. They identified a subcategory within the heterogeneous group of specialists
they call micro players, which are ‘very small in scale, scope, or capability’ compared
with traditional specialists (Markman and Waldron, 2014, p. 180). The resulting theory
of micro entry posits that micro players differ from specialists because of their narrow
product scope, very low experience, low business model complexity, vulnerability, ques-
tionable legitimacy, and limited resources and capabilities to scale up; differences that
influence how these entities operate (Markman and Waldron, 2014).

In terms of competitive dynamics, according to micro entry theory, micro players do
not damage generalists’ performance due to their pronounced size disparity and lack
of the operational infrastructure and ability to scale up (Markman and Waldron, 2014).
Furthermore, micro players can sometimes complement and enrich generalists’ perfor-
mance due to agglomeration effects and when they target segments that generalists can-
not serve well, so that the latter can divert resources to their more profitable segments
and better serve core consumers (Markman and Waldron, 2014).

Micro Entry and Digital Platforms

Digital platforms facilitate direct interactions among two (or several) types of users
(e.g., sellers and buyers, app developers and users, hosts and guests, drivers and pas-
sengers, etc.) (Gawer, 2014; Mclntyre and Srinivasan, 2017). These interactions cre-
ate positive network effects, which imply that users’ utility increases with the number
of users (Chen et al., 2022). I'or instance, the attractiveness of the Uber platform for
riders increases with the number of Uber drivers.") The so-called virtuous cycle of
network effects is one of the main reasons why digital platforms entered many sec-
tors as peripheral start-ups, yet rapidly scaled up and expanded, becoming generalist
organizations. Airbnb in the short-term accommodations sector is one well-known
example.?]

Organizational research has acknowledged that some digital platforms have the
potential to change an industry population and structure by facilitating the entry
of micro players; for example, Amazon’s reviews have increased the sales of self-
published books, altering competitive dynamics within the publishing industry that
used to be predominantly dominated by several large publishing houses (Greve and

Song, 2017).

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

85U80|7 SUOWIWIOD BAIea1) 8|qedl|dde ay} Ag peusenob ase saolie O ‘SN Jo S9N 1oy ARIGITBUIIUO /8|1 UO (SUONIPUOD-PUR-SLLBI O™ A8 | IMA eI BUI|UO//:SANL) SUORIPUOD PUe WP | 38U} 885 *[5202/60/€0] U0 ARiqITauIUO AB|IM ‘(‘oul eAnde T) 8anopesy Aq 2862T SWOITTTT 0T/I0p/w0d" A |im AReiqijeul|uoy/sany woly papeojunmod ‘9 ‘+20z ‘98r9.9T



Entry of micro players 2637

Two main reasons explain why digital platforms facilitate the entry of micro players.
First, digital platforms drastically reduce transaction and entry costs for small players
with limited resources and capabilities. They minimize commercial friction by provid-
ing safe operational and transactional infrastructure, including reputation systems, in-
surance, reliable payment systems, and ways of resolving conflict (Einav et al., 2016;
Markman et al., 2021). For example, Airbnb and Xiaozhu (China) allow individuals to
monetize parts of their homes safely and reliably; TaskRabbit and Fiverr enable taskers
and giggers to monetize their skills and time across different employers.

Second, micro entry theory argues that generalists’ modularity, defined as ‘increas-
ing partnering with and outsourcing to other players’ (Markman and Waldron, 2014,
p. 186), encourages the entry of micro players into the market. Building on the dis-
tinction between modularity and integration, this theory suggests that industries go
through phases of expansion via modularity, when generalists outsource activities that
are ‘parceled out and undertaken by players that operate semi-independently’, or con-
traction through integration, ‘i.e., a few incumbents manage most activities internally’
(Markman and Waldron, 2014, p. 186). Digital platforms are inherently modular by
design (Gawer, 2014), that is, they need external players to function and grow. The asset-
light business model of digital platforms, in which the company does not own the asset
that underlies in transactions (e.g., Uber does not own cars; Airbnb does not own proper-
ties) makes the entry of other players not only desirable but essential for the platform to
operate and facilitate transactions.

In this article, we adopt the definition of micro entrants provided by Markman and
Waldron (2014) — small size, narrow product scope, very low experience, low business
model complexity, questionable legitimacy, and lack of scalability. Importantly, in the
context of digital platforms, these characteristics of micro players are tightly linked to the
fact that such actors usually operate on an occasional, part-time basis. Occasional, short-
term, and seasonal market players have always existed (babysitters, private tutors, sport
trainers, people who run errands for neighbours, vacation rentals, etc.) but were not very
visible as they were often part of the informal economy (Godfrey, 2011). Tor this reason,
organizational theorists have tended to overlook occasional players (Ketchen et al., 2014).
Digital platforms such as Airbnb and TaskRabbit (household chores) have given these
micro players an opportunity to transition from the informal to the formal economy in
sectors already populated by generalists and specialists. In line with micro entry theory,
these individuals are characterized by their micro scale and limited resources to scale
up. They do not need to make a large upfront investment to enter the market, as they
are usually sharing their already available but underused resources (home, second resi-
dence, spare time, spare car, spare space in a car, etc.). They usually are inexperienced,
and with questionable legitimacy, thus fitting the definition established by Markman and
Waldron (2014).

Consider these examples of micro players versus traditional specialists. In the hospi-
tality ecosystem, micro players might include mom-and-pop owners who rent a spare
bedroom. In contrast, traditional specialists include professional real estate operators,
property management firms, motels, and inns (on the low end), as well as hotels that
target narrow niches, all of which rent their assets regularly and aspire to grow their
brands and scale up by maximizing occupancy. Generalists, of course, are often hotels
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that target broad markets. In the car rental market, generalists are the large car rental
companies (Enterprise, Hertz, Avis), specialists are regional vehicle rental companies,
and micro players can be those individuals who rent temporarily a car via Turo. In the
consulting market, generalists are the largest management consulting companies that
offer a broad range of consulting services (Bain, BCG, McKinsey etc.), specialists are
specialized or boutique consulting firms, as well as consultants who work full time on
consultancy. Finally, micro players are those individuals who offer consulting services
occasionally, for instance via MePloy or Fiverr.

Of course, micro players have not been the sole beneficiaries of digital platforms.
Recent research shows that platforms also facilitate the entry of small and medium
businesses that offer specialized products and services on a permanent basis (Chen
et al., 2023; Ranchordas, 2017; Xie et al., 2021).”) For instance, onAirbnb individuals
who rent their properties part-timecoexist with full-time professional operators (O’Neil
and Ouyang, 2016; Xie et al., 2021). Some researchers have called such small firms
‘professionals’ (Farronato and Fradkin, 2022; Xie et al., 2021). In line with resource par-
titioning and micro entry theories, we call them specialists, as they have more resources,
legitimacy, and capacity to scale up than do micro players.

Given that the theory of micro entry does not include formal propositions and has
not yet been empirically validated, there is a clear research opportunity to present and
confirm some hypotheses to predict that micro players and specialists are different,
because diverse drivers affect their entry and their dissimilar impact on generalists’
performance. This is particularly the case in the context of micro entry via digital
platforms.

THEORY AND HYPOTHESES

There are several reasons for framing micro players as a distinct category of specialists.
First, there are substantive differences between the two in terms of how and why they
rely on platforms, including size disadvantage, operational intensity, identity, vulnerabil-
ity, growth capacity, and legitimacy. Platforms may benefit any market player, including
traditional specialists, but mostly as an additional way to carry out and extend their on-
going operations. But in the absence of digital platforms, very few micro players could
enter markets, earn commercial legitimacy, and thrive.

Second, micro players and most specialists tend to differ in their ambitions. In the
context of digital platforms, private individuals may tap the Airbnb platform to share
a spare bedroom occasionally, using their profits not to scale up but to offset medical ex-
penses, pay down personal debt, etc. In contrast, specialists, such as professional property
management firms, small inns, and even boutique hotels, tap the Airbnb platform as an
additional marketing channel to increase their yearly occupancy rate.

Third, because micro players on digital platforms tend to operate occasionally and at
minimal capacity, their business is not as routinized or trusted as that of established spe-
cialists (De Reuver et al., 2018; Einav et al., 2016; Kyprianou, 2018), nor is their entry as
noticeable. Typical specialists, by contrast, operate year-round and are more disciplined;
they hone their capabilities and seek growth by adopting industry standards, behaviours
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that often put them on a more adversarial path vis-a-vis generalists (Wu, 2008). The re-
sources provided by the digital platform (e.g., marketing resources, instant accessibility to
customers, transaction and payment support) enhance this competitiveness. Of course,
platform resources also help micro players, but given their part-time nature, growth lim-
itation, and smallness (Lehdonvirta et al., 2019), we theorize that (relative to most special-
ists) the entry of micro players into generalists’ territory is less substitutive and perhaps
even more complementing.

To demonstrate these behavioural differences, we follow a two-step analysis. We ex-
amine first whether two conditions — unemployment and platform legitimacy — influence
the entry of micro players and specialists differently, and second whether their entries
affect generalists’ performance differently. Regarding the first condition, the unemploy-
ment level has been considered one of the most important factors that drive firms to
enter a market (Audretsch et al., 2015) and individuals to participate in digital platforms
(Huang et al., 2020). Specifically, the literature on digital platforms shows that a 1 per
cent increase in the county level of unemployment is associated with a 21.8 per cent
increase in the volume of county residents actively participating in a digital platform
(Huang et al., 2020). Given the importance of unemployment as a driver of entry, we
have chosen it to demonstrate its different effect on the entry of micro players and spe-
cialists. Regarding the second condition, recent research acknowledges that a platform’s
legitimacy helps to get the support of platform users — both on the supply and on the
demand side (Garud et al., 2022).

Figures 1 and 2 depict the hypothesized relations and level of empirical support.

Unemployment and the Entry of Micro Players and Specialists

Unemployment should motivate micro players and specialists differently (Audretsch
et al., 2015). High levels of joblessness push individuals to add new sources of income
(Johnson and Parker, 1996; Kalmi, 2013; Storey, 1991). The ability to earn extra cash
swiftly i1s motivating (Folta et al., 2010), particularly when platforms allow part-time
and temporary engagements. Part-time work through Fiverr or TaskRabbit has few if
any precedents. Offsetting the risk of job insecurity, platforms also afford micro players

Unemployment

HypOlheSiSl(m/ Hypothesisl (+) n.s.

Specialists’ entry
through a digital platform

Micro players’ entry
through a digital platform

Hypothes;z(m\ Hypothesis2 (+)

Platform legitimacy

Figure 1. The determinants of market entry — specialists versus micro players
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Micro players’ entry
through a digital
platform

Hypothesis3a (+)

Generalists’
performance

Specialists” entry
through a digital
platform

Hypothesis3b (-)

Figure 2. The relationship between the entry of micro players and specialists and generalists’ performance

flexibility, autonomy, and a sense of control. In just ten years, Fiverr has afforded the
entry of millions of part-time providers into the freelance marketplace for digital services.

But while job insecurity motivates micro players to monetize their idle skills or assets, it
often forces specialists to conserve and contract (Huang et al., 2020). For example, vehicle
owners incur almost no cost when they enter a ride-sharing platform to exploit only peak
events, and the same applies to property owners who sporadically rent a spare bedroom
(Markman et al., 2021). The situation is reversed for most specialists, whose full-time
business models rarely afford the same operational flexibility, and whose customers now
have less discretionary income (Ahmadjian and Robinson, 2001; Tangpong et al., 2015).
To most typical specialists, a low level of unemployment means bad economic conditions
(e.g., declining consumer demand, operations below capacity level) which are unfavour-
able to entering the market.

Hypothesis 1:  Higher unemployment rates will have a stronger, more positive
effect on the entry of micro players than on that of specialists.

Platform Legitimacy and the Entry of Micro Players and Specialists

Legitimacy involves actions that ‘are desirable, proper, or appropriate within some so-
cially constructed system of norms, values, beliefs, and definitions’ (Suchman, 1995,
p- 574). It requires organizational activities to be congruent with prevalent norms and
values (Dowling and Pfeffer, 1975). Given that commerce needs cooperation among
diverse stakeholders, legitimacy is almost a precondition for firm formation and func-
tion (Desai, 2018; Suddaby and Greenwood, 2005; Xu et al., 2014); when buyers, sup-
pliers, investors, or employees question their legitimacy, firms face decline (Rao, 2000;
Taeuscher et al., 2021).

Recent studies highlight that the lack of cognitive and sociopolitical legitimacy are
the main challenges that digital platform ventures confront (Garud et al., 2022). We will
focus on cognitive legitimacy, which refers to the widespread social acceptance of an
organizational form. It is achieved when the organization is ‘taken for granted’ (Hannan
and Carroll, 1992). Organizational ecologists have theorized that population density
drives legitimation (Hannan and Carroll, 1992). In the case of a new digital platform, as
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it attracts more micro players and specialists, it will gain more visibility between them,
and higher support, which will improve its cognitive legitimacy.

As a result, the higher population density will also create cross-side (or indirect) net-
work effects; that is, the value of the platform to users will increase as more service
providers join the platform (McIntyre and Srinivasan, 2017), which will also afford legiti-
macy (Garud et al., 2022). I'or instance, a growing number of drivers entices platforms to
attract more users, as it permits faster pickups of passengers and less idle time for drivers,
lowering labour costs and prices, producing even greater demand, and so on (Markman
etal., 2021).

In conclusion, cognitive legitimacy of the platform can foster the entry of both
micro players and specialists into the platform. However, we consider that the plat-
form’s legitimacy will be a more important driver for the entry of micro players than
for the entry of specialists. A platform’s legitimacy affords micro players much-needed
legitimacy that they could hardly have created on their own (Phung et al., 2021). It
can validate even obscure, part-time micro players, who in the past mostly operated
in the informal economy and lacked mainstream legitimacy. Legitimacy provided by
platforms benefits specialists too, but not to the same extent. Given the familiarity of
their operations, specialists use platforms not to harness legitimacy but to extend their
operations.

Hypothesis 2: Legitimacy provided by platforms will increase the entry of
micro players more than the entry of specialists.

Effect on Generalists’ Performance by Entry of Micro Players versus
Specialists

Our second step in demonstrating that micro players are distinct from specialists 1s to test
how their market entry affects the performance of generalists (Figure 2) in the context
of digital platforms. Resource partitioning theory explains that the scale advantage of
generalists compels specialists to occupy more peripheral market regions (Carroll, 1985),
preventing head-on confrontation and rivalry between specialists and generalists.
Micro entry theory predicts that the entry of micro players (but not of specialists) may
complement generalists’ performance: ‘Micro entrants — despite their size and scale
disadvantages — operate with some impunity because their niches cannot sustain the
growth needs of large incumbents. However, to sustain favorable market conditions and
industry logic, micro entrants introduce offerings that complement, extend, and solidify
incumbents’ positions’ (Markman and Waldron, 2014, p. 190).

We submit that the entries of micro players and specialists in the market through
digital platforms trigger two different counteracting effects. On the one hand, platforms
empower micro players and specialists with resources that would otherwise not be eas-
ily accessible to them (e.g., highly recognized brand name, market visibility, transparent
and efficient mechanisms for matching with customers, etc.). Such resources allow micro
players and specialists to access generalists’ market segments, which can trigger a substi-
tution effect. On the other hand, a massive entry of micro players and specialists through
digital platforms may influence consumer behaviour, converting non-users into users,
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which can expand generalists’ demand. Such a scenario could occur in the following
ways. Digital platforms lower the entry costs for micro players and specialists, which can
lead to lower prices that can stimulate the demand by changing consumers’ behaviour.
For instance, the availability of cheap transportation alternatives offered by Turo, Uber,
etc., can lead some consumers to reduce their propensity to own a car (Fraiberger and
Sundararajan, 2017; Jiang and Tian, 2018; Ward et al., 2019). As consumers are less
prone to have a car, the demand on car-rental companies might increase, which could
benefit generalists such as Enterprise, Avis, or Hertz. Furthermore, digital platforms can
expand the demand by facilitating a greater consumer awareness of the services offered
by the industry. The marketing resources used by digital platforms can increase the visi-
bility of the services provided by micro players and specialists, which at the end can raise
consumer awareness of the services offered by the industry, converting non-users into
users.

The two countering effects from the entry of micro players and specialists on gener-
alists’ performance — substitution and market expansion — can be indirectly observed in
conflicting empirical findings of research on digital platforms. For instance, in support
of the substitution effect, Zervas et al. (2017) show that a 1 per cent increase in Airbnb
listings caused a 0.05 per cent decrease in hotel revenues in the US state of Texas; Li and
Srinivasan (2019) show that the overall percentage decrease in hotel sales was between
0.30 per cent and 0.50 per cent in eight US cities after the entry of Airbnb. By contrast,
in support of the creation of a new demand effect, Heo et al. (2019) show a positive ef-
fect of Airbnb supply on hotels’ performance in Paris, although Blal et al. (2018) find a
negligible effect in San Francisco.

In summary, the entry of both specialists and micro players via a digital platform can
produce two opposing effects on generalists’ performance: substitution and market ex-
pansion. However, we suggest that the substitution effect will be stronger for specialists,
while for micro players, the market expansion effect will overcome the substitution effect.
We discuss the rationale for this proposition next.

By augmenting their differentiated offerings and their professional services with the
resources available from a digital platform, specialists can attract the customers of some
generalists. Moreover, by granting almost costless marketplace entry and reducing trans-
action and marketing costs, digital platforms allow specialists to compete with generalists
more effectively in more market segments, thus sidestepping the size advantage of gen-
eralists. Thus, specialists’ entry via a digital platform, together with their permanence
and growth aspirations, can have a negative impact on generalists’ performance. Thus,
we predict that the substitution effect of specialists can overcome the market expansion
effect.

In contrast, the entry of micro players, given their part-time nature, growth limitation,
and smallness, via a digital platform does not threaten generalists. In fact, in the context
of digital platforms, we consider that micro players’ flexibility and timed supply—demand
matching are a boon to generalists (Luoma et al., 2018). To illustrate how micro players
can complement generalists, we will use the example of Airbnb. Without the supply
flexibility provided by the occasional renters, the accommodation industry would remain
limited by incumbents’ capacity. In 2019, for example, Barcelona hosted the Mobile
World Congress precisely because Airbnb-assisted micro players allowed Barcelona’s
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housing ecosystem to — temporarily — accommodate 100,000 attendees. Thus, as micro
players can help to expand the supply when it is needed, they can contribute to attract a
new demand that can benefit generalists too. In fact, Joe Gebbia, one of Airbnb’s found-
ers, claimed that it was originally conceived as a way to complement the hotel industry
during big events and not compete with it: ‘If you have a pie chart of available accom-
modations, it’s not like we’re taking a slice out of the pie. We’re making the pie bigger.
Airbnb was able to help expand the supply to help visitors to the Olympics in London in
2012’ (Shankland, 2013).

Micro players have improved generalists’ performance in other sectors as well. Initially
catering to poverty-stricken consumers in developing nations, the rise of microfinance
and crowdfunding and the mass entry of micro players granted more funds to more en-
treprencurs. Interestingly, this development expanded demand for traditional financial
services from larger banks.!*! The World Bank estimates that more than half a billion
people and microenterprises rely on microfinance-related operations, and though the
microfinance phenomenon started as a narrow niche, it is now interconnected and ben-
efiting generalists in developed nations too.

These two predictions lead us to Hypothesis 3:

Hypothesis 3:  The entries of micro players and specialists will have asymmet-
ric effects on the performance of generalists. That s, the entry of micro players
will be associated with enhanced performance by generalists (Hypothesis 3a),
while the entry of specialists will be associated with suppressed performance
by generalists (Hypothesis 3b).

METHODS AND DATA

We developed our dataset by combining data on the entry of micro players and special-
ists from the Spanish Airbnb website (es.airbnb.com) with revenue per room data on
generalist hotels from the Spanish National Statistical Office (INE) from 2010 to 2015.
This focus is justified for several reasons. First, Airbnb enticed the entry of thousands
of micro players and specialists in Spain, and worldwide, it afforded entry to more than
7 million accommodations (Airbnb, 2020; Stoll, 2020).”! Second, Airbnb makes it easy
to distinguish between specialists that list their properties on a regular basis and micro
players that use the platform only occasionally. Third, the Spanish hospitality ecosystem
provides a rich setting: a large sector size, diverse cities, and a range of accommodation
services (Spain was the world’s third-largest tourist destination in 2015, with 68.2 million
international tourists) (UNWTO, 2016). Finally, the time span includes the first years of
Airbnb in Spain (Airbnb officially entered Spain in February 2012), which allows us to
analyse the factors that drove the entry of the first micro players and specialists onto this
platform.

The first panel dataset (Panel A) includes 4442 city-month observations of properties
rented by micro players and specialists in the top 63 tourist destinations in Spain; we used
this sample to test our first conceptual model (Figure 1). To compare the effect of entry of
micro players and specialists on generalists’ performance (our second conceptual model;
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see Figure 2), we used our Panel B dataset: 2662 city-month observations of profitability,
again from Spain’s INE.

Generalists, Specialists, and Micro Players

Usually, generalists and specialists are defined according to market share, with the few
but large generalists serving the biggest market segments and specialists focusing on all
other segments (Garroll, 1985). Market share in our dataset is captured by number of
stars accorded to a hotel. According to Spain’s INE statistics, one-star hotels represent
only 3.8 per cent of beds (59,748); two-star hotels hold 8.8 per cent (139,246); three-star
hotels account for 34.1 per cent (538,652); four-star hotels have 47.7 per cent (753,460);
and five-star hotels hold 5.6 per cent (87,815). Additional data from the Alimarket Census
of Hotels show that four-star hotels have the biggest market share and enjoy the greatest
economies of scale. Thus, in accordance with resource partitioning theory, we classified
four-star hotels as generalists. To rule out selection bias, we tested other classification
types, including combining the three- and four-star hotels and treating only the three-star
hotels as generalists. The results vary, but the general pattern remains consistent; they are
available upon request.

To differentiate between traditional specialists and micro players, we use number
of days per year a property is listed. The early literature emphasized that Airbnb fa-
cilitated the entry of very small and part-time players: ‘Airbnb is essentially an online
platform through which ordinary people rent out their spaces as accommodation for
tourists’ (Guttentag, 2015, p. 1193). However, from the beginning it was evident that
Airbnb was also enabling the entry of traditional specialists. For instance, O’Neil
and Ouyang (2016) showed that in the 12 largest US metropolitan statistical areas,
part-time hosts generated nearly 70 per cent of Airbnb revenue, but full-time oper-
ators (traditional specialists) accounted for the remaining 30 per cent. In response to
the fast growth of Airbnb, some cities have regulated the short-term rental market
(Hickey and Cookney, 2016; Li et al., 2022). In general, regulators have imposed
stricter requirements on permanent short-term renting than on part-time home shar-
ing (Guttentag, 2015), limiting the number of days per year that properties may be
rented out on a short-term basis — typically, to 90 days (e.g., in San Francisco, London,
and Berlin) (Gaub et al., 2022).

We therefore adopted the 90-day ceiling, %) classifying micro players as those listing
their properties on Airbnb for fewer than 90 days per year, and traditional specialists as
those listing their properties for more than 90 days per year; and again, for added cer-
tainty, we reran the analysis for 120 days per year and the results remained the same.

Dependent Variables

To test Hypotheses 1 and 2, we used entries of micro players and specialists as the de-
pendent variables. For each listing, the date of market entry was the day a host created
a listing on Airbnb. We then counted the number of listings in each city by month. This
count produced 48,361 unique entries in the 63 Spanish cities (2010—15), of which only
9010 (19 per cent) were available for fewer than 90 days. We classified these entities as
micro players.
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We counted the entries over a time window of six months on the Airbnb platform, and
we replicated the analysis over a time window of 12 months. To recap, micro players’ entries
is the sum of properties available for 90 days or less, first listed on Airbnb during the pre-
ceding six months, while specialists’ entries is the sum of properties available for more than
90 days, first listed on Airbnb during the same period.

To test Hypothesis 3, we measured the performance of generalists as the average
monthly revenue per room for the four-star hotels in each of the 63 cities. Because it
allows hotels to gauge their performance vis-a-vis others, revenue per room is a com-
mon performance measure in the hospitality sector (Canina et al., 2005); we obtained
this information from Spain’s INE dataset.'”) We then adjusted for inflation using the
Consumer Price Index for 2011 as the base year, and following Zervas et al. (2017), we
used the log of this variable.

Independent Variables

For the first part of our two-step study (Hypotheses 1 and 2), the independent variables
are unemployment and legitimacy. The former is the monthly unemployment rate in each
city (lagged by one period) as recorded by the Spanish Ministry of Employment and
Social Security. We measured the platform’ legitimacy of Airbnb in each of the 63 cities
as the density of the properties (i.e., logarithm of the number of properties in each city-
month), following previous research that uses organizational density as a proxy for cogni-
tive legitimacy (Dobrev and Gotsopoulos, 2010; Ruef and Scott, 1998).

Control Variables

Tor the first part of our two-step study (Hypotheses 1 and 2; Figure 1), we controlled for de-
mographic and regulatory factors that can affect entry through Airbnb (Gerwe et al., 2022):
the cuty population (log of the number of inhabitants), resident age (average age calculated across
the province), and education (years of schooling at the regional level) — all obtained from the
INE. We also controlled for the yearly number of dwellings per 100 inhabitants in each province,
collected from the Spanish Ministry of Public Works. An increase in number of dwellings
per inhabitant means greater rent capacity. In addition, to control for the size of the hotel
industry, we included the monthly number of overnight hotel stays by city (log). We also
accounted for the level of regulation by including a count of imposed restrictions, including (1)
requiring Airbnb hosts to register their dwelling; (2) demanding that Airbnb hosts collect a
tourism tax; (3) limiting renting of apartments in certain areas; (4) requiring owners to carry
liability insurance; and (5) banning cohabitation. We also controlled for the level of market
concentration. Like Fernandez and Marin (1998), we created a Herfindahl index of concentra-
tion using the number of rooms (i.e., installed capacity) for each (generalist) hotel, with data
from the Alimarket Census of Hotels. In addition, we controlled for seasonal demand variation
by using the coeflicient of variation of the overnight hotel stays in the last year, and the age
of the platform in the city by calculating the time in months since the first Airbnb property
was listed in that city. Finally, we included fixed effects by year and month as well as by city.

For our second part (Hypothesis 3, Figure 2), we included five control variables for
time-varying market conditions that can affect the hospitality ecosystem (McCann
and Vroom, 2010): market capacity, occupancy rate, service level, GDP, and entries of generalists
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and specialists. First, to control for variations in dwelling supply, we used market capacity,
calculated as the logarithm of the one-period lagged number of beds in the wider re-
gion of each city, excluding the number of beds in that city to avoid endogeneity. We
derived this variable from the Hotel Occupancy Survey published by the INE. Second,
to control for demand conditions, we included the occupancy rate in each market. We used
the average occupancy rate of the region (lagged one period), again excluding the
focal city. Third, we controlled for the level of service in the market, as entrants and incum-
bents in the hospitality ecosystem compete not only in number of beds or rooms but
also in amenities. Hotels that offer more amenities — e.g., 24-hour room service, gym,
restaurants, casino, spa, shopping, and business services — require extra personnel. Past
research has measured the service level in the hotel industry by using the staff-to-room
ratio (Boella and Goss-Turner, 2013). We operationalized it as the number of hotel
employees per 100 beds, for each month. Both controls were obtained from the Hotel
Occupancy Survey (INE). Fourth, consumer buying power and occupancy levels are
also influenced by the strength of local economies, so to control for this effect, we used
the log of the gross domestic product (GDP) per capita for each province. Finally, we
controlled for the number of entries of generalists and specialists, as they too affect market
dynamics and generalists’ performance. Using data from the Alimarket Census of
Hotels, we counted the number of newly added beds in each star category.

Longitudinal studies should use time dummy variables to control for potential con-
temporaneous correlation between the residuals of units observed in each period (Certo
and Semadenti, 2006). To control for such heterogeneity, we included year and month fixed
¢ffects. Dummy variables for each year and month control for time-varying factors, such
as seasonal and macroeconomic trends that are common across cities and should reduce
the bias of coeflicient estimates. We also controlled for city fixed effects in order to address
unobserved city characteristics such as attractiveness to tourists.

Analysis

Given that in our first step (Hypotheses 1 and 2), the dependent variables (numbers
of micro player and specialist entries) are count variables and over-dispersed, we used
negative binomial regression. 'To statistically test the difference of the coefficients of the
two independent variables on micro players’ and specialists’ entries, we jointly estimated
the two equations using seemingly unrelated estimation (SUEST in Stata). To test the
relationship between micro players’ entry and generalists’ performance (our second step;
Hypothesis 3), we used a fixed effects model. In all the analyses, we used cluster-robust
standard errors at the city level to account for autocorrelation.

RESULTS
Preliminary Results

As a prelude to our two-step study design, we ran simple t-tests, using the Airbnb data-
set with all 48,361 listings to compare micro players and specialists on various charac-
teristics. The tests confirmed that the two are distinctly different and, specifically, that
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micro players have more limited resources in comparison with specialists as they man-
age fewer properties (57 per cent of micro players manage only one property in com-
parison with 37 per cent of specialists). As Table I shows, micro players are smaller,
accommodate fewer guests, have fewer services, offer lower prices than specialists, and
co-occupy their property with their guests. Moreover, they are less experienced, as
they are less likely to be ‘superhosts’ (a coveted status on the Airbnb platform). Finally,
their level of service is also lower; as they respond to customer needs less often, they
are less likely to offer 24-hour check-in and instant book (a feature of Airbnb that
allows guests to book immediately without needing to send a request to the host), and
they receive fewer reviews.

'To validate our classification of four-star hotels as generalists, we analysed data from
the Alimarket Census of Hotels. In 2015, in the 63 Spanish top touristic cities, four-star
hotels had the biggest market share and were larger than all other hotel types, with 59
per cent of the market (1399 hotels with 254,092 rooms); three-star hotels had 27 per
cent (920 hotels with 114,931 rooms), five-star hotels 8 per cent (201 hotels with 34,508
rooms), two-star hotels 5 per cent (369 hotels with 22,996 rooms), and one-star hotels 2
per cent (171 hotels with 6538 rooms). In addition, 86 per cent of the beds of four-star
hotels belonged to hotel chains, which had on average more than 4762 rooms. Again,

Table I. The characteristics of different types of Airbnb listings

Macro players Specialists

(available less (available more

Average than 90 days) than 90 days) Difference  t-value
Property characteristics
Number of bedrooms 2.12 2.62 —-0.50 21.41%%*
Number of bathrooms 1.31 1.39 —0.07 8.65%*
Number of guests a property can 3.20 3.80 —0.60 21.50%#*

accommodate
Number of amenities (gym, pool, etc.) 10.93 11.15 -0.22 5.28%¥*
Published nightly rate 76.97 81.90 -4.93 5,19
Host characteristics
Percentage of superhosts 4.67 6.05 —1.38 5.07%*
Percentage of hosts with identified identity 52.73 56.13 -3.40 5.86%**
Percentage of hosts with only one property 57.14 37.85 19.29 33.93%k*
Service characteristics
Host response rate (%) 94.58 94.89 —-0.30 2.01%*
24-hour check-in (%) 14.61 16.42 -1.81 4.23%x
Instant book enabled (%o) 22.34 25.22 —2.88 5.72%%%
Number of reviews 11.24 19.32 —8.08 29.947#%
Number of observations 9010 39,351

"p<0.1; *p <0.05; #¥p <0.01; #¥p <0.001.
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no demarcation is perfect, but these figures support the view that the four-star hotels
represent generalists.
Table II features the means, standard deviations, and correlations for testing

Hypotheses 1 and 2 (Panel A) and Hypotheses 3a and 3b (Panel B).

Effect of Unemployment and Legitimacy on the Entry of Specialists
versus Micro Players

Table III presents the coefficients of unemployment levels and legitimacy for entries of
specialists (Model 1) and micro players (Model 2). It also presents the results after we
apply seemingly unrelated estimation (SUEST command in Stata) to assess the differ-
ence between the coefficients. Among the control variables, we find that the age of the
population, the education level, the dwellings per 100 properties, and the strictness of
the regulation affect the entry of specialists differently than the entry of micro players.
These differences in the determinants of entry are consistent with our thesis that micro
players differ from specialists.

In negative binomial regressions, the p coefficient reflects the effect that a one-unit
change in predictor X has on the difference in the log values of outcome variable Y; that
is,p=A (logYt+1 - loth) (York et al., 2018). Calculating the exponent of both sides of
the equation results in exp(f) = %, which is the incidence rate ratio (IRR), or in other
words, the relative change in the outcome variable for a one-unit change in the predictor
variable.

Model 1 in Table III shows that unemployment has a statistically insignificant effect
on the market entry of specialists (unemployment level p=—0.10, p=0.917), while plat-
form legitimacy has a significant positive effect (=0.21, p=0.000). A one-standard-
deviation (SD=2.10) increase in Airbnb’s legitimacy in the city would result in an IRR of
exp(0.21%2.10)=1.55 — a 55 per cent increase in the rate of entry of specialists. In Model
2, the impact of unemployment on the entries of micro players is positive and significant
(B=7.48, p=0.000). A one-standard-deviation increase in unemployment levels (SD=10.03)
would result in an IRR of exp(7.48*0.03)=1.25 — a 25 per cent increase in the rate of
entry of micro players. Model 2 also shows that the impact of platform legitimacy on micro
players’ entries is positive and statistically significant (3 =0.35, p=0.000). A one-standard-
deviation (SD =2.10) increase in Airbnb’s legitimacy in the city would result in an IRR of
exp(0.35%2.10)=2.08 — a 108 per cent increase in the rate of entry of micro players. The
results of the seemingly unrelated estimation (SUEST) show that there is a significant differ-
ence in the coeflicients of unemployment <X2 =12.21, p=0.001) and legitimacy (x*=2.81,
p=0.09) for entries of specialists and micro players. As these two variables affect the two
types of entries differently, these results support Hypotheses 1 and 2.

Effect of Specialists’ and Micro Players’ Entry on Generalists’ Performance

Table IV shows the effects of the entry of specialists and micro players on the perfor-
mance of generalists.

Model 2 tests the impact of the entry of micro players compared with the entry of spe-
cialists on generalist performance. It shows that the effect of entry of specialists is negative
and statistically significant ( =—0.0005; p=0.023); generalists’ revenue declines by 5 per
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Table III. Negative binomial regressions predicting the number of entries of micro players and specialists

Entries of specialist Entries of macro

rental properties players Chi-square
Intercept —37.17%%% —18.85
Population of the city (log) 0.68" 0.88 0.01
Average age of the population 0.68%** 0.06 3.95%
Education level — 1. 19k 0.20 3.44"
Dwellings per 100 inhabitants 0.22%* 0.06" 3.25"
Size of the hotel industry 0.10%#* 0.12%%* 0.09
Level of regulation —0.02% —0.07%%* 4.48*
Market concentration 0.44 0.87* 0.22
Demand variation —0.18 0.80%** 1.63
Age of the platform —0.01 —0.04 1.79
Hypothesis 1: Unemployment level —-0.10 7.48%%* 12.2]%#*
Hypothesis 2: Legitimacy (log number 0.21%%* 0.35%** 2.81"

of properties)

Year-month dummies Yes Yes
City dummies Yes Yes
N 4399 4399
Pseudo R-square 0.3486 0.416

Note: Standard errors are clustered by city.

"p<0.1; %p <0.05; ¥p < 0.01; #¥p < 0.001.

cent when 100 more specialists enter their market. In contrast, the effect of micro players®
entry 1s positive and statistically significant (B=0.0014; p=0.033); generalists’ revenue
grows by 14 per cent when 100 more micro players enter their market. These results
(and effect sizes) are consistent with Hypothesis 3, which states that the entry of micro
players is more complementary to generalists’ performance than the entry of specialists.
We tested the equality of the two regression coefficients with a linear hypothesis test. In
accord with Hypothesis 3, the effect of micro players’ entry on generalists’ performance
1s significantly different from the effect of specialists’ entry (F=4.78; p=0.033).

Robustness Checks

We conducted a series of robustness tests, including an alternate model specification to
account for potential endogeneity in the entry variables as well as changes to the indepen-
dent and dependent variables. First, a two-stage least squares (2SLS) instrumental variable
approach produced results consistent with the baseline (Appendix 1). Second, we reclas-
sified three-star hotels as generalists and also tried combining three-star and four-star
hotels. The results remained consistent. Third, we used alternative measures of the rate
of entry of micro players. When we defined micro players as those operating for fewer
than 120 days per year or when we considered a time window of one year, the results
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Table IV. Fixed-effects regression predicting the effect on generalists’ performance of the number of entries
of micro players and specialists

Model 1 Model 2
Intercept —6.41 —7.80
Market concentration 0.03 0.02
Market capacity 0.02 0.02
Occupancy rate in the market 1.46%** 1.4 7%k
Level of service in the market 0.08%#* 0.09%*
GDP per capita 0.82 0.95
Entries of generalists —0.00005 —0.00004
Entries of specialist hotels —0.00007* —0.00005
Hypothesis 3a: Entries of micro players 0.00141%*
Hypothesis 3b: Entries of specialist rental —0.00049*

properties

Year-month dummies Yes Yes
City dummies Yes Yes
Observations 2662 2662
R’ 0.5993 0.6010

Note: Standard errors are clustered by city.
P <0.1; #p <0.05; ##p <0.01; *¥p < 0.001.

were consistent with those using fewer than 90 days as the threshold and a six-month time
window. In addition, because the correlation table shows that the numbers of entries of
micro players and specialists are strongly correlated, to alleviate concern about mult-
collinearity, we reran the analyses with both variables orthogonalized; again, the results
remained robust. Finally, to understand the mechanism behind the positive relationship
between micro players and generalists’ performance, we ran additional analyses using
the occupancy level and the average daily rate as dependent variables. The results show
that the effect of micro players on generalists’ revenue is mainly driven by price increases.

DISCUSSION

In this article, we explore how digital platforms impact market evolution. We develop
and validate the theory of micro entry and revisit predictions made by resource parti-
tioning theory in the context of digital platforms. The results confirm that micro players
are a distinct category of specialists because their entry via a digital platform is driven
by high unemployment rates and platform legitimacy — conditions that do not similarly
affect the entry of specialists. In addition, the findings confirm that micro players’ entry
is quite complementary and beneficial to generalists’ performance, while the entry of
specialists decreases generalists’ performance.

This article offers several contributions to micro entry theory (Markman and
Waldron, 2014). First, as the theory does not state formal propositions, our study
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contributes to formalizing it by presenting specific hypotheses about the different
conditions that affect the entry of micro players versus specialists and the different
effects of their entry on generalists’ performance. Second, our study contributes to
validation of the theory in the context of a digital platform. Our findings confirm
that micro players (i.e., properties available occasionally, less than 90 days) that enter
the market via a generalist platform (Airbnb) are different than specialists (i.e., prop-
erties available more regularly, more than 90 days). Our descriptive analyses reveal
that micro players that entered through Airbnb were smaller and less experienced
than specialists, with lower quality and service. We confirm that the entry of micro
players via Airbnb has a positive effect on generalists’ performance as claimed by
micro entry theory (Markman and Waldron, 2014). Third, our study extends micro
entry theory by adding the role of the digital platform. Finally, our study also extends
the theory by offering more specificity about the underlying reasons that explain the
different effects of the entry of micro players and specialists on generalists’ perfor-
mance. Our results show that specialists that enter through a digital platform, such as
Airbnb, can compete directly with generalists. In our setting, the revenue per room
of four-star hotels decreased by 5 per cent when hotels faced the entry of 100 more
specialists via Airbnb. Thus, it seems that a digital platform can reduce specialists’
need for economies of scale. This will give rise to a direct competition between spe-
cialists and generalists for customers located at the centre of the market. Moreover,
our results confirm that micro players complement generalists’ offerings — four-star
hotel revenues increased by 14 per cent with the entry of 100 more micro players via
Airbnb. Although the platform’s resources could potentially also help micro players
compete against generalists, their part-time nature makes them more complementary
to generalists. Micro players’ flexibility can open temporary market niches, helping to
attract new demand that can create sudden demand spikes that can allow generalists
to raise prices.

Our study invites resource partitioning theory to recognize micro entrants as a cate-
gory that is distinct from the ‘typical’” specialists and that digital platforms have the po-
tential to change organizational populations (i.e., by facilitating the entry of both micro
players and specialists, and by allowing specialists to compete directly against generalists).
When we think systematically through this theory, it is abundantly clear that classifying
the few and rather homogeneous generalists as a distinct subpopulation is conceptually
sound. But classing the vast number of specialists as a unified subpopulation — despite
clear disparities in size, scale, identity, motivation, and capabilities — is difficult. We can-
not continue ignoring micro players, as digital platforms have facilitated their entry into
the market.

This study also addresses a recent call to generate more research that acknowl-
edges the new dynamics introduced by the emergence of digital platforms (Menz
et al., 2021). More specifically, it contributes to the literature on the factors that in-
fluence the entry of individual service providers through digital platforms (Gerwe
et al., 2022; Huang et al., 2020; Skiti et al., 2022) and also the effect of that entry
on incumbents’ performance (Li and Srinivasan, 2019; Zervas et al., 2017). First,
our results confirm that digital platforms allow the entry of heterogeneous players
(Einav et al., 2016). While the scant research about heterogeneous service providers in
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peer-to-peer markets distinguishes between non-professionals and professionals (Chen
et al., 2023), our results show that service providers can also be different based on
their part-time or full-time nature. Second, we demonstrate that the effect on incum-
bents’ performance depends on the type of entrant. To our knowledge, this is the first
study that focuses on the influence of the type of entrant (i.e., occasional vs. full-time)
as a moderator of the relationship between the entries of properties via Airbnb and
hotels’ performance.

We also contribute to the existing literature on market entry of digital platforms (Aversa
et al., 2021; Cozzolino et al., 2018; Markman et al., 2019) by shedding light on how the
heterogeneity of service providers entering the market through a digital platform influ-
ences incumbents’ disruption.

Finally, our study answers the calls made by management scholars to advance knowl-
edge accumulation by doing more ample testing and replication of existing theories
(Hambrick, 2004, 2007; Oxley et al., 2010). As the first formal test of micro entry theory,
our work contributes to clarifying the causal relationships between the drivers and out-
comes of micro entrants, which we hope will stimulate future research of micro entry
theory.

Limitations and Future Research Directions

Our distinction between micro players and specialists in our empirical context as-
sumes that the property is listed on only one platform. It seems possible that a micro
player could be present on multiple platforms — which could obfuscate our definition
of the micro player if she has fewer than 90 available days in Airbnb and another
number of available days on another platform. This was less likely in our study’s time
frame (2010—15) than nowadays, as at that time, owners had to update the content,
calendar, and rates of their listings manually in each separate platform. Also, in those
years, Airbnb specialized in urban rentals while other platforms (e.g., Homeaway;,
Wimdu, Niumba, etc.) were focused on vacation rentals (Exceltur, 2015). Future re-
search should consider how multihoming patterns can affect the distinction between
micro players and specialists.

Our study creates other opportunities for future research on micro entry theory. For
instance, as we are not comparing the entry of micro players and specialists before and
after the emergence of Airbnb, future research can test if the entry of a digital platform
encourages the entry of micro players. So, the effect of generalists’ modularity on micro
entry remains an interesting research question for the future.

Our study can also encourage more research about resource partitioning. First, re-
searchers can investigate the dynamics of temporary market niches. Resource partition-
ing theory assumes that the resource space is stable (Jia et al., 2022), but recent research
shows that the entry of specialists into the market centre can set off preference shifts
within an industry (Verhaal et al., 2017). How do the preferences in a particular industry
(e.g, hospitality, transportation, etc.) change after the entry of micro players?

Second, future research should explore the survival rates of generalists and spe-
cialists in a given industry after the entry of a digital platform. If digital platforms
erode the boundaries between generalists and specialists, will intense competition
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in the market centre further concentrate generalists, as resource partitioning theory
predicts? For instance, in the hospitality industry, should we expect a higher concen-
tration of the industry around the largest hotels and hotel chains, which will offer a
larger variety of accommodation options (rooms, apartments, villas, etc.)? How will
the intense competition affect the survival rate of specialists? According to resource
partitioning theory, the intense competition between generalists and specialists should
hurt specialists’ performance, but we might expect that affiliation with a digital plat-
form would help specialists survive.

Third, future research should investigate the generalizability of our findings to other
settings. Ior instance, how does the entry of taskers and giggers (e.g., on TaskRabbit and
Fiverr) and part-time drivers (e.g., on Uber and Lyft) influence the performance of the
largest staffing and national transportation companies, respectively? Finally, we focused
on how micro players affect the performance of generalists; it would be interesting to
understand whether, how, and under what conditions their entry influences the perfor-
mance of specialists.
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NOTES

[1] Uber managers explain the network effects in the IPO prospectus in the following terms: ‘As we grow the
number of Drivers, our market coverage improves, bringing down average wait times, which attracts more
consumers. More consumers results in an increased volume of trips and higher Driver utilization, which
attracts more Drivers and enables us to reduce fares for consumers’ (Uber, 2019, p. 152).

[2] The large size and the broad target segments of users characterize generalists’ organizations. Importantly;
as digital platforms may vary in their niche width, they can be generalists, if their width niche covers much
of the market, or specialists, if they focus on a particular niche of the market. For instance, in 2022, Airbnb
offered 6 million active listings worldwide, which included a broad range of properties (e.g., shared homes,
entire homes, apartments, villas, etc.). Thus, it can be characterized as a generalist within the population of
the short-term rental platforms. However, other digital platforms, like Homestay, are focused only on hosted
housing where the host is always present. In 2020, Homestay offered 63,000 rooms. Its smaller niche width
respect to Airbnb, allow us to characterize it as a specialist.

[3] Similarly, eBay accepts both private sellers and business sellers, and Fiverr accepts both individual free-
lancers and firms (e.g., translator firms) (Chen et al., 2023).

[4] Many generalists, including CitiGroup, Barclays, and General Electric, are now exploiting microfi-
nance opportunities, and some have even created mutual funds that invest in microfinance firms.

[5] Although Airbnb was the platform that dominated the short-term rental market in the period of our
study, there were also other digital platforms competing in Spain. For that reason, there is the possibility
that we are underestimating the number of micro players and specialists as we are not including the en-
tries via other competing platforms. We consider that our results hold if we assume that the distribution
of the entry of specialists and micro players is similar in those platforms to Airbnb. We are thankful to
the anonymous reviewer who highlighted this point.

[6] In the period from 2010 through 2015, there were no limits in Spain on the number of days that hosts
could rent their apartments on Airbnb.

[7] The Spanish National Statistics Institute does a monthly survey of all Spanish hotels to collect informa-
tion on the average daily rate (ADR), occupancy rate, and revenue per room (REVPAR) of a double
room with bathroom. This information is disclosed by city, not by individual hotel.

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

85U80|7 SUOWIWIOD BAIea1) 8|qedl|dde ay} Ag peusenob ase saolie O ‘SN Jo S9N 1oy ARIGITBUIIUO /8|1 UO (SUONIPUOD-PUR-SLLBI O™ A8 | IMA eI BUI|UO//:SANL) SUORIPUOD PUe WP | 38U} 885 *[5202/60/€0] U0 ARiqITauIUO AB|IM ‘(‘oul eAnde T) 8anopesy Aq 2862T SWOITTTT 0T/I0p/w0d" A |im AReiqijeul|uoy/sany woly papeojunmod ‘9 ‘+20z ‘98r9.9T


https://doi.org/10.13039/501100011033

2656 R. Silva and O. Gerwe
REFERENCES

Ahmadjian, C. L. and Robinson, P. (2001). ‘Safety in numbers: downsizing and the deinstitutionalization of
permanent employment in Japan’. Administratwve Science Quarterly, 46, 622—54.

Airbnb. (2020). Awrbnb Newsroom. Available at https://news.airbnb.com/about-us/ (accessed 11 July
2023).

Audretsch, D. B., Dohse, D. and Niebuhr, A. (2015). ‘Regional unemployment structure and new firm for-
mation’. Papers in Regional Science, 94, S115-S38.

Aversa, P, Huyghe, A. and Bonadio, G. (2021). ‘First impressions stick: market entry strategies and category
priming in the digital domain’. Journal of Management Studies, 58, 1721-60.

Blal, I., Singal, M. and Templin, J. (2018). ‘Airbnb’s effect on hotel sales growth’. International Journal of
Hosputality Management, 73, 85-92.

Boella, M. and Goss-Turner, S. (2013). Human Resource Management in the Hospitality Industry: A Guide to Best
Practice. Abingdon: Routledge.

Boone, C., Brocheler, V. and Carroll, G. R. (2000). ‘Custom service: application and tests of resource-
partitioning theory among Dutch auditing firms from 1896 to 1992°. Organization Studies, 21,
355-81.

Canina, L., Enz, C. A. and Harrison, J. S. (2005). ‘Agglomeration effects and strategic orientations: evidence
from the US lodging industry’. Academy of Management Journal, 48, 565-81.

Carroll, G. R. (1985). ‘Concentration and specialization: dynamics of niche width in populations of organi-
zations’. American Journal of Sociology, 90, 1262-83.

Carroll, G. R., Dobrey, S. D. and Swaminathan, A. (2002). ‘Organizational processes of resource partition-
ing’. Research in Organizational Behavior, 24, 1-40.

Carroll, G. R. and Hannan, M. T. (1995). ‘Automobile manufacturers’. In Carroll, G. R. and Hannan,
M. T. (Eds), Organizations in Industry: Strategy, Structure, and Selection. New York: Oxford University
Press, 195-214.

Carroll, G. R. and Hannan, M. T. (2004). The Demography of Corporations and Industries. Princeton, NJ: Princeton
University Press.

Certo, S. 'T. and Semadeni, M. (2006). ‘Strategy research and panel data: evidence and implications’. Journal
of Management, 32, 449-71.

Chen, L., Tong, T. W,, Tang, S. and Han, N. (2022). ‘Governance and design of digital platforms: a review
and future research directions on a meta-organization’. Journal of Management, 48, 147-84.

Chen, W., Wei, Z. and Xie, K. (2023). ‘Regulating professional players in peer-to-peer markets: evidence
from Airbnb’. Management Science, 69, 2893-918.

Cozzolino, A., Verona, G. and Rothaermel, I T (2018). ‘Unpacking the disruption process: new technology,
business models, and incumbent adaptation’. Journal of Management Studies, 55, 1166-202.

De Reuver, M., Serensen, C. and Basole, R. C. (2018). “The digital platform: a research agenda’. Journal of
Information Technology, 33, 124-35.

Desai, V. M. (2018). ‘Collaborative stakeholder engagement: an integration between theories of organiza-
tional legitimacy and learning’. Academy of Management Journal, 61, 220—44.

Dobrey, S. D. and Gotsopoulos, A. (2010). ‘Legitimacy vacuum, structural imprinting, and the first mover
disadvantage’. Academy of Management Journal, 53, 1153—74.

Dowling, J. and Pfeffer, J. (1975). ‘Organizational legitimacy: social values and organizational behavior’.
Pacific Sociological Review, 18, 122-36.

Einav, L., Farronato, C. and Levin, J. (2016). ‘Peer-to-peer markets’. Annual Review of Economics, 8, 615-35.

Exceltur. (2015). Impact-of-holiday rental-properties commercialized by P2P websites on Spanish Tourism Sector. Available
at https://www.exceltur.org/wp-content/uploads/2015/09/Impact-of-holiday-rental-properties-comer
cialized-by-P2P-websites-on-Spanish-Tourism-Sector.-ENGLISH-PRESENTATION.-Exceltur.pdf (ac-
cessed 11 July 2023).

Farronato, C. and Fradkin, A. (2022). “The welfare effects of peer entry: the case of Airbnb and the accom-
modation industry’. American Economic Review, 112, 1782-817.

Fernandez, N. and Marin, P. L. (1998). ‘Market power and multimarket contact: some evidence from the
Spanish hotel industry’. The Journal of Industrial Economics, 46, 301-15.

Folta, T. B., Delmar, F. and Wennberg, K. (2010). ‘Hybrid entrepreneurship’. Management Science, 56,
253-69.

Fosfuri, A., Giarratana, M. S. and Sebrek, S. S. (2020). ‘Resource partitioning and strategies in markets for
technology’. Strategic Organization, 18, 251-74.

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

85U80|7 SUOWIWIOD BAIea1) 8|qedl|dde ay} Ag peusenob ase saolie O ‘SN Jo S9N 1oy ARIGITBUIIUO /8|1 UO (SUONIPUOD-PUR-SLLBI O™ A8 | IMA eI BUI|UO//:SANL) SUORIPUOD PUe WP | 38U} 885 *[5202/60/€0] U0 ARiqITauIUO AB|IM ‘(‘oul eAnde T) 8anopesy Aq 2862T SWOITTTT 0T/I0p/w0d" A |im AReiqijeul|uoy/sany woly papeojunmod ‘9 ‘+20z ‘98r9.9T


https://news.airbnb.com/about-us/
https://www.exceltur.org/wp-content/uploads/2015/09/Impact-of-holiday-rental-properties-comercialized-by-P2P-websites-on-Spanish-Tourism-Sector.-ENGLISH-PRESENTATION.-Exceltur.pdf
https://www.exceltur.org/wp-content/uploads/2015/09/Impact-of-holiday-rental-properties-comercialized-by-P2P-websites-on-Spanish-Tourism-Sector.-ENGLISH-PRESENTATION.-Exceltur.pdf

Entry of micro players 2657

Fraiberger, S. P. and Sundararajan, A. (2017). Peer-to-peer rental markets in the sharing economy. NYU Stern School
of Business Research Paper.

Freeman, J. and Lomi, A. (1994). ‘Resource partitioning and foundings of banking cooperatives in Italy’. In
Baum, J. and Singh, J. (Eds), Evolutionary Dynamics of Organizations. New York: Oxford University Press,
269-93.

Garud, R., Kumaraswamy, A., Roberts, A. and Xu, L. (2022). ‘Liminal movement by digital platform-
based sharing economy ventures: the case of Uber technologies’. Strategic Management Journal, 43,
447-75.

Gaul}, P, Gensler, S., Kortenhaus, M., Riedel, N. and Schneider, A. (2022). Regulating the sharing economy: the
impact of home-sharing ordinances on commercial Airbnb activity. Available at SSRN: https://doi.org/10.2139/
ssrn.4068526

Gawer, A. (2014). ‘Bridging differing perspectives on technological platforms: toward an integrative frame-
work’. Research Policy, 43, 1239-49.

Gerwe, O., Silva, R. and Castro, J. D. (2022). ‘Entry of providers onto a sharing economy platform: macro-
level factors and social interaction’. Entrepreneurship Theory and Practice, 46, 833-56.

Godfrey, P. C. (2011). “Toward a theory of the informal economy’. Academy of Management Annals, 5,
231-77.

Greve, H. R., Pozner, J. E. and Rao, H. (2006). “Vox populi: resource partitioning, organizational prolifera-
tion, and the cultural impact of the insurgent microradio movement’. American Journal of Soctology, 112,
802-37.

Greve, H. R. and Song, S. Y. (2017). Amazon warrior: how a platform can restructure industry power and
ecology’. Advances in Strategic Management, 37, 299-335.

Guttentag, D. (2015). ‘Airbnb: disruptive innovation and the rise of an informal tourism accommodation
sector’. Current Issues in Tourism, 18, 1192-217.

Hambrick, D. C. (2004). “The disintegration of strategic management: it’s time to consolidate our gains’.
Strategic Organization, 2, 91-8.

Hambrick, D. C. (2007). “The field of management’s devotion to theory: too much of a good thing?’. Academy
of Management Journal, 50, 1346-52.

Hannan, M. T. and Carroll, G. R. (1992). Dynamics of Organizational Populations: Density, Legitimation, and
Competition. New York: Oxford University Press.

Hannan, M. T., Carroll, G. R., Dundon, E. A. and Torres, J. C. (1995). ‘Organizational evolution in a
multinational context: entries of automobile manufacturers in Belgium, Britain, France, Germany, and
Italy’. American Sociological Review, 60, 509-28.

Hannan, M. T, Polos, L. and Carroll, G. R. (2007). Logics of Organization Theory: Audiences, Codes, and Ecologies.
Princeton, NJ: Princeton University Press.

Heo, C. Y, Blal, I. and Choi, M. (2019). ‘What is happening in Paris? Airbnb, hotels, and the Parisian mar-
ket: a case study’. Tourism Management, 70, 78-88.

Hickey, S. and Cookney, F. (2016). Airbnb faces worldwide opposition. It plans a movement to rise up in its
defence. The Guardian. Available at https://www.theguardian.com/technology/2016/0ct/29/airbnb-
backlash-customers-fight-back-london (accessed 11 July 2023).

Huang, N., Burtch, G., Hong, Y. and Pavlou, P. A. (2020). ‘Unemployment and worker participation in the
glg economy: evidence from an online labor market’. Information Systems Research, 31, 431-48.

Jia, R., Lewis, D. and Negro, G. (2022). ‘Collaborations and innovation in partitioned industries: an analysis
of U.S. feature film coproductions’. Organization Science, 34, 828-50.

Jiang, B. and Tian, L. (2018). ‘Collaborative consumption: strategic and economic implications of product
sharing’. Management Science, 64, 1171-88.

Johnson, P. and Parker, S. (1996). ‘Spatial variations in the determinants and effects of firm births and
deaths’. Regional Studies, 30, 679-88.

Kalmi, P. (2013). ‘Catching a wave: the formation of co-operatives in Finnish regions’. Small Business
Fconomics, 41, 295-313.

Ketchen, D. J., Jr, Ireland, R. D. and Webb, J. W. (2014). “Toward a research agenda for the informal
economy: a survey of the Strategic Entrepreneurship Journal’s Editorial Board’. Strategic Entrepreneurship
Journal, 8, 95-100.

Kyprianou, C. (2018). ‘Creating value from the outside in or the inside out: how nascent intermediaries build
peer-to-peer marketplaces’. Academy of Management Discoveries, 4, 336-70.

Lehdonvirta, V., Kissi, O., Hjorth, 1., Barnard, H. and Graham, M. (2019). “The global platform econ-
omy: a new offshoring institution enabling emerging-economy micro players’. Journal of Management, 45,
567-99.

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

85U80|7 SUOWIWIOD BAIea1) 8|qedl|dde ay} Ag peusenob ase saolie O ‘SN Jo S9N 1oy ARIGITBUIIUO /8|1 UO (SUONIPUOD-PUR-SLLBI O™ A8 | IMA eI BUI|UO//:SANL) SUORIPUOD PUe WP | 38U} 885 *[5202/60/€0] U0 ARiqITauIUO AB|IM ‘(‘oul eAnde T) 8anopesy Aq 2862T SWOITTTT 0T/I0p/w0d" A |im AReiqijeul|uoy/sany woly papeojunmod ‘9 ‘+20z ‘98r9.9T


https://doi.org/10.2139/ssrn.4068526
https://doi.org/10.2139/ssrn.4068526
https://www.theguardian.com/technology/2016/oct/29/airbnb-backlash-customers-fight-back-london
https://www.theguardian.com/technology/2016/oct/29/airbnb-backlash-customers-fight-back-london

2658 R. Silva and O. Gerwe

Li, H., Kim, Y. and Srinivasan, K. (2022). ‘Market shifts in the sharing economy: the impact of airbnb on
housing rentals’. Management Science, 68, 8015—44.

Li, H. and Srinivasan, K. (2019). ‘Competitive dynamics in the sharing economy: an analysis in the context
of Airbnb and hotels’. Marketing Science, 38, 365-91.

Liu, M. and Wezel, I! C. (2015). ‘David against Goliath? Collective identities and the market success of pe-
ripheral organizations during resource partitioning’. Organization Science, 26, 293-309.

Lomi, A. (1995). “The population ecology of organizational founding: location dependence and unobserved
heterogeneity’. Administrative Science Quarterly, 40, 111-44.

Luoma, J., Falk, T., Totzek, D., Tikkanen, H. and Mrozek, A. (2018). ‘Big splash, no waves? Cognitive mech-
anisms driving incumbent firms’ responses to low-price market entry strategies’. Strategic Management
Journal, 39, 1388-410.

Markman, G. D., Gianiodis, P, Tyge Payne, G., Tucci, C., Filatotchey, L., Kotha, R. and Gedajlovic, E. (2019).
“The who, where, what, how and when of market entry’. Journal of Management Studzes, 56, 1241-59.

Markman, G. D., Lieberman, M., Leiblein, M., Wei, L. Q. and Wang, Y. (2021). “The distinctive domain of
the sharing economy: implications for value creation, research & theory’. Journal of Management Studies,
58, 927-48.

Markman, G. D. and Waldron, T. L. (2014). ‘Small entrants and large incumbents: a framework of micro
entry’. Academy of Management Perspectives, 28, 179-97.

McCann, B. T. and Vroom, G. (2010). ‘Pricing response to entry and agglomeration effects’. Strategic
Management Journal, 31, 284—305.

Mclntyre, D. P. and Srinivasan, A. (2017). ‘Networks, platforms, and strategy: emerging views and next
steps’. Strategic Management Journal, 38, 141-60.

Menz, M., Kunisch, S., Birkinshaw, J., Collis, D. J., Foss, N. J., Hoskisson, R. E. and Prescott, J. E. (2021).
‘Corporate strategy and the theory of the firm in the digital age’. Journal of Management Studies, 58, 1695-720.

Mezias, J. M. and Mezias, S. J. (2000). ‘Resource partitioning, the founding of specialist firms, and innova-
tion: the American feature film industry, 1912-1929°. Organization Science, 11, 306-22.

Murray, M. P. (2006). ‘Avoiding invalid instruments and coping with weak instruments’. Journal of Economic
Perspectives, 20, 111-32.

O’Neil, J. W. and Ouyang, Y. (2016). From air mattresses to unregulated business: an analysis of the other side of Airbnb.
Pennsylvania: School of Hospitality Management.

Oxley, J. E., Rivkin, J. W. and Ryall, M. D. (2010). “The strategy research initiative: recognizing and encour-
aging high-quality research in strategy’. Strategic Organization, 8, 377-86.

Phung, K., Buchanan, S., Toubiana, M., Ruebottom, T. and Turchick-Hakak, L. (2021). ‘When stigma
doesn’t transfer: stigma deflection and occupational stratification in the sharing economy’. Journal of
Management Studies, 58, 1107-39.

Ranchordas, S. (2017). ‘Peers or professionals: the P2P economy and competition law’. Furopean Competition
and Regulatory Law Review, 1, 320-33.

Rao, H. (2000). ““Tests tell”: constitutive legitimacy and consumer acceptance of the automobile: 1895~
1912°. In Ingram, P and Silverman, B. S. (Eds), The New Institutionalism in Strategic Management.
Amsterdam: Emerald Group Publishing Limited, 307-35.

Ruef, M. and Scott, W. R. (1998). ‘A multidimensional model of organizational legitimacy: hospital survival
in changing institutional environments’. Administrative Science Quarterly, 43, 877-904.

Shankland, S. (2013). Airbnb Founder: Banning Private Rentals as Silly as Banning Cars. CNET. Available at http://
news.cnet.com/8301-1023_3-57587754-93/airbnb-founder-banningprivate-rentals-as-silly-as-banning-
cars/ (accessed 11 July 2023).

Sikavica, K. and Pozner, J. E. (2013). ‘Paradise sold: resource partitioning and the organic movement in the
US farming industry’. Organization Studies, 34, 623-51.

Skiti, T., Luo, X. and Lin, Z. (2022). “‘When more is less: quality and variety trade-off in sharing economy
platforms’. Journal of Management Studies, 59, 1817-38.

Staiger, D. and Stock, J. H. (1997). ‘Instrumental variables regression with weak instruments’. Econometrica,
65, 557-86.

Stoll, J. D. (2020). Aurbnb defied the odds of startup success. How will it survwve a pandemic? Available at https://www.
wsj.com/articles/airbnb-defied-the-odds-of-startup-success-how-will-it-survive-a-pandemic-11587
135820 (accessed 11 July 2023).

Storey, D. J. (1991). “The birth of new firms — does unemployment matter? A review of the evidence’. Small
Business Fconomics, 3, 167-78.

Suchman, M. C. (1995). ‘Managing legitimacy: strategic and institutional approaches’. Academy of Management
Review, 20, 571-610.

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

85U80|7 SUOWIWIOD BAIea1) 8|qedl|dde ay} Ag peusenob ase saolie O ‘SN Jo S9N 1oy ARIGITBUIIUO /8|1 UO (SUONIPUOD-PUR-SLLBI O™ A8 | IMA eI BUI|UO//:SANL) SUORIPUOD PUe WP | 38U} 885 *[5202/60/€0] U0 ARiqITauIUO AB|IM ‘(‘oul eAnde T) 8anopesy Aq 2862T SWOITTTT 0T/I0p/w0d" A |im AReiqijeul|uoy/sany woly papeojunmod ‘9 ‘+20z ‘98r9.9T


http://news.cnet.com/8301-1023_3-57587754-93/airbnb-founder-banningprivate-rentals-as-silly-as-banning-cars/
http://news.cnet.com/8301-1023_3-57587754-93/airbnb-founder-banningprivate-rentals-as-silly-as-banning-cars/
http://news.cnet.com/8301-1023_3-57587754-93/airbnb-founder-banningprivate-rentals-as-silly-as-banning-cars/
https://www.wsj.com/articles/airbnb-defied-the-odds-of-startup-success-how-will-it-survive-a-pandemic-11587135820
https://www.wsj.com/articles/airbnb-defied-the-odds-of-startup-success-how-will-it-survive-a-pandemic-11587135820
https://www.wsj.com/articles/airbnb-defied-the-odds-of-startup-success-how-will-it-survive-a-pandemic-11587135820

Entry of micro players 2659

Suddaby, R. and Greenwood, R. (2005). ‘Rhetorical strategies of legitimacy’. Administrative Science Quarterly,
50, 35-67.

Swaminathan, A. (1995). “The proliferation of specialist organizations in the American wine industry, 1941
1990°. Administratve Science Quarlerly, 40, 653-80.

Swaminathan, A. and Carroll, G. R. (1995). ‘Beer brewers’. In Carroll, G. R. and Hannan, M. T. (Eds),
Organizations in Industry. Oxford: Oxford University Press, 223-43.

Taeuscher, K., Bouncken, R. and Pesch, R. (2021). ‘Gaining legitimacy by being different: optimal distinc-
tiveness in crowdfunding platforms’. Academy of Management Journal, 64, 149-79.

Tangpong, C., Abebe, M. and Li, Z. (2015). ‘A temporal approach to retrenchment and successful turn-
around in declining firms’. Journal of Management Studies, 52, 647-77.

Uber. (2019). IPO Prospectus. Available at https://d18rnOp25nwr6d.cloudfront.net/ CIK-0001543151/8eace
3a3-49f4-46¢cb-b36a-6fcSbal6c77a.pdf (accessed 11 July 2023).

UNWTO. (2016). Tourism Highlights https://doi.org/10.18111/9789284418145 (accessed 11 July 2023).

UNWTO (2020). ‘UNWTO world tourism barometer and statistical annex, December 2020 | World
Tourism Organization’. UNWTO World Tourism Barometer, 18, 1-36.

Verhaal, J. C., Hoskins, J. D. and Lundmark, L. W. (2017). ‘Little fish in a big pond: legitimacy transfer,
authenticity, and factors of peripheral firm entry and growth in the market center’. Strategic Management
Journal, 38, 2532-52.

Ward, J. W., Michalek, J. J., Azevedo, I. L., Samaras, C. and Ferreira, P. (2019). ‘Effects of on-demand ride-
sourcing on vehicle ownership, fuel consumption, vehicle miles traveled, and emissions per capita in US
states’. Transportation Research Part C: Emerging Technologies, 108, 289-301.

Wooldridge, J. M. (2010). Econometric Analysis of Cross Section and Panel Data. Cambridge, MA: MIT Press.

Wu, W. P, (2008). ‘Dimensions of social capital and firm competitiveness improvement: the mediating role
of information sharing’. Journal of Management Studies, 45, 122—46.

Xie, K., Heo, C. Y. and Mao, Z. E. (2021). ‘Do professional hosts matter? Evidence from multi-listing and
full-time hosts in Airbnb’. Journal of Hospitality and Tourism Management, 47, 413-21.

Xu, D., Lu, J. W. and Gu, Q. (2014). ‘Organizational forms and multi-population dynamics: economic tran-
sition in China’. Administrative Science Quarterly, 59, 517-47.

York, J. G., Vedula, S. and Lenox, M. J. (2018). ‘It’s not easy building green: the impact of public policy, private
actors, and regional logics on voluntary standards adoption’. Academy of Management Journal, 61, 1492-523.

Zervas, G., Proserpio, D. and Byers, J. W. (2017). “The rise of the sharing economy: estimating the impact of
Airbnb on the hotel industry’. Journal of Marketing Research, 54, 687—705.

APPENDIX 1

We acknowledge that the entry of micro players, specialists, and generalists can be potentially endogenous,
as all can affect the performance of generalists, whose high performance may entice more entry by micro
players and specialists. For that reason, we used two-stage least squares (2SLS) instrumental variable
regressions as a robustness test. Valid instruments should be strongly related to the endogenous variables but
unrelated or weakly related to the dependent variable (Murray, 2006). As instruments, we used three legal
restrictions on rental properties at the regional level: laws (1) requiring civil liability insurance; (2) requiring
Airbnb hosts to register the tourist dwelling on a regional listing; and (3) prohibiting renting apartments in
some areas. Each of the instrumental variables can take a value of zero or one. We also used internet access
(the region’s percentage of main dwellings that have access to the internet).

We included as endogenous variables the entries of not only micro players and specialist rental properties
but also hotels (using a variable that sums the entries of generalist and specialist hotels). The F-statistic for the
instrumental relevance test was above 10 (the threshold set by Staiger and Stock, 1997) for the entries of micro
players (F'=20.15), specialist rental properties (F=22.52), and hotels (F'=12.74), indicating that our instru-
ments were relevant predictors of these three variables. In addition, as our model included more instruments
than potentially endogenous variables, we were able to test for instrument exogeneity (Wooldridge, 2010), a
procedure in which a significant statistic means that the instruments are invalid. Wooldridge’s robust score
test of over-identifying restrictions failed to reject the null hypothesis that our instruments are valid (i.e.,
the instruments are uncorrelated with the error term and correctly excluded for the estimated equation)
(x*=0.111, p=0.7390). Thus, the tests confirmed that the instruments were relevant and valid. Supporting
this conclusion, four instrumental variables were statistically significant in all first-stage models (Table Al).
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Table AL Effect of entry of micro players on generalists’ performance: two-stage least squares (2SLS) results,

first stage

Entries of Entries of specialist Entries of mucro

hotels rental properties players

Model 1 Model 2 Model 3
Intercept —1223.09 —7669.11%%* —1607.33%**
Market concentration 188.34* —27.51 -11.18
Market capacity -7.53 29.51%% 5.90"
Occupancy rate in the market 129.57 85.84" 15
Level of service in the market -2.8 —0.15 -0.49
GDP per capita 199.71 801.52%%* 172.54%%
Insurance 49.48 —261.71%%* —75.19%%*
Registration of tourist dwelling —67.07 369.07%%* 112.01%%*
Prohibition to rent apartments in 104.82%* —320.90%** —104.98%**

some zones

Internet access —8.76%* —9.65%x* —2.88%xk
Year-month dummies Yes Yes Yes
City dummies Yes Yes Yes
N 2662 2662 2662
R? 0.6044 0.7238 0.6932
F 12.74 22.52 20.15

Note: Robust standard errors.

P <0.1; #p <0.05; *#p <0.01; *¥p < 0.001.

Table AII replicated the analyses of Table IV using two-stage least squares regression. Model 1 shows a
positive and significant coefficient for the entries of micro players and a negative and significant coefficient

for the entries of specialist rental properties. The result provides additional support for Hypothesis 3, giving

us additional confidence in the robustness of our results.
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Table AIL Two-stage least squares (2SLS) regression predicting the effect on generalists’ performance of the
number of entries of micro players: results, second stage

Model 1
Intercept —26.58%%*
Market concentration —0.21
Market capacity 0.14*
Occupancy rate in the market 1.64%*
Level of service in the market 0.1 1%
GDP per capita 2.7 5%
Entries of generalist and specialist hotels 0.00
Entries of micro players 0.04#*
Entries of specialist rental properties —0.01%**
Year-month dummies Yes
City dummies Yes
N 2662
e 0.111
p-value 0.739

Note: Robust standard errors.

P <0.1; %¥p <0.05; #p <0.01; ¥¥p < 0.001.
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