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Abstract
Research Summary: A core question in strategy

research is how firms should position themselves to
gain favorable audience evaluations. Emphasizing the
heterogeneity in audience predispositions, we propose
that firms can gain an audience composition premium
by strategically positioning themselves to gain more
(less) attention from audiences with positive (nega-
tive) predispositions toward them. We argue that this
approach to strategic positioning is more conducive
for firms with high dispersion in their audience pre-
dispositions and that firms can increase their ability
to gain an audience composition premium by engag-
ing with audiences holding moderately diverse evalu-
ative schemas. We employ recommender systems and
topic modeling to analyze 152,312 firm-analyst-year
observations from 1997 to 2018 and 297,931 earnings
call transcripts of U.S. public firms and find strong

support for our predictions.
Managerial Summary: A key question managers

encounter is how to increase their firms' evaluations
from external evaluators such as security analysts. In
this study, we show that firms can increase their aggre-
gate analyst recommendations by influencing the com-
position of analysts who opt to cover them and gaining
evaluations from analysts who have more favorable
predispositions toward them (i.e., by gaining an audi-
ence composition premium). Our findings also suggest
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that gaining an audience composition premium is more
important for enhancing a firm's aggregate analyst
recommendations when there is a higher dispersion
in analyst predispositions toward the firm. To
increase its ability to gain an audience composition
premium, the firm should engage with analysts who
exhibit a moderate degree of heterogeneity in their

evaluative schemas.
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1 | INTRODUCTION

A robust stream of strategy scholarship has been concerned with firms' optimal positioning
strategies for attaining positive audience evaluations (Zhao, Fisher, Lounsbury, &
Miller, 2017). To investigate optimal positioning strategies, past scholarship has conceptual-
ized audience evaluations of firms as following two sequential stages. First, audiences
limit their consideration set to a manageable sample of comparable firms. Second, they
sort through firms in the consideration set and evaluate them (H#dubl & Trifts, 2000; Hsu,
Roberts, & Swaminathan, 2012; Shocker, Ben-Akiva, Boccara, & Nedungadi, 1991;
Zuckerman, 1999, 2017). This two-stage evaluation framework implies that firms should
position themselves to advance through the two stages—screening and selection—
sequentially and independently, vying for audience attention first and maximizing distinc-
tiveness relative to other firms next. Scholars have argued that firms should conform to
categorical benchmarks to pass through the first stage. Firms that defy categorical norms
and expectations (e.g., firms that deviate from prototypes or straddle categories) are typi-
cally less successful in garnering audience attention (Hsu, 2006; Hsu, Hannan, &
Kocak, 2009; Zuckerman, 1999). Accordingly, this stream of research has explored firms'
optimal positioning strategies relative to commonly held categorical benchmarks, such as
prototypes and exemplars (Barlow, Verhaal, & Angus, 2019; Zhao, Ishihara, Jennings, &
Lounsbury, 2018).

More recently, scholars have highlighted heterogeneity and idiosyncrasies in audiences’
evaluative schemas—that is, “the criteria used to arrive at overall quality judgments” (Hsu
et al., 2012, p. 84). Specifically, audiences’ evaluative schemas could be heterogeneous because
they may have different theories of value (Lamont, 2012), different degrees of domain-relevant
expertise (Falchetti, Cattani, & Ferriani, 2022), and varied preferences and perspectives
(Pontikes, 2012). Even audiences of the same type may vary in how they evaluate firms due to
their different calculative frames (Beunza & Garud, 2007), path-dependent evaluation routines
(Theeke, Polidoro Jr, & Fredrickson, 2018), and goals and motivations (Bowers, 2020; Bowers &
Prato, 2019; Glaser, Krikorian Atkinson, & Fiss, 2020). Such differences suggest that audiences
could have varying predispositions toward a firm—that is, were they to evaluate a firm, the
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outcome of their evaluations may vary based on their preexisting evaluative schemas (Kovacs &
Sharkey, 2014; Yoo & Sarin, 2018)."

While the optimal distinctiveness thesis has made major advancements in informing firms'
optimal positioning strategies (Zhao, 2022), our knowledge regarding firms' optimal position-
ing strategies in light of heterogeneous audience predispositions remains limited. Extant
research has suggested that increasing their reach to different audiences helps firms pass
through the first stage of evaluation and is thus universally beneficial to firms (e.g., Barlow
et al., 2019). The premise of heterogeneous audience predispositions suggests instead that
gaining an audience's attention may not necessarily benefit a firm but may actually harm
it. Furthermore, research in this domain has often assumed that there are agreed-upon cate-
gorical benchmarks against which firms adjust their positioning strategies (e.g., Bu, Zhao,
Li, & Li, 2022; Taeuscher & Rothe, 2021; Zhao et al., 2018). Moreover, past studies have often
assumed that audiences within a category utilize a homogeneous set of evaluative schemas
when assessing firms. For instance, Benner and Ranganathan (2017, p. 761) maintained that
“evaluative schemas form a unified set of expectations for evaluating the performance of dif-
ferent firms within the category.” Hsu et al. (2012), however, observed differences in the eval-
uative schemas of wine critics in the U.S. wine market and proposed that “more investigation
is needed into the causes and consequences of this kind of divergence” (p. 93). Overall, opti-
mal distinctiveness research has traditionally emphasized commonalities in audiences’ evalu-
ative schemas, posing the need for studies that directly and explicitly build upon the premise
of heterogeneity within audiences.

To address these limitations, we need to examine firms' optimal positioning strategies
while emphasizing heterogeneous audience predispositions. In other words, we must go
beyond simply examining how firms can gain audience attention to exploring whose atten-
tion firms should aim to gain and how they can do so. In this study, we first propose an
alternative approach to firms' optimal positioning strategy that incorporates heterogeneous
audience predispositions. We contrast this approach with the traditional optimal distinc-
tiveness thesis grounded in the two-stage evaluation framework. Next, we examine which
firms benefit most from our proposed approach to strategic positioning. Finally, given the
complexity of positioning relative to a multitude of audiences with heterogeneous predispo-
sitions, we ask, how can firms better understand the evaluative schemas behind their audi-
ences' heterogeneous predispositions and gain the capability to optimally position
themselves with this approach?

Our core contention is that when audiences have varying predispositions toward a firm,
strategic positioning entails a selective approach to gaining audience attention (as opposed to
broadly conforming to categorical norms to maximize audience attention). To gain attention
from the right audience, a firm should influence its audience composition such that it is

!Evaluative schema and predisposition are two key concepts in this article. Evaluative schema captures the “how,”
whereas predisposition captures the (potential/predicted) “outcome.” We use the term evaluative schema to refer to any
type of idiosyncratic differences in how an audience member evaluates a firm that could potentially lead to different
evaluation outcomes. Such differences could be due to differences in categorization schema, theories of value, path-
dependent evaluation routines, calculative frames, or domain-relevant expertise. We use the term predisposition to refer
to an audience member's evaluative outcome regarding a firm regardless of whether the outcome is positive or negative.
The prefix “pre-” in the term predisposition captures our intention for referring to an audience member's latent
evaluation regarding a firm even if that member is not actually evaluating the firm currently. The prefix “pre-” thus
demonstrates a tendency that might or might not actualize in the future. In other words, an audience member's
predisposition toward a firm is his/her ex ante evaluation of it.
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evaluated mostly by audiences with favorable predispositions toward it (and less by those with
unfavorable predispositions). By doing so, firms can gain an audience composition premium,
which translates into more positive actual evaluations. Essentially, the concept of audience
composition premium captures the increase in positive evaluations due to the composition of
audiences evaluating a firm.

We further posit that positioning relative to specific audiences with the aim of gaining
an audience composition premium is beneficial to firms to the extent that there is disper-
sion in the audience predispositions toward them. In the absence of such dispersion, firms
might be better off formulating their positioning strategies relative to the commonly shared
categorical benchmarks. When there is high dispersion in audience predispositions and
much to be gained from positioning relative to specific audiences, firms need to discern the
heterogeneous evaluative schemas underpinning these audience predispositions and adjust
their narratives accordingly. This requires firms to have an efficient strategy for audience
engagement—namely, the bidirectional communication between a firm and its audiences
whereby the audiences express their evaluative schemas and concerns, and the firm
explains its positioning. Since, in most contexts, firms are not able to engage with all of the
audiences in the environment, they should select which audiences they engage with. We
propose that by engaging with audiences holding moderately diverse evaluative schemas,
firms can balance the need to expand their learning regarding their audiences (Leiponen &
Helfat, 2011; Love, Roper, & Vahter, 2014; March, 1991) and the need to integrate and
utilize the learned knowledge to strategically position and effectively communicate their
narratives adjusted to a target audience group (Falchetti et al., 2022).

We test these theoretical predictions in the context of security analysts' investment recom-
mendations of publicly listed U.S. firms. Employing recommender systems as a powerful family
of machine learning models, we predict analysts' idiosyncratic predispositions toward firms.
Specifically, we develop a predictive model using a machine learning algorithm that was one of
the winners of the Netflix Prize competition for predicting users’ ratings of movies and shows
(Bennett & Lanning, 2007). To measure the heterogeneity in the evaluative schemas of audi-
ences that firms engage with, we use transcripts data on firms' earnings calls to examine the
type of questions that firms engage with during the question and answer (Q&A) segments. Our
empirical analysis of a sample of 152,312 firm-analyst-year observations from 1997 to 2018 and
297,931 earnings call transcripts provides strong support for our predictions.

Our study makes four key contributions. First, we extend previous literature on firms'
optimal positioning strategies by proposing a positioning approach that emphasizes heteroge-
neous audience predispositions. We theorize that instead of conforming to categorical norms
to garner audience attention, firms need to strategically position themselves to garner atten-
tion selectively from audiences with favorable predispositions toward them. Second, by exam-
ining dispersion in audience predispositions as a moderator amplifying the benefits of gaining
an audience composition premium, we highlight a key contextual factor that makes our pro-
posed approach more suitable relative to traditional optimal distinctiveness positioning strate-
gies. Third, by conceptualizing audience engagement as a two-directional communication
channel between firms and audiences, we show how firms can balance learning about their
audiences broadly and catering to certain audiences selectively by engaging with audiences
with moderate heterogeneity in their evaluative schemas. Fourth, by introducing and
showcasing a family of machine learning models, we advance the methodological frontier of
strategy research and demonstrate how these methods can be used to make predictions
regarding idiosyncratic audience predispositions.



MAJZOUBI ano ZHAO

" WILEY- L™
2 | THEORETICAL DEVELOPMENT
2.1 | Strategic positioning through optimal distinctiveness

Drawing from marketing and consumer behavior research (e.g., Hiubl & Trifts, 2000; Shocker
et al., 1991), management scholars have suggested that audiences evaluate firms through a two-
stage process. First, audiences screen firms to limit their consideration set to a manageable sam-
ple of comparable firms. Second, they sort through the consideration set to evaluate and rank
the firms therein (Zuckerman, 1999, 2017). Following this logic, firms should aim to gain audi-
ence attention and pass through the first stage of the evaluation process and then differentiate
to stand out and garner a high evaluation in the second stage (Zuckerman, 1999, 2017). In other
words, firms should strategize to advance through the two stages—screening and selection—
sequentially and independently, vying for attention first and maximizing distinctiveness relative
to peers next.

Building on this two-stage evaluation framework, past research on strategic positioning
has focused on firm positioning relative to categorical benchmarks. Early studies in this
domain demonstrated that in order to receive audience attention, firms need to conform to
their categories' norms and prototypes to be perceived as easier to classify and analyze
(e.g., Hsu, 2006; Zuckerman, 1999). Accordingly, Hsu et al. (2012, p. 83) suggested that “in
the first stage, producers vie for audience attention. Producers and products that locate
clearly within established market categories are easier for audience members to identify and
are therefore more likely to gain attention.” According to this research, firms that defy such
“categorical imperatives” receive less attention from audiences and thus face an “illegitimacy
discount” (Zuckerman, 1999). Later studies went beyond the categorical imperative hypothe-
sis, suggesting that, in some contexts, categorical boundaries could be blurry and ambiguous
(Durand, Rao, & Monin, 2007; Rao, Monin, & Durand, 2005), thus enabling, and sometimes
rewarding, firms that adopt an atypical market position (Negro, Kocak, & Hsu, 2010;
Smith, 2011; Smith & Chae, 2017). More recent studies have explored the effects of confor-
mity and differentiation vis-a-vis category exemplars. Via similarity to exemplars—namely,
outstanding category members—firms can garner audience attention (Barlow et al., 2019;
Zhao et al., 2018) while risking lower performance evaluations due to comparisons with out-
standing firms.

These studies rest on the assumption that categories, as the “cognitive infrastructure” of
markets (Schneiberg & Berk, 2010), are shared schemas among all members of an audience
group. Based on this assumption, a typical audience member has a relatively clear expectation
of what a category member should look like. This cognitive perception of a category member
could be formed through a prototype view of the category, which entails categorization based
on common attributes of all category members (Rosch, 1973), or through an exemplar view of
the category, which refers to categorization based on similarity to outstanding category mem-
bers (Nosofsky & Johansen, 2000). Either way, a common theoretical and empirical assump-
tion (albeit implicit in most studies) is that conceptions of prototypes and exemplars are
shared among audience members insofar as “category construction ... involves gaining agree-
ment within the audience about what it means to carry a label” (Hannan, Hannan, Pdlos, &
Carroll, 2007, p. 59).

Furthermore, researchers often examine audience members within the same category
(e.g., analysts specialized in a specific industry) as a homogenous body that reacts uniformly to
a firm's within-category positioning strategy. The argument here is that evaluative schemas are
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shared and uniform across audiences evaluating firms within a certain category (Benner &
Ranganathan, 2017; Hsu et al., 2012). Assuming such within-category homogeneity in audi-
ences' evaluative schemas, Hsu et al. (2012) measured between-category differences in wine
critics' evaluative schema clarity. Similarly, Benner and Ranganathan (2017) investigated the
evolution of the evaluative schemas that were commonly held by analysts who followed the
telecommunications industry. In another instance, Litov, Moreton, and Zenger (2012) examined
the negative effects of strategy uniqueness vis-a-vis industry averages on analyst coverage,
implicitly assuming a similar reaction from all analysts in a firm's primary industry. In yet
another study, analysts were assumed to react uniformly to firms that changed their market
positions by undertaking major spinoffs (Feldman, 2016).

By emphasizing the commonalities in audiences’ evaluative schemas, extant optimal distinc-
tiveness research has tended to focus on the aggregate as opposed to the individual audience.
Optimal distinctiveness research has primarily been concerned with identifying an abstract
point of optimal distinctiveness within a category, paying limited attention to individual firms
and audience idiosyncrasies, let alone individual firm-audience relationships (Durand & Haans,
2022). Furthermore, by highlighting institutional pressures and the need for conformity, early
research often assumed that categorical expectations are imposed on firms, which have been
regarded as passive entities subject to being categorized (or miscategorized). While recent opti-
mal distinctiveness research has gone beyond this passive view (e.g., Zhao et al., 2018), firms'
agency in strategic positioning is still considered to be confined within certain categorical
expectations. For instance, according to Barlow et al.'s (2019) study, mobile apps’ positioning
strategies are limited to how far or close they position themselves relative to the exemplars and
prototypes of the category they already belong to.

2.2 | Strategic positioning in light of heterogeneity in audience
predispositions

More recently, scholars have started to theorize about important heterogeneities both within and
across audiences (e.g., Beunza & Garud, 2007; Falchetti et al., 2022; Kim & Jensen, 2011; Kovacs &
Sharkey, 2014; Pontikes, 2012) due to differences in their theories of value (Lamont, 2012;
Zuckerman & Rao, 2004), degrees of domain-relevant expertise (Falchetti et al., 2022), preferences
and perspectives (Pontikes, 2012; Taeuscher, Zhao, & Lounsbury, 2022), calculative frames
(Beunza & Garud, 2007), path-dependent evaluation routines (Theeke et al., 2018), and goals and
motivations (Bowers, 2020; Bowers & Prato, 2019; Glaser et al., 2020). Therefore, when audiences
evaluate a firm, they may embrace different categorization schemas, judge the firm through dif-
ferent lenses (Beunza & Garud, 2007; Pontikes, 2012), and compare the firm with different refer-
ence groups (Bowers, 2015; Goodman & Haisley, 2007; Smith & Chae, 2017), giving rise to
different predispositions toward the firm.

The premise of heterogeneity in audience predispositions begets a deeper examination of
optimal positioning strategies that maximize firm benefit. The two-stage evaluation framework
indicates that audiences first screen through firms to determine whether each firm is worthy of
their attention, deciding whether the firm passes through the initial screening, and only then
they evaluate and confer a rating to it (Haubl & Trifts, 2000; Hsu et al., 2012; Shocker
et al., 1991; Zuckerman, 1999, 2017). Given that audiences have varying predispositions when
evaluating a firm, it is crucial to consider the interdependence between the two stages: what
evaluation will an audience member give a firm (second stage) once he or she decides to
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evaluate it (first stage)? Depending on the predicted outcome of the second stage, a firm should
strategize to influence the first stage. In other words, a firm should strategically influence its
audience composition to gain favorable evaluations. We develop this contention in more detail
below.

In virtually every important evaluation context, not every audience member evaluates every
firm. Instead, each firm is evaluated by a limited number of audience members. As argued
before, different audiences may come to different evaluations of the same firm. Consequently,
any aggregate evaluation that a firm receives depends on the specific group of audiences that
decide to evaluate it. In other words, the makeup of the audiences that evaluate a firm—
namely, its audience composition—is an important determinant of the overall evaluation
(Kovacs & Sharkey, 2014).

Firms can adopt strategies to influence their audience compositions to receive higher aggre-
gate evaluations. We term this gain in evaluations an audience composition premium.” To illus-
trate, consider the example of an evaluative landscape in Figure 1. As shown, there are a total
of 10 evaluators in the environment. Were they all to evaluate the firm, they would give an
average rating of 4 to the firm. However, as mentioned previously, in most contexts, only a
select group of audiences evaluate each specific firm. Let us assume in our example that the
firm receives evaluations from five out of the 10 evaluators in the environment. Depending on
how it positions itself, the firm could gain an average rating of 4.5 in Position 1 or 3.5 in Posi-
tion 2. We conceptualize the 0.5 points above the total average rating in Position 1 a premium
gained through an optimal composition of audiences evaluating the firm.

We propose that firms can strive to achieve a favorable audience composition by strategi-
cally positioning themselves to maximize the likelihood of receiving attention from and being
evaluated by only those audience members who have a favorable predisposition toward them.
Let us illustrate this idea through the familiar example of the peer-review process, in which a
manuscript functions as a candidate being evaluated by a specific audience group—namely,
reviewers. A manuscript needs favorable evaluations from reviewers to be published.
Reviewers, being scholars themselves, often come from different backgrounds and have distinc-
tive evaluative schemas and may therefore have different predispositions toward a given manu-
script (second stage of the evaluation process). Moreover, reviewers are likely to evaluate a
manuscript only if it is positioned in or near their areas of expertise and research (first stage of
the evaluation process). A manuscript's chance of publication thus depends on both stages of
the evaluation process: it will be evaluated positively to the extent that it is positioned to attract
the right reviewers.

This proposition stands in contrast with suggestions from prior optimal distinctiveness
research (see a summary of these differences in Table 1). In contrast to past research, our propo-
sition represents an alternative approach to the strategic positioning challenge by focusing on
audience predispositions as opposed to categorical features and benchmarks. From this perspec-
tive, the strategic positioning challenge is rather about solving a matching problem,’ bypassing
the need for firms to navigate the concurrent and often complicated pressures to both belong
to and stand out within their categories. Our proposed approach focuses on the evaluative

2Similarly, we can think of an audience composition penalty, which refers to a firm's loss in evaluations due to a
suboptimal audience composition. We use the term audience composition premium to parsimoniously refer to this loss
as well.

*We thank our anonymous reviewer for suggesting the idea of juxtaposing positioning based on the two-stage
evaluation framework versus positioning as solving a matching problem.
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FIGURE 1 [Illustration of an audience composition premium

relationship between a specific firm and specific audience members. In doing so, we shift
attention to the study of heterogeneities and idiosyncrasies in how audiences evaluate a firm.
Moreover, our approach emphasizes firms' agency in influencing how they are evaluated.
Recent research has shed light on some aspects of firms' ability to influence audiences'
evaluative schemas—for example, through category strategy (Pontikes, 2018; Pontikes &
Rindova, 2020; Rindova & Courtney, 2020), which refers to affecting market categories to firms'
advantage, or through linguistic framing strategies based on target audiences' mental construals
(Falchetti et al., 2022). Our proposed approach complements these studies and introduces yet
another way of influencing how a firm is assessed, not by changing specific audiences’ evalua-
tive schemas but by influencing who gets to evaluate the firm in the first place. According to
the preceding arguments, we propose the following:

Hypothesis (H1). Firms can increase the evaluations they receive by strategically
positioning themselves to attract audiences that have favorable predispositions toward
them (i.e., by generating an audience composition premium).

2.3 |

The degree of dispersion in audience predispositions

Our proposed approach of aiming to gain a higher audience composition premium is most ben-
eficial when there is a high degree of dispersion in audience predispositions toward a firm. Such
dispersion could be caused by differences in evaluative schemas, resulting in varying (ex ante)
evaluation outcomes based on similar information.* Specifically, in the context of security ana-
lysts' evaluations of firms, Zuckerman (2004) showed that some firms, more than others, are

“It is important to note that we are interested in the predispositions of all audiences in the evaluative environment
toward the firm, whether they are currently evaluating the firm or not. In other words, our conceptualization of
dispersion in audience predispositions aims to capture a characteristic of the firm rather than a specific group of
audiences. Furthermore, we are interested in dispersion in predispositions as opposed to evaluative schemas because
distinct evaluative schemas do not necessarily result in diverging predispositions.
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TABLE 1 A comparative analysis between two distinctive positioning strategies

Positioning based on the
traditional optimal
distinctiveness thesis

Positioning benchmark .

Two-stage model .

Idiosyncrasy vs. commonality e

Firm agency .

Position relative to categorical
benchmarks (prototypes or
exemplars).

The two-stage model (screening
and selection) examined
sequentially and independently.
Almost always beneficial to
maximize attention.

Focus on the aggregate-level,
common, and shared evaluative
schemas and predispositions.

Firms have limited agency to
strategically position themselves
within certain categorical

Positioning to gain an audience
composition premium

« Position relative to audiences.

+ The two-stage model examined
concurrently and interdependently.
+ Gain attention only selectively.

« Focus on the individual level,
idiosyncratic, and heterogeneous
evaluative schemas and
predispositions.

« Firms have agency in influencing
the evaluation lenses through
which they are evaluated.

constraints.

inherently likely to attract analysts who have varying industry specialties, use different evaluative
models, interpret the same information differently, and—eventually—come to different evaluations
of the same firm. He found that for firms that tend to attract analysts with different specialties,
trade volume and volatility are higher after quarterly announcements because there is divergence
in interpretation of the new information, resulting in distinctive evaluations of these firms.

This distinction in the degree of dispersion in audience predispositions can be illustrated by
the example of a firm in Panels (a) and (b) of Figure 2. As shown, for the focal firm in Panel (a),
there is a high degree of dispersion in audience predispositions (the standard deviation [SD] of
audience predispositions is about 1.5). In contrast, there is a low degree of dispersion in audi-
ence predispositions for the focal firm in Panel (b) (the SD of audience predispositions is about
0.5). As the graphs suggest, the focal firm's gain from strategies to optimize the composition of
audiences evaluating it depends on the degree of dispersion in audience predispositions. In
Panel (a), where dispersion is high, the difference between the evaluations from the best audi-
ence composition (Position 1) and worst audience composition (Position 2) is 2.7. In contrast, in
Panel (b), where there is a lower degree of dispersion, the difference in evaluations gained from
the best and worst positioning is 0.7.

As we mentioned previously, extant research on optimal positioning strategies has focused
on the aggregate and commonalities in audiences’ evaluative schemas. This approach would be
reasonable in contexts where audiences hold rather uniform schemas and converging predispo-
sitions toward a firm. Given a lack of significant variation in audience predispositions, there
would be little benefit for selectively targeting specific audiences as the eventual evaluation gar-
nered would essentially be the same. In such a context, the traditional optimal distinctiveness
thesis grounded in the sequential two-stage model would be theoretically more suitable. How-
ever, when dispersion in audience predispositions toward a firm is higher, selectively gaining
attention from audiences with more favorable predispositions will translate into a higher
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Panel B—Low degree of dispersion in audience predispositions
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FIGURE 2 [Illustration of a firm in two different contexts: in panel (a), there is a high level of dispersion in

audience predispositions, whereas, in Panel (b), dispersion in audience predispositions is low

aggregate evaluation. In this case, we expect a stronger positive effect of audience composition
premium on the aggregate evaluation that a firm receives. Accordingly, we propose the

following:

Hypothesis (H2). The degree of dispersion in audience predispositions toward a firm
positively moderates the relationship between the firm's audience composition premium
and its aggregate evaluation.

24 |

Engagement with audiences holding diverse evaluative schemas

Gaining an audience composition premium entails learning how different audiences would
evaluate a firm and being able to influence their attention strategically. To do so, firms need to
go beyond estimating who views them negatively or positively to learning about how and why
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audiences arrive at specific assessments of them. As an example, for a paper to succeed through
the peer-review process, its authors need to know about the evaluative schemas of scholars in
their field (perhaps by engaging with various scholars in conferences, getting friendly reviews,
giving talks, etc.) and frame their paper such that it is clearly and effectively positioned toward
their targeted audiences. Accordingly, firms can strive to achieve a favorable audience composi-
tion through two steps: (1) learn about their audiences and their evaluative schemas and
(2) strategically position and effectively communicate their positions to their select audiences.

Gaining an audience composition premium thus necessitates a process whereby firms can dis-
cern audiences’ evaluative schemas, concerns and preferences and use that knowledge to cater to
them effectively. Unlike categorical benchmarks, such as prototypes and exemplars, which are
few, visible, and known, audiences' evaluative schemas can be multiplex, tacit, and evolving
(Theeke et al., 2018). Firms are successful in optimizing their positioning relative to their hetero-
geneous audiences to the extent that they learn and become cognizant of audiences’ distinctive
evaluative schemas. Furthermore, to effectively garner attention from their targeted audiences,
firms need to provide a narrative that is adjusted to and congruent with their specific audiences’
evaluative schemas (Falchetti et al., 2022). Thus, to gain an audience composition premium, firms
need to efficiently navigate a two-way communication channel: in one direction, firms need to
gain knowledge about their audiences' evaluative schemas; in the other direction, firms need to
supply information and narratives regarding their positioning adjusted to their target audiences.
In other words, audience engagement—namely, the bidirectional communication between firms
and their audiences—is key to gaining an audience composition premium.

Given that audiences hold heterogeneous evaluative schemas and that it is impossible for a firm
to engage with all of its audiences in most contexts, a key question is which audiences a firm
should engage with. We suggest that engaging with a group of audiences holding a moderate
degree of heterogeneous evaluative schemas maximizes a firm's ability to gain an audience compo-
sition premium. The degree of heterogeneity in the evaluative schemas of the audiences that a firm
engages with influences both steps needed to gain an audience composition: (1) learning about
audiences and their evaluative schemas and (2) utilizing that knowledge to strategically position
and effectively communicate a firm's position. As we elaborate in more detail below, the relation-
ship between the degree of heterogeneity in the evaluative schemas of the audiences a firm engages
with and the first step described above is positive, while that relationship is negative for the second
step. We assume that the two effects combine in 