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		Abstract

		Firms that have failed to meet the performance expectations of investors must seek new ways of creating value or face the loss of financial support. Using resource-based arguments, we find that valuable and difficult-to-imitate strategies that recombine the firm's existing stock of resources to create new products, processes, or technologies have a positive effect on organizational recovery as measured by investors' expectations. Similarly, acquiring new resources through mergers or acquisitions also has positive effects on investors' expectations. In contrast, valuable and difficult-to-imitate strategies that provide the firm with access to new resources through alliances or joint ventures, do not affect investors' expectations of performance. We also find that taking actions that are not valuable and difficult-to-imitate either have no effect on performance or may lead to further performance declines. Lastly, our results show that valuable and difficult-to-imitate strategic actions that use existing resources in new ways contribute the most to organizational recovery. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Value creation, resource-based view, growth strategies, investor expectations, organizational recovery

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Morrow,  J.L. and Sirmon,  David G. and Hitt,  Michael A. and Holcomb,  Tim R., Creating Value in the Face of Declining Performance: Firm Strategies and Organizational Recovery (December 17, 2008). Strategic Management Journal, Vol. 28, No. 3, pp. 271-283, 2007,  Available at SSRN: https://ssrn.com/abstract=1317475
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						J.L. Morrow

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				Birmingham-Southern College 

			

			
			
				
				
				
					900 Arkadelphia Road
Birmingham, AL  35254
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						David G. Sirmon

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Texas A&M University]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Texas A&M University  ( email )

			

			
			
				
				
				
					430 Wehner
College Station, TX  77843-4218
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Michael A. Hitt

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Texas A&M University - Department of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Texas A&M University - Department of Management  ( email )

			

			
			
				
				
				
					430 Wehner
College Station, TX  77843-4218
United States
979-458-3393 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Texas Christian University  ( email )

			

			
			
				
				
				
					Fort Worth, TX  76129
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Tim R. Holcomb (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Miami University  ( email )

			

			
			
				
				
				
					Farmer School of Business
800 E. High Street, 2075 FSB / MSC1148
Oxford, OH Ohio 45056
United States
5135293665 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://fsb.miamioh.edu/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      289

			

		
		
		
			Abstract Views

			    2,752

		

		
		 
		
			Rank

			  193,260

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       52 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Managing Resources: Linking Unique Resources, Management and Wealth Creation in Family Firms

                        
                            By
                                
                                
                                    
                                    David G. Sirmon
                                     and 
                                
                                    
                                    Michael A. Hitt
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Managing Firm Resources in Dynamic Environments to Create Value: Looking Inside the Black Box

                        
                            By
                                
                                
                                    
                                    David G. Sirmon, 
                                    
                                
                                    
                                    Michael A. Hitt, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        When Competitive Advantage Doesn't Lead to Performance: The Resource-Based View and Stakeholder Bargaining Power

                        
                            By
                                
                                
                                    
                                    Russell Wayne Coff
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            A Model of Strategic Entrepreneurship: The Construct and its Dimensions

                            
                                By
                                    
                                    
                                        
                                        R. Duane Ireland, 
                                        
                                    
                                        
                                        Michael A. Hitt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Knowledge Search in International Cooperative Ventures

                            
                                By
                                    
                                    
                                        
                                        Oded Shenkar
                                         and 
                                    
                                        
                                        Jiatao Li
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Resource Management in Dyadic Competitive Rivalry: The Effects of Resource Bundling and Deployment

                            
                                By
                                    
                                    
                                        
                                        David G. Sirmon, 
                                        
                                    
                                        
                                        Steve Gove, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Toward a Model of Strategic Outsourcing

                            
                                By
                                    
                                    
                                        
                                        Tim R. Holcomb
                                         and 
                                    
                                        
                                        Michael A. Hitt
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Making the Most of What You've Got: Managerial Ability as a Source of Resource Value Creation

                            
                                By
                                    
                                    
                                        
                                        Tim R. Holcomb, 
                                        
                                    
                                        
                                        R. Michael Holmes, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.118 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

