


































































































5 Conclusion

A growing body of work has suggested that manufacturing rms learn about their export
pro tability through exporting. This paper adds to that literature by considering a new
type of product. Motion picture distributors only release a movie once in any destination
country, and thus have limited scope for intra-market learning. Furthermore, potentially
large idiosyncratic di erences in taste across markets mean inferences from observed
performance must be far from perfect. Nonetheless, the results of this study suggest that
distributors do adjust their entry strategies based on prior-market performance, adding
markets after surprise successes and limiting further distribution after disappointments.

The correlation between past surprises and entry decisions could be due to omitted
movie attributes in the initial forecasts. Movies with positive unobserved attributes
will both perform better than expected (by the econometrician) and subsequently enter
more foreign markets. Robustness checks suggest this is likely a factor, but unrealized
surprises’ e ect on entry decisions is just one-sixth the size of past surprises, leading to
the conclusion that learning is indeed taking place.

One limitation of this study is that the information value of delaying entry is not
explicitly modeled, nor accounted for in the empirics. Prior theoretical work has modeled
this option value, but these studies have relied on other simpli cations to make modelling
trackable. Simpli cations include limiting the analysis to two countries (Albornoz et al.,
2010), limiting uncertainty to a binary distribution ( Akhmetova, 2010), or restricting the
correlation of demand between countries to be equal across country-pairs (Nguyen, 2012).
Indirect evidence of strategic delay is found in the present study by inspecting the e ect
of prior distribution variance on entry decisions. Risk-neutral rms prefer high variance if
entry is made myopically because their losses are capped at the cost of entry but there is
no bound on the up side. However, if rms use entry to learn about demand in potential

future destinations, lower variances provide a higher information value. Empirical results
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suggest the latter e ect to be at work.

As rms move toward a simultaneous release strategy to combat international piracy,
they lose the ability to use the information from prior markets. Thus, rms face a trade-
0 between foregone revenues to illegal consumption if they delay foreign entry on the one
hand, and potentially loss-making foreign entries if they enter all markets simultaneously
on the other hand. Firm behavior is consistent with this trade-o : big-budget movies
which are likely to draw higher box-o ce returns are much more likely to enter foreign
markets simultaneously than smaller-budget movies that could be on the cusp of the

break-even point.
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