Workshop on Empirical Research in Operations Management

November 12-13, 2009
Venue:


The Wharton School, University of Pennsylvania
3730 Walnut St.
Philadelphia, PA 19104

University of Pennsylvania Campus Map
Directions to Campus
	Activity
	Location

	Thursday Lunch and Sessions, 12:00-6:30pm
	SHDH basement and 1st floor, 1206

	Thursday Dinner
	TBA

	Friday Breakfast, 7:30-8:30am
	Jon M Huntsman Hall, 2nd  floor near cafeteria

	Friday Sessions, 8:30am-11:40am
	Jon M Huntsman Hall, 2nd  floor, 240

	Friday Lunch
	Jon M Huntsman Hall, 2nd floor near cafeteria.


Hotel Information:

Courtyard by Marriott (http://www.marriott.com/hotels/travel/phldc-courtyard-philadelphia-downtown)  Phone #: 1-888-887-8130
Sheraton University City (http://www.philadelphiasheraton.com)  Phone #: 1-866-484-5552
Inn at Penn (http://www.theinnatpenn.com) 

Phone #: 1-215-222-4600

The Inn at Penn and the Sheraton are within a 5 minute walk from Wharton. The Courtyard is in Center City Philadelphia – a 30 minute walk (5 minute cab ride) to Campus. There are many other hotels downtown. Please make your own hotel reservations according to your preferences and budgets.
Contacts:

Kim Watford (watfordk@wharton.upenn.edu)
Vishal Gaur (vg77@cornell.edu )
Taylor Randall (acttr@business.utah.edu)
Christian Terwiesch (terwiesch@wharton.upenn.edu) 

Marcelo Olivares (molivares@columbia.edu)
Sponsors:

OPIM Department, The Wharton School, Univ of Pennsylvania.
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Map:

Program

Each speaker will have 30 minutes to present his/her paper. Each discussant will have 20 minutes for making comments on the assigned papers as well as managing discussion and questions. Computer & projection equipment will be provided. Presenters may upload their presentation files to the computer in the classroom prior to the start of their sessions.

Thursday, November 12, 2009: All sessions are in SHDH 1st Floor, Room 1206.
Food is provided at the Stock Exchange (also in SHDH).
	12-1:00pm
	Informal Lunch                           

	1:00pm
	Workshop Opening                          

	Session I (80 minutes): Performance Measuring

	1:30-2:00pm
	Paper 1: Aleda Roth

	2:00-2:30pm
	Paper 2: Saravanan Kesavan

	2:30-2:50pm
	Discussant + Group Discussion
TBD

	Coffee Break (20 minutes)

	Session II (80 minutes): Inventory

	3:10-3:40pm
	Paper 3: S. (Raj) Rajagopalan

	3:40-4:10pm
	Paper 4: Richard Lai

	4:10-4:30pm
	Discussant + Group Discussion
TBD

	Coffee Break (30 minutes)

	Session III (80 minutes): Green Operations / Service Operations

	5:00-5:30
	Paper 5: Suresh Muthulingam

	5:30-6:00
	Paper 6: Margaret Pierson

	6:00-6:20pm
	Discussant + Group Discussion

TBD 

	Workshop Dinner: Location TBA


Program (continued)
Friday, November 13, 2009: All sessions are in JMHH, 2nd floor, room 240.
Meals are in the MBA café (around the corner from the class room)

	7:30-8:30am
	Light Breakfast                           

	Session IV (80 minutes): Procurement

	8:30-9:00am
	Paper 7: Gabriel Weintraub

	9:00-9:30am
	Paper 8: Serguei Netessine

	9:30-9:50am
	Discussant + Group Discussion
TBD

	Coffee Break (30 minutes)

	Session V (80 minutes): Workforce management

	10:20-10:50am
	Paper 9: Itir Karaesmen

	10:50-11:20am
	Paper 10: Dennis Campbell

	11:20-11:40am
	Discussant + Group Discussion
TBD

	11:40am-12
	Lunch Pickup

	12-1:00pm
	Group discussion: “Teaching Empirical Research”

	


Session titles


Session I: Performance measures
Paper 1: Aleda Roth

Aleda Roth, John Gray, Jeff Shockley, Robin Weng, "The Use of Secondary Source Data for Measuring Performance in Operations Management Research."

Secondary data sources are invaluable resources for spurring the growth of the second generation of empirical science in operations management (OM), as attested by their rise in published work over the past several years. Researchers utilizing secondary data are, by definition, exploiting data which was not collected specifically for the research question under study. In this paper, we offer a summary of the advantages and shortcomings of using secondary source data in order to provide a road map for improving its use in scholarly OM empirical research. In doing so, we offer a critical review of secondary data measures that have been used to evaluate performance in the extant OM literature from 1990-2008, covering five top-tier OM journals. In addition, we discuss the most frequently used sources of secondary operational performance data, and also highlight rich data sources that have not yet utilized in published OM work. Further, we present a conceptual typology of secondary data types and sources. Finally, we provide several suggestions for researchers embarking on empirical research using secondary data. Our objective is to provide guidance to OM researchers who are conducting or considering conducting research using secondary source data.
Paper 2: Saravan Kesavan

Saravanan Kesavan, Vidya Mani, "Can stock market infer inventory management performance from inventory levels: An application to earnings forecasting."

Retailers spend millions of dollars to manage their inventory. In this paper, we investigate if stock market can infer the inventory management performance of retailers. We do so by studying equity analysts’ earnings forecasts to determine if those forecasts incorporate information contained in inventory levels reported in balance sheets. We find their earnings forecasts to be optimistic for retailers with abnormally high inventory and pessimistic for retailers with abnormally low inventory relative to retailers who carry normal levels of inventory; this suggests that the stock market has difficulty in inferring inventory management performance. Further, we provide a method to improve analysts’ earnings forecasts by predicting retailers where their forecasts would be biased and correcting these biases using our estimates. Forecasts thus obtained were found to be 13% more accurate than the underlying analysts’ forecasts, on an average. Finally, we find that biases in analysts’ forecasts may be driven by bias in management guidance as well as carry over effects of analysts’ bias in their sales forecasts.”
Session II: Inventory
Paper 3: S. (Raj) Rajagopalan

S. Rajagopalan, "Factors Driving Inventory Levels at US Retailers."

Over the past five decades, numerous analytical models have been developed to determine optimal inventory levels to be carried by a retailer, distributor or manufacturer. These models predict that inventories carried by a retailer should be a function of the product variety carried by the retailer, economies of scale, profit margin, etc. But little is known about whether the impact of these factors on aggregate inventories is significant. This is important because managers in the real world have to consider many factors in making inventory and replenishment decisions, not all of which are reflected in any analytical inventory model. This study empirically explores the relative influence of the fundamental factors identified in the inventory literature on inventories carried by US retailers using data obtained from both primary and secondary sources. We find that gross margin, variety as measured by the number of SKUs carried by a retailer, sales, number of stores, and demand fluctuations are highly significant in explaining retailer inventories. In fact, they explain a substantial fraction of the variance in inventory levels. We do not find number of warehouses, square footage and cost of capital to be significant in explaining inventory levels.
Paper 4: Richard Lai

Richard Lai, Sean Xu, Kevin Zhu, "Does Information Technology Reduce Inventory? New Evidence Using Instrumental Variables to Address Endogeneity."

This study looks at whether IT reduces inventory.  Theories emphasize that IT can mitigate information distortion while enabling firm growth, leading to a relationship with inventory that is theoretically ambiguous. The empirical literature, although generally showing that IT reduces inventory, raises several estimation issues—possible endogeneity, omitted complementarity, and omitted variables.  To resolve these issues, we use data of 1,052 firms over 6 years and employ novel instrumental variables to address possible endogeneity, various IT measures to account for omitted complementarity bias, and recently reported controls to account for omitted variable bias.  Our results, surprisingly, run counter to the current consensus in the empirical literature: we find no evidence that IT has an observable effect on inventory.  We further probe moderators and mediators of the IT-inventory relationship.  We find that the aggregate IT effect on inventory masks two contrasting roles that IT plays.  The first one is to reduce information distortion: the further up a supply chain where distortion is the greatest, the more IT reduces inventory.  The second is a mediating role: IT facilitates growth, which in turn increases inventory. These findings shed light on the pathway from IT to inventory performance.
Session III: Green Operations/ Service Operations
Paper 5: Suresh Muthulingam
Charles Corbett, Suresh Muthulingam, "An Empirical Investigation of the Depth of Adoption of the LEED Green Building Standards."

We examine the depth of adoption of the voluntary LEED (Leadership in Energy and Environmental Design) standards for green buildings. Depth of adoption refers to the extent to which the buildings adopt practices related to the standard. The LEED standard is based on a point system where buildings are awarded different certification levels based on the number of points they achieve. We use a database of 721 buildings certified to the LEED standard to investigate four issues related to the depth of adoption. First, we find that depth of adoption is influenced by the various certification levels (certified, silver, gold, platinum) incorporated into the LEED standards. In the distribution of points achieved by buildings, this results in large ―spikes‖ at the cutoffs for the various certification levels. Second, we find that the depth of adoption of the LEED standard increases over time as the standard becomes more widely accepted. Third, we find that among organizations that adopt the LEED standard, nonprofit organizations adopt it more deeply than other types of organizations. Finally, we find that deeper adoption is associated with longer project completion times, consistent with the greater complexity involved. Our study contributes to the literature by highlighting that the structure of a standard can influence depth of adoption, that depth of adoption can evolve over time, and that depth of adoption is influenced by organization type. We draw implications for the design and future development of similar voluntary standards.
Paper 6: Margaret Pierson
Gad Allon, Awi Federgruen, Margaret Pierson, "Does it pay to reduce your customers' wait? An empirical industrial organization study of the fast-food drive-thru industry based on structural estimation methods." In many service industries, companies compete with each other on the basis of the waiting time their customers’ experience, along with other strategic instruments such as the price they charge for their service. The objective of this paper is to conduct, what we believe to be the first, empirical study of an important industry to test whether and to what extent waiting time performance measures impact different firms’ market shares and price decisions.We report on a large scale empirical industrial organization study in which the demand equations for fast-food drive-thru restaurants in Cook County are estimated based on so-called structural estimation methods. Our results confirm the belief expressed by industry experts, that in the fast-food drive-thru industry customers trade off price and waiting time. More interestingly, our estimates indicate that consumers attribute a very high cost to the time they spend waiting.
Session IV. Procurement

Paper 7: Serguei Netessine

Jose Guajardo, Morris Cohen, Sang Kim, Serguei Netessine, "Impact of Performance-Based Contracting on Product Reliability: An Empirical Analysis."

Using a proprietary dataset provided by a major manufacturer of aircraft engines, we empirically investigate the impact of incentives present in after-sales repair and maintenance support contracts on product reliability. In particular, we compare the reliability of products under time and material (T&M) contracts, which have been used traditionally in the airline industry, with the reliability under performance-based contracts (PBC), which are gaining wide acceptance. We discover that there is inherent endogeneity in contract choices by the customers. To account for this endogeneity, we estimate a two-stage econometric model, and find that larger customers and users of certain equipment types are more likely to select PBC over T&M contracts. After controlling for this selection process, we find evidence for the positive and significant effect of performance incentives created by PBC on product reliability. Our estimates indicate an improvement of product reliability in the 10-25% range under PBC, compared to the reliability observed under T&M contracts. This finding is robust to numerous alternative specifications, modeling assumptions and estimation methods. Thus our research provides a valuable input into the ongoing policy debate about the effectiveness of performance contracts which are currently being introduced extensively in both the government and the private sectors.
Paper 8: Gabriel Weintraub

Marcelo Olivares, Gabriel Weintraub, Rafael Epstein, Daniel Yung, "Empirical Analysis of a Procurement Combinatorial Auction."
In this paper we conduct an empirical investigation of a unique data set on bidding data in a large-scale combinatorial auction (CA); the Chilean auction for school meals in which the government procures half a billion dollars worth of meal services every year. We develop an estimation strategy to identify features of the firms' cost structure and their strategic behavior, and use this information to suggest improvements to the auction design. In particular, our results shed light on two fundamental aspects of the design of a CA: (1) which packages should bidders be allowed to bid on; and (2) the trade-off between cost efficiency and diversification of the supplier base. More broadly, our work provides a step forward on understanding bidders' behavior in CAs.
Session V: Workforce Management
Paper 9: Itir Karaesmen
Wedad Elmaghraby, Wolfgang Jank, Itir Z. Karaesmen, Shu Zhang, "Sales Force Behavior, Pricing Information and Pricing Decisions."

It is common for business-to-business (B2B) companies to delegate pricing decisions to their sales people. While effectiveness of delegated decisions is questionable, there is evidence that providing pricing information to sales people while giving them pricing authority can be beneficial. In this paper, we investigate how sales people make pricing decisions in the presence of price recommendations. Using transactional data from a grocery products distributor, we build a mental model for the sales people where the model involves cost-related, customer-related, and product-related factors as well as price recommendations. A two-stage regression analysis and model selection is used in developing the mental model. Our analysis shows that price recommendation influences pricing decisions, and this influence is most visible in the presence of no or small changes in costs. Our analysis is a first step in understanding a pricing process where sales people interact with a decision support tool that provides price recommendations. Our findings can be used to design better pricing processes to improve pricing decisions.
Paper 10: Dennis Campbell

Dennis Campbell, Marc Epstein, Asis Martinez-Jerez, “Implicit Control Mechanisms and Organizational Learning.”
We link two elements of organizational design, the delegation of decision-rights and the provision of incentives, to the behavior and human capital formation (e.g. learning) of lower-level employees. We exploit a field-research setting in which employees‘ use of decision rights can be directly measured and traced to performance outcomes. We document implicit incentives in the form of sharp increases in employee exits linked to “excessive” use of decision-rights. We find that these implicit incentives are strongest for employees in business units which monitor the use of decision-rights most closely (e.g. “tight monitoring”). We document two broad behavioral effects for employees that are consistent with implicit incentives in tighter monitoring environments: (1) they are less likely to use discretion in exercising decision-rights; (2) they are less likely to adjust for local information, including historical performance data, in their decision-making. Finally, we document strong learning effects among lower level employees in our setting. However, these learning effects are concentrated among employees in “loosely monitored” business units and almost entirely absent in “tightly monitored” business units. The results are consistent with an experimentation hypothesis in which tight monitoring of decision-rights leads to fewer deviations from prescribed decision rules and less learning.
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