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Abstract
Research Summary: This article develops a theoreti-

cal framework to explicate how third parties, who are

not transactionally involved in a given exchange rela-

tionship, can promote or impede the creation and cap-

ture of value by influencing market actor beliefs and

behaviors. I investigate these issues empirically through

an abductive mixed-method case study of the Michelin

Guide's entry into New York City. An examination of

two decades of the openings and closings of New York

City's elite restaurants indicates that receiving a

Michelin star corresponded to an increased likelihood

of restaurant exit. Michelin stars appear to have fos-

tered disruptions at recipients' upstream and down-

stream interfaces, which inhibited their ability to

capture value. This ultimately underscores how value

network reactivity to third-party evaluations may lead

to unintended consequences for firms.
Managerial Summary: This article explains how

third-party evaluators' reviews, ratings, and rankings

can promote or impede the creation and capture of

value. This occurs because third-party evaluations

engender reactions by those being evaluated, as well as

reactions by other market actors such as competitors

and exchange partners. I study these issues within the
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context of the Michelin Guide's entry into New York

City, and my findings indicate that restaurants that

received a Michelin star were more likely to close in

subsequent years. Evidence suggests that intensified

bargaining problems with landlords, suppliers, and

employees, along with heightened consumer expecta-

tions, created new challenges for these Michelin-starred

restaurants, which ultimately made it more difficult for

them to stay in business.

KEYWORD S

evaluations, ratings and rankings, reactivity, restaurant industry,
status, third parties, value creation and capture

1 | INTRODUCTION

There has been a dramatic proliferation of third-party reviews, ratings, and rankings in recent
years, and a rich body of work in management and related disciplines has demonstrated that
these systems of evaluations can have significant influence on the activities of market actors.
Favorable evaluations have been shown to be beneficial for firms by providing legitimacy
(e.g., Rao, 1994), better access to resources (e.g., Dineen & Allen, 2016), or enhancing consumer
demand (e.g., Luca, 2016). Nevertheless, research has also demonstrated that there can be a
dark side to third-party engendered status shocks when they produce new anxieties
(e.g., Favaron et al., 2022), encourage risky behavior (e.g., Jensen & Kim, 2015), or create
product-consumer misalignments (e.g., Kov�acs & Sharkey, 2014). These various findings com-
plicate our view of the strategic consequences of third-party evaluations. Moreover, they under-
score both the theoretical importance and practical relevance of better understanding how
systems of evaluation shape the distribution of value in markets.

This article contributes to our understanding of the role of third parties in strategic manage-
ment by developing a theoretical framework that situates third-party evaluations within a
value-based view (VBV) of strategy lens (e.g., Brandenburger & Stuart, 1996) to address open
questions about how third parties affect firms' ability to create and capture value. This novel
application of VBV provides a structural apparatus for investigating third parties' influence in
markets that allows socially constructed meaning and identities to remain central to actors'
beliefs and behaviors (e.g., Cattani et al., 2017; Cattani et al., 2018; Sands et al., 2021). These
developments ultimately offer a generative and nuanced perspective of how value network reac-
tivity to third-party evaluations influences markets and potentially leads to unintended or coun-
terintuitive outcomes—notably, that even favorable evaluations of a focal firm can exacerbate
value appropriation challenges that detrimentally affect the firm's survival.

This theoretical foundation serves as the basis for examining the Michelin Guide's entry into
New York City in 2005, which was the first time that Michelin began awarding its stars to res-
taurants outside of Europe. I use an abductive approach to explicate the dynamics of value net-
work reactivity to Michelin's awarding of stars, and the empirical investigation begins by
leveraging archival qualitative material and interviews with New York City restaurateurs to first
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provide insight into changes in beliefs and behaviors that were triggered by Michelin's evalua-
tions. While restaurateurs frequently reflected on a feeling of achievement after receiving a
Michelin star and highlighted that this led to a heightened focus on their restaurant, their staffs,
and themselves, the consequences of Michelin stars were not all necessarily favorable. Restaura-
teurs also emphasized how relationships with employees, landlords, and suppliers became more
strained as these exchange partners sought to bargain for more value. Likewise, a changing
composition of consumers and heightened customer expectations placed new pressures on these
restaurants' operations. These findings suggest that Michelin stars came along with new chal-
lenges and disruptions that may have put these restaurants at greater risk of exit. The raw data
alone point to notable rates of exit for Michelin-starred restaurants—more than 40% of the first
10 cohorts of Michelin-starred restaurants in New York City had closed by the end of 2019.
Accordingly, this article's primary quantitative investigation assesses the impact of Michelin
stars on the likelihood of restaurant exits using a two-decade panel (2000–2019) of the openings
and closings of New York City's most elite restaurants. Estimates from parametric proportional
hazards model regressions indicate that the receipt of a Michelin star corresponded to an
increase in restaurant exits. A variety of robustness checks and supplemental analyses corrobo-
rate these results and provide evidence consistent with the theoretical framework and qualita-
tive findings.

Ultimately, this article underscores that value network reactivity to third-party evaluations
can lead to dramatic and sometimes counterintuitive effects on market outcomes. It shows that
examining reactivity across value networks is crucial for understanding how third-party evalua-
tions affect firm performance, and it builds from the insights of related works that have
addressed how such reactions play out at the level of the focal organization (e.g., Chatterji &
Toffel, 2010; Favaron et al., 2022; Gergaud et al., 2015; Sharkey & Bromley, 2015). By advancing
a theoretical framework that incorporates third parties' influences on value creation and cap-
ture, this research helps disentangle and explain the complex social dynamics underpinning
strategic action in markets, as well as the relatively high rates of exit by Michelin-starred restau-
rants in New York City during the first two decades of the 2000s.

2 | THIRD-PARTY EVALUATION IN MARKETS

Third-party evaluation research has a long and interdisciplinary history (e.g., Biglaiser, 1993;
Blank, 2006; Cohen & Golden, 1972; Eliashberg & Shugan, 1997; Esposito & Stark, 2019;
Nelson, 1970; Shrum, 1991; White, 1992; Zuckerman, 1999), and research studying the effects
of third-party evaluations on firm behavior and their outcomes has developed to form a core
body of scholarship in strategic management. Rao (1994), notably, provided a foundation in this
space by positing how firm survival in the early automobile industry was positively impacted by
victories in third-party certification contests (see also Goldfarb et al., 2018). More recent
research has produced a nuanced understanding of how various types of third-party evaluations
can impact organizations and influence markets (e.g., Chen et al., 2012; Eberhart &
Armanios, 2022; Gallus & Frey, 2016; Graffin & Ward, 2010; Greenberg et al., 2024; Lewis &
Carlos, 2023; Sands, 2021; Sine et al., 2007).

Theories of status and third-party engendered status-shocks (e.g., Merton, 1968;
Podolny, 1993), in particular, have been among the most influential conceptual foundations
underpinning our understanding of third-party evaluation within the management literature
(see also George et al., 2016; Piazza & Castellucci, 2014). Work building on these perspectives
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has emphasized that enhanced status positions can provide actors with access to better
resources (e.g., Benjamin & Podolny, 1999; Simcoe & Waguespack, 2011), insulate them from
potentially negative events (e.g., Kim & King, 2014; Sharkey, 2014), and generate new opportu-
nities (e.g., Podolny, 1994; Rossman et al., 2010). Moreover, research has depicted how status
hierarchies in markets can be reinforced or reordered due to the activities of third-party evalua-
tors (e.g., Bermiss et al., 2014; Bowers & Prato, 2018, 2019; Sauder, 2006, 2008), which points to
their dynamic role in shaping various industries.

Scholarship has demonstrated that third-party evaluations influence firms' social and finan-
cial performance, and such work has principally stressed the various benefits that can accrue
due to favorable assessments (e.g., Azoulay et al., 2014; Luca, 2016; Reinstein & Snyder, 2005).
While acknowledging these positive effects, other work has complicated this picture by
highlighting a “dark side” of favorable third-party evaluations, wherein sudden status shocks
create unintended and undesired consequences (Sharkey, 2018). Thus, in addition to their posi-
tive effects, favorable third-party assessments have also been shown to generate challenges that
arise from actors changing their behaviors and from subsequently being evaluated by new audi-
ences (e.g., Hahl et al., 2017; Hahl & Zuckerman, 2014; Jensen & Kim, 2015; Kov�acs &
Sharkey, 2014). Research indicates that ratings and rankings can produce internal insecurities
(e.g., Favaron et al., 2022; Sauder & Espeland, 2009), while the visibility of even seemingly
favorable third-party evaluations can also lead stakeholders to question the focus of a focal actor
(e.g., Carlos & Lewis, 2018; Lanahan & Armanios, 2018; Lewis & Carlos, 2023).

The fact that both positive and negative effects may manifest due to firms being evaluated,
rated, and ranked underscores the rich complexity and nonobviousness of their performance
outcomes. Pragmatically, it complicates our picture of how firms do or should respond to evalu-
ations. Accordingly, key open questions remain about how, if, and the extent to which third-
party evaluations affect the creation and capture of value in markets.

2.1 | Evaluation and value network reactivity

In order to help address questions about how third-party evaluations can shape value creation
and capture and affect market outcomes, I build from the prior research on evaluation and inte-
grate it within a value-based framework. This approach follows related scholarship that has
similarly emphasized that the plasticity of the VBV lens can provide a “broad heuristic for
understanding the general competitive process at the core of markets” (Cattani et al., 2018,
p. 635), which makes it a “unifying framework” for strategy scholars working in diverse areas
(Chatain & Mindruta, 2017, p. 1964). Using VBV in this way focuses on extricating the dynamic
effects of third-party evaluations across a value network (e.g., Durand et al., 2017; Hoopes
et al., 2003; Leiblein, 2011), while also ensuring that meaning and identity remain central to
actors' beliefs and their market activities (e.g., Jensen et al., 2011; Pollock et al., 2019; Porac
et al., 1989; Ravasi et al., 2012; Weick, 1995).

Value-based strategy (e.g., Brandenburger & Stuart, 1996) begins with the idea that value
creation and capture extend from free-form bargaining among actors in a value network—that
is, the “collection of agents connected to one another via chains of transactions that, taken
together, ultimately result in the production of economic value […] from the most upstream
resource providers all the way down through the final consumer” (Gans & Ryall, 2017, p. 18).
This approach, therefore, has generally emphasized the actions of transaction partners in
explaining value creation and capture. The extensive research on third parties in strategic
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management, however, underscores that there is the potential to miss out on critical explana-
tions of firm behavior and performance if frameworks omit the influence of outside actors.

The inherent uncertainty underpinning a focal actor's beliefs about the value contribution
of others, as well as the uncertainty underpinning beliefs about their own contribution, means
that third-party evaluations have the potential to disrupt the stability of existing exchange rela-
tionships. Indeed, we know from work on “reactivity” that actors “change their behavior in
reaction to being evaluated, observed, or measured” (Espeland & Sauder, 2007, p. 1),1 and a
dense stream of scholarship has identified these effects across various settings (e.g., Chatterji &
Toffel, 2010; Elsbach & Kramer, 1996; Ody-Brasier & Sharkey, 2019; Rowley et al., 2017). Situat-
ing and extending this concept within a VBV framework recognizes both that responses to third
parties may occur from anywhere within the value network and that they can create conse-
quences for value creation and capture.

Building from the “status quo configuration” setup used in prior VBV scholarship (Gans &
Ryall, 2017, p. 38), let me now introduce a third party who evaluates a focal firm and their eval-
uation is observed by others (see Figure 1). Here, value creation and capture would be altered
by the third party if their evaluation influences willingness-to-pay, willingness-to-sell, price, or
cost. Changes in the total value of a transaction come from a third party's influence on the
willingness-to-pay of downstream exchange partners or the willingness-to-sell of upstream
exchange partners—that is, third-party engendered attentional effects. Value capture remains a
function of bargaining between exchange partners, but the third party can affect the distribu-
tion of value captured by each actor through influencing their relative bargaining positions—
that is, third-party engendered bargaining effects. That third-party evaluations can lead to both

FIGURE 1 Value network with third parties.

1Espeland and Sauder (2007) original concept of reactivity addressed the evaluated actor's reactions to being evaluated.
The conceptual extension to value network reactivity provided in this work, therefore, considers not only the evaluated
actor's reaction but also other actors' reactions to the focal actor's evaluation.

SANDS 5

 10970266, 0, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1002/sm

j.3651 by D
aniel Sands , W

iley O
nline L

ibrary on [07/08/2024]. See the T
erm

s and C
onditions (https://onlinelibrary.w

iley.com
/term

s-and-conditions) on W
iley O

nline L
ibrary for rules of use; O

A
 articles are governed by the applicable C

reative C
om

m
ons L

icense



a shifting of attention to new arrangements (see also Ocasio, 1997; Shepherd et al., 2017) and
an altering of bargaining positions (see also Chatain & Plaksenkova, 2019; Grennan, 2014) elu-
cidates how firm performance is a consequence of multifaceted processes that play out across
the value network. Distinguishing between attentional effects and bargaining effects denotes
that third parties can affect the size of the overall value pie, the size of the slice that each actor
captures, or both (Cattani et al., 2018).

Further extending the concept of reactivity within this framework builds from prior
research toward disentangling how changes in value creation and capture may be driven by
reactions from either a focal actor or by the other actors in the value network. Indeed, focal
actors will not necessarily be unaffected if they choose to not respond to their evaluations
(e.g., Elsbach & Kramer, 1996; Lewis & Carlos, 2022; Wang et al., 2016). Likewise, research has
demonstrated that reactions to third-party evaluations may occur by adjacent actors that have
not been evaluated (e.g., Favaron et al., 2022; Sharkey & Bromley, 2015) and that unevaluated
competitors may even react more strongly to third parties (e.g., Darnall & Sides, 2008). More-
over, prior work has shown that adjacent downstream (e.g., Kov�acs & Sharkey, 2014) and adja-
cent upstream (e.g., Dineen & Allen, 2016) actors also react to third-party evaluations.

The novelty of embedding third-party evaluators within this VBV framework brings forward
some critical considerations with respect to how third parties affect markets, and it illuminates
how reactivity across the entire value network needs to be considered to disentangle any overall
outcome. Although prior studies have suggested that favorable third-party evaluations of focal
firms may lead to increases in downstream actors' willingness-to-pay (e.g., Anderson &
Magruder, 2012; Luca, 2016), observing such an increase does not necessarily mean that the
focal firm will capture more value. A focal firm may capture less value in either relative or abso-
lute terms if bargaining positions of exchange partners become more advantageous. For exam-
ple, bringing third parties into the value network introduces the possibility that overall value
may be created or reduced depending on how bargaining positions are altered through changes
in actor beliefs or behaviors (e.g., Chatain & Plaksenkova, 2019; Grennan, 2014; Groysberg
et al., 2011; Sands, 2022). A seemingly positive status shock brought about by a third party can
yield negative performance outcomes to a focal firm if an exchange partner believes that there
is value to be captured by bargaining harder, and the recognition of this sort of unrealized
power play by an exchange partner can (e.g., Barnhizer, 2005), therefore, make it harder for
focal firms to capture value regardless of changes to overall value.

This theoretical framework provides structure for thinking about the role of third parties in
value creation and capture, and I will apply it in examining the Michelin Guide's entry into
New York City. This case study proceeds from qualitative to quantitative analyses using an
abductive logic to enhance our understanding of the value dynamics triggered by third-party
evaluations (e.g., Bamberger, 2019; Behfar & Okhuysen, 2018; King et al., 2021; Sætre & Van de
Ven, 2021). Such an approach is especially useful in laying groundwork for emerging theoretical
insights about a phenomenon weakly explained in current theory (e.g., Huang & Pearce, 2015;
Krishnan et al., 2021). Thus, the subsequent qualitative examination of Michelin's New York
City entry will be informative of strategic action in the value network, which will help contextu-
alize the quantitative investigation into the effect of Michelin stars on restaurant exits.

3 | THE MICHELIN GUIDE IN NEW YORK CITY

The Michelin Guide originated in France in 1900, and early Michelin Guides were intended to
encourage automobile traffic by providing lists of dining and lodging options to potentially
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interested travelers. This, in turn, was supposed to increase Michelin's sales of tires, which was
then and still remains their core business. These early Guides were popular with consumers,
and over the next two decades, various editions covered Belgium, the United Kingdom, and
other European countries. Michelin established its stratifying star rating system by the mid-
1930s (Harp, 2001). By mid-century, the Michelin Guide and its stars had become synonymous
with fine dining and the elites of the culinary world (see also Durand et al., 2007; Lane, 2013;
Rao et al., 2003, 2005), but the Michelin Guide nevertheless remained solely a European prod-
uct for more than a century after its creation.

It was not until 2005 that the Michelin Guide expanded beyond Europe for the first time
when it began evaluating restaurants with a New York City edition.2 Highlighting the signifi-
cance of this event, the head of Michelin announced: “A New York guide is part of an old
dream of mine. […] New York is the gateway. New York makes you discover other cuisines”
(Fabricant, 2005). Owing to its reputation for producing evaluations for the most elite European
restaurants, the Michelin Guide attracted considerable attention in New York right from the
start (Davis, 2009; Ferguson, 2008). Dramatic headlines such as “The Tire Man Eats New York”
(Fabricant, 2005) and “Countdown to Michelin's New York City Arrival” (Steele, 2005) oriented
audiences to this New York City edition of the Michelin Guide. Florence Fabricant (2005) of
the New York Times commented, “New York restaurants, already on constant lookout for the
critics, both professional and amateur, now have to contend with another group of reviewers:
Michelin inspectors.”

Michelin's professional restaurant critics, as indicated with the above quote, are referred to
as “inspectors,” and their identities remain anonymous to both the evaluated restaurants and
the readers of the Michelin Guide (Colapinto, 2009). To produce evaluations, Michelin trains
and employs teams of inspectors who each eat at hundreds of restaurants every year and, collec-
tively with an editor, determine which restaurants receive stars. Michelin states that their stars
are awarded solely for the quality of food,3 and inclusion in the Michelin Guide, at all, is consid-
ered a sign of favorable evaluation. Restaurants are reevaluated for subsequent editions with
the same anonymous process taking place, meaning that a restaurant that had received a star in
a prior year might keep their star, move to a higher/lower star-level, or lose their star status
altogether in following years. For chefs and staffs, receiving a Michelin star can be a career goal,
and celebrity restaurateurs such as Gordon Ramsay have portrayed them as “the Oscars of res-
taurant industry” (Heighton-Ginns, 2018). During an interview, one Michelin-starred restaura-
teur stressed that her cooks became acutely “focused on being the Michelin Star restaurant”
(her emphasis in italics). A consequence of the Michelin star system is that “Michelin chefs can
never relax, and instead, have to show constant vigilance” (Lane, 2013, p. 359), which under-
scores the pressure of having restaurateurs' energies and identities so heavily tied to obtaining
and maintaining stars.

More than 100,000 New York City Michelin Guides were sold in its first year of release.
Chefs across the city, many of them familiar with Michelin from parts of their careers in
Europe, appeared engaged with Michelin from the beginning (Fabricant, 2005). A cohort of
39 New York City restaurants were recognized with a Michelin star in its inaugural year,4 and

2Yearly Michelin Guides are released in the preceding fall. Thus, it was the “2006” edition of the New York City
Michelin Guide that was first released in November 2005.
3The general criteria used to determine the quality of food is “quality of the ingredients used, mastery of flavor and
cooking techniques, the personality of the chef in the cuisine, harmony of flavors, and consistency between visits”
(Michelin, 2019).
4Note that by the end of 2019, 19 of these first 39 Michelin-starred restaurants in New York City had closed.
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there remained intense media focus on the restaurants that received stars with the release of
subsequent editions (e.g., Kludt, 2009; Sytsma, 2012). A Michelin-starred restaurateur reflected
on this transformation in a 2019 interview: “I think Michelin has become very important,
which is interesting. It seems to have replaced the New York Times in its importance.”

3.1 | Changes in behavior and beliefs across the value network

Given the extensive media coverage and general industry excitement around the Michelin
Guide's entry into New York City, it should come as no surprise that those restaurants that were
awarded stars received considerable attention from a variety of different market actors. But
what was the effect of Michelin stars on these restaurants?

Two pieces of prior research have been especially informative on this issue, each of which
concern themselves with changes in restaurant behavior following the entry of the Michelin
Guide into a location. First, Gergaud et al. (2015) show that after Michelin's New York City
entry, restaurants appearing in the Michelin Guide were more likely to receive higher consumer
assessments in dimensions related to food and décor quality. Second, Favaron et al. (2022) use
the 2016 entry of the Michelin Guide into Washington DC to unpack how restaurants modified
their self-presentation through menu changes that aligned with perceived Michelin standards.
Both of these works indicate that the Michelin Guide's entry spurred restaurants to make nota-
ble changes to their operations, and this insight helps guide the subsequent qualitative
investigation.

In this section, I build from the theoretical framework by engaging with qualitative material
to help unpack how value network reactivity affected Michelin-starred restaurants.5 These data
include archival media coverage and 23 first-hand interviews with restaurant owners, man-
agers, and chefs from some of New York City's most elite restaurants. The following subsections
map onto the theoretical framework by examining effects from Michelin stars at restaurants'
upstream and downstream interfaces to shed light on distinct mechanisms that could impact
value creation and capture and the value dynamics underpinning restaurant survival.

3.1.1 | Upstream consequences

At the focal firm's upstream interface, this qualitative investigation suggests that Michelin stars
impact restaurants by affecting willingness-to-sell or the bargaining positions held by restau-
rants' upstream exchange partners—notably, landlords, food suppliers, and employees who rec-
ognize the value of their inputs by observing their downstream use (e.g., White, 2002). As
attention is oriented to a focal restaurant via receipt of a Michelin star, upstream suppliers may
believe that the focal restaurant is relatively more dependent on their input to maintain the star.
Hence, willingness-to-sell can change such that upstream exchange partners believe they
should receive more for their contributions. Likewise, upstream exchange partners could have
their bargaining positions enhanced since restaurateurs face pressure to meet the expectations
of Michelin inspectors reevaluating the restaurant for next year's edition. To the extent that
there are limited substitutes for their inputs, an upstream exchange partner may seek better
outside options, decreasing the overall value in the value network, and/or find themselves in an

5Additional detail is available in the qualitative material overview provided as Supporting Information Appendix 1.
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advantageous bargaining position after a focal restaurant receives a Michelin star. Indeed, each
of these examples were brought up in my interviews with New York City restaurateurs, and
they collectively indicate how Michelin stars may have been a detriment to restaurant survival.

Failure to reach an agreement with landlords was regularly referenced in interviews, and in
the archival data, this was a reoccurring theme described by restaurateurs when discussing why
their businesses ceased operations. Restaurateur Danny Meyer (2014) of Union Hospitality
Group expressed this general sentiment in a New York Times op-ed about having to relocate
his restaurant, Union Square Cafe: “It's hard to come to grips with the notion that our success
has, in part, contributed to our inability to remain in our neighborhood.” Restaurateur Charlie
Kiely reiterates this point: “When we opened [Grocery], the street was crime-ridden, so rents
were affordable. But once it caught on, everyone wanted to be on Smith Street, and then land-
lords got wise to the trend, and then they got greedy” (Strong, 2016). One of my Michelin star-
recipient interviewees similarly commented: “We have invested a lot of money into the place—
you really need to. But it makes the value of the real estate go up.” Accordingly, landlord reac-
tivity may play out by them seeking to bargain harder for value in their subsequent negotiations
with restaurants.

Being awarded a Michelin star also has the potential to restrict the focal firm's substitutabil-
ity of suppliers since these restaurants want to use only the highest quality ingredients to main-
tain their star status. Even in a market as large and diverse as New York City, there are
products for which there exist few substitute suppliers able to provide the very highest quality
ingredients to restaurants. Hence, it can be difficult for restaurants to find alternative suppliers
for such ingredients because, for example, special transportation and storage facilities are
needed for products like fresh truffles that begin to spoil quickly and the best seafood needs to
be flown in live from various locations to maintain optimal flavor (Kilgannon, 2018). To the
extent these are seen as key input for obtaining a Michelin star, noting again that their stated
criteria underpinning the overarching quality of the food assessment includes “quality of the
ingredients” (Michelin, 2019), there may be more restaurants competing over the limited supply
of the choicest and freshest ingredients. Thus, the bargaining position held by suppliers of these
products can be significant. For example, Regalis Foods “charges $1,600 to $2,000 per pound for
white truffles and up to double that rate in lean cultivating seasons when the supply is short”
(Kilgannon, 2018). Restaurants can, therefore, find themselves in disadvantageous bargaining
positions wherein they capture less value when moving a key product through the value chain.
One of my interviewees commented that their cooks sought out even better ingredients after
receiving a Michelin star, but “the margins get worse when you are at the very high end of beer
and food, but that's what they needed.” He went on to say, “just maintaining [the Michelin star]
was too expensive.”

Being awarded a Michelin star not only directs attention to the restaurant, it also reflects
attention onto the employees who contributed to the restaurant's success (see also Chae
et al., 2021). Correspondingly, the value of these employees may be enhanced as their quality of
work becomes more salient to others who could seek to hire them away or provide them with
access to funding to start their own restaurants. Although Michelin makes it explicit that stars
are awarded to the restaurant and not to any individual (Michelin, 2016), key employees often
become more recognized for their contributions to a Michelin-starred restaurant. The
apprentice-master relationship where a head chef trains and mentors subordinate chefs is espe-
cially common in fine dining (Fine, 1996; Slavich & Castellucci, 2016), and the idea that
employees' outside value increases following the receipt of a Michelin star came up regularly
during my interviews. One interviewee highlighted that her employees wanted the restaurant
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to receive Michelin stars, in part, so they could have better job opportunities elsewhere: “I think
that as a matter of pride, the back of the house wanted to get good reviews. It also looks good
on their resumés.” This, too, suggests that Michelin stars may exacerbate the interfirm transfer
of knowledge and routines within the industry (e.g., Wezel et al., 2006). Another interviewee
described the period immediately following the receipt of their Michelin star as difficult because
[the cooks] “realized that it's getting busier. And […] they start haggling you for more pay, more
pay, more pay.”

3.1.2 | Downstream consequences

The interview and archival material stress that when a restaurant receives a Michelin star,
downstream attention is directed to it. Not only do Michelin-starred restaurants appear with a
star next to their name in the Michelin Guide, highlighting the restaurant for foodies that fol-
low the guidebook, this recognition is also heavily covered in the media. While this may bring
in new customers, it can also lead to heightened expectations (Pita, 2015), and the characteris-
tics of consumers who transact with a focal restaurant may change following the receipt of a
Michelin star (Kashner, 2015). This could lead to a customer base that has tastes that become
relatively misaligned with the restaurant's offerings (e.g., Kov�acs & Sharkey, 2014). Meeting the
demands of Michelin-primed consumers can be a difficult and costly challenge for a restaura-
teur. Restaurateur Skye Gyngell (of Petersham Nurseries Café, London) even went so far as
describing the heightened consumer expectations following his Michelin star as a “curse” due
to the burden that it imposed (Kashner, 2015). Another interviewee remarked that receiving
their Michelin star was “kind of like a heavy burden to bear” since customer “expectations go
higher when you see somebody with a star.”

Restaurateurs indicated that heightened consumer expectations were immediately apparent
and could pose new challenges for their businesses based on their own second-order reactions.
One interviewee commented that their responses to changing customer expectations included a
reorganization of the seating schedules, and they “also added new, bigger tables to make it
more comfortable,” even while recognizing that the restaurant would not gain any additional
revenues from it. He noted that receiving their Michelin star had positively affected sales ini-
tially, but that there seemed to be a more limited positive sales effect in their second and third
years of being starred: “It was just a quick bump. In the first year of getting the star, things defi-
nitely got busier though—we had lots more tourists coming in. You know, people in town that
just want to see something special.” Thus, even the positive benefits of such status shocks may
be double-edged to the extent that they are coupled with new costs (e.g., Bothner et al., 2012).

The notion that perceived changes in customer expectations encourage Michelin-starred res-
taurateurs to respond by changing their business activities reinforces other research that has
examined audience denigration of high-status actors and corresponding focal actor reactions
(e.g., Hahl et al., 2017; Hahl & Zuckerman, 2014). Favaron et al. (2022), for example, highlight
how Michelin's entry in Washington D.C. led elite restaurateurs to modify their operations to
emphasize and reinforce their status positions (see also Gergaud et al., 2015). Importantly, for
the purposes of understanding value network reactivity, Favaron et al. also show that lower-
status competitors may seek to mimic the profile of Michelin-starred restaurants, which has the
potential to intensify competition for customers. These downstream consequences again indi-
cate ways in which restaurant survival may have been negatively impacted by the receipt of a
Michelin star.
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4 | QUANTITATIVE INVESTIGATION

The theoretical framework and qualitative material have helped illustrate how value network
reactivity led Michelin-starred restaurants to face increased disruptions at both their upstream
and downstream interfaces, which may have made it harder for them to stay in business.
Accordingly, I now turn to a quantitative investigation of the Michelin Guide's entry into New
York City for the purpose of examining the effect of Michelin stars on restaurant exits. Strategic
management research has long used the creation and dissolution of organizations as a core mea-
sure of performance (Josefy et al., 2017), and foundational research on third-party evaluation
has focused on survival as a key metric (e.g., Rao, 1994). While other measures can also yield
important insights, focusing first on examining restaurant exits provides a critical overarching
outcome of interest that could be driven by value network reactivity to third-party evaluation.

4.1 | Data and method

4.1.1 | Data

Data collection was focused on establishing the set of restaurants that were potentially “at risk”
of receiving a Michelin star following Michelin's entry into New York City in 2005. Fortunately
for research purposes, this setting provides an alternative third-party evaluator that can be used
to develop a baseline sample of such restaurants—the New York Times restaurant critics who
focus on evaluating the city's new restaurants. Accordingly, dataset construction began with
compiling the list of all newly opened restaurants, inclusive 2000–2014, that received a New
York Times starred review, which establishes a set of subjects that received a favorable profes-
sional critic evaluation during their first year of operation.6 The continued operation or exit of
these restaurants was then tracked through 2019. This provides the foundation for a two-decade
panel dataset of elite New York City restaurants that were at risk of receiving a Michelin star
and yields a total of 2989 subject-year observations of 276 different restaurants7 (see Table 1).

4.1.2 | Dependent variable

The dependent variable for the primary analyses is an indicator of whether a restaurant has
gone out of business in a given year or not. Accordingly, the dependent variable is a binary

6The focus on identifying entry cohorts as part of the research design helps address concerns about selection and
immortality bias (e.g., Webster, 2011). Likewise, extremely long-standing restaurants may face different social or
economic conditions because of upstream value chain integration or solidified relationships, and their responses to
third-party evaluations may also differ. Restaurants are observed through 2019 and new ones are not admitted to the
sample after 2014, which means that even right-censored subjects will be observed for at least 5 years. Supporting
Information Appendix 2 provides additional information about dataset construction.
7These initial subject selection criteria can be validated as establishing an effective sample of restaurants that were at
risk of receiving a Michelin star by reconciling these data with the fact that it is known, ex post, which restaurants
obtained a Michelin star: Only 13 of the Michelin-starred restaurants that could have been considered in the study
window did not receive a New York Times review before their Michelin star, and only four Michelin-starred restaurants
had previously obtained no stars in their New York Times review. In essence, a favorable New York Times evaluation
can be seen as a precursor to being awarded a Michelin star. Results are, nevertheless, consistent when using an
expanded sample with these 17 restaurants included; see Supporting Information Appendix 3.
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variable that equals one if restaurant i is closed at time t and zero in all other years since its
founding. For the set of 276 restaurants in the sample, there are 77 observed exits (28%), and
the rest of the subjects did not exit through 2019 (i.e., are right-censored). Thus, at the level of
the subject-year observation, the dependent variable consists of zeros until the year in which a
restaurant exits, when it becomes one.

4.1.3 | Independent variable of interest

The primary independent variable of interest is Post Michelinit. This variable indicates whether
restaurant i had received a Michelin star at time t. Thus, it is equal to one if restaurant i at time
t has been awarded a Michelin star in any year prior to (and including) year t and zero other-
wise. Among the 276 restaurants in this baseline sample, 92 are awarded a Michelin star (33%).8

4.1.4 | Control variables

The control variables cover a wide range of potential influences on restaurant survival and con-
sider restaurant characteristics and local conditions that may impact survival. Controls include
a restaurant's year of opening, the lead restaurateur's gender, if a restaurant is part of a larger

TABLE 1 Descriptive statistics and correlation matrix.

Descriptive statistics and correlation matrix for selected
variables

Descriptive statistics Correlation matrix

Subjects Mean Std. Dev. 1. 2. 3. 4. 5.

Year opened (1) 276 2008.1 3.8852 1

Michelin starred (2) 276 0.3333 0.4723 −0.0264 1

Female (3) 276 0.1268 0.3334 0.0645 0.0770 1

Restaurant group (4) 276 0.4710 0.5001 0.1749 −0.1283 −0.0978 1

NYT stars (5) 276 1.7101 0.7156 0.0309 0.4914 0.0175 0.0577 1

NYT cost (6) 276 3.0254 0.7695 −0.0650 0.2668 −0.0693 0.1673 0.3634

Year exit (7) 77 2014.99 2.9041

Note: Baseline data consist of 2989 subject-year observations of 276 subjects (restaurants) and 77 exits. This includes 2084

observations of non-Michelin-starred restaurants (184 subjects), and 905 observations of Michelin-starred restaurants (92
subjects). For the 92 Michelin starred restaurants, 175 subject-year observations occur before their receipt of a Michelin star,
and 730 subject-year observations occur after receiving their Michelin star.

8This highlights the Michelin Guide's conservative orientation, preferring errors of omission to having their evaluation
methods questioned. Michelin Guide editors have similarly commented: “You may disagree with our choice of stars, but
no one can question our methods” (Ferguson, 2008, p. 53). This exclusivity may lead two very similar restaurants to find
themselves on different sides of the ambiguous Michelin star threshold for idiosyncratic reasons. This randomness
aspect emerged in one interview with a restaurateur who had been awarded a Michelin star; she commented: “I trust
them [the Michelin reviews] to a certain degree, but you have to see them with a grain of salt because they are personal.
Food is subjective.”
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restaurant group, a restaurant's critic rating and price point as provided in their New York
Times review, a restaurant's cuisine genre (14 cuisine-type classifications), a restaurant's loca-
tion in New York City at the ZIP code level (43 ZIP codes), and the density of these restaurants
located within a restaurant's ZIP code in a given year. See Supporting Information Appendix 4
for an expanded discussion of these control variables.

4.1.5 | Method

The overarching empirical goal here is to estimate the effect of a Michelin star on time to res-
taurant exits, and my primary methodological approach is event history analysis using paramet-
ric proportional hazards model regression (see Allison, 2014; Cleves et al., 2016). The use of
parametric proportional hazards models requires the specification of a functional form for sub-
ject transition rates—that is, when restaurants exit. While similar estimates are observed for the
variable of interest across regressions using the exponential, Weibull, and Gompertz specifica-
tions (see Supporting Information Appendix 5), the simplest exponential form is used for ana-
lyses presented in the main text, which follows Kalnins and Mayer's (2004, p. 1720) approach to
model specification for this type of empirical investigation (see also Baum & Ingram, 1998;
Baum & Mezias, 1992; Kalnins, 2016). Regression results from semiparametric Cox proportional
hazards models are also included in the subsequent tables for robustness.9

The parametric exponential proportional hazards model assumes that the baseline hazard is
constant, and it can be defined by the following specification: ri(t) = exp(β0 + Xi(T)β),
T < t < T + 1, where ri(t) is the instantaneous rate of failure, Xt is a vector of covariate values at
time T, and β is a vector of coefficients. This exponential specification assumes that a subject's
instantaneous transition from active to exit at time t does not depend on t, but instead only on
the vector of covariates. To account for the fact that covariates can change over time, I use a
standard multiple-spells formulation. This means that each subject's lifespan is broken down
into 1-year spells for years in which they are active and at risk of exit, and therefore each yearly
spell is an observation that is right-censored unless the restaurant exits in that year. STATA ver-
sion 17 is used to obtain maximum likelihood estimates of the effect of covariates.

4.2 | Results

An overview of the underlying data indicates an ostensible disparity in the overall exits of
Michelin-starred restaurants compared to non-Michelin-starred restaurants. Within the set
of 276 restaurants, there are 77 observed exits. Among Michelin-starred restaurants, 42 of these
92 subjects exit during the study window, and the rest are right-censored. For non-Michelin
starred restaurants, 35 of the 184 subjects exit within the study window, and the remaining
149 are right-censored. Within the subset of exiting restaurants, mean years-active exit for
Michelin-starred restaurants is 8.05, whereas mean years-active at exit for non-Michelin-starred
restaurants is 9.2.

9Cox proportional hazards models (Cox, 1972) are often used in related literature because they do not require specifying
a functional form (see Katila & Shane, 2005; Winter et al., 2012). See also the modeling considerations overview in
Supporting Information Appendix 6.
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The first set of regression results are presented in Table 2. Models 2 through 7 introduce
control variables one-by-one, where Model 7 will include all control variables and Model
1 includes only the independent variable of interest, Post Michelin, and the vector of controls
for restaurants' opening year cohorts. Model 8 is the semiparametric Cox proportional hazards
model estimates with the full set of control variables. The results presented in Table 2 show pos-
itive, economically significant, Post Michelin coefficients that range between 1.308 (Model 3:
p < .001; 95% CI: [0.884, 1.732]) and 1.564 (Model 7: p < .001; 95% CI: [0.924, 2.204]). This effect
appears stable across model specifications, and the 95% confidence intervals on all models in
Table 2 are largely overlapping. These results indicate that being awarded a Michelin star corre-
sponds to an increase in the likelihood of restaurant exit and are consistent with the theoretical
framework and qualitative material.

4.2.1 | Matched sample analyses

The prior analyses are reconducted using matched samples to address possible concerns that
observable differences between the set of Michelin-starred restaurants and the counterfactual
could be biasing estimates of restaurant exits. While this technique omits data (i.e., subjects are
excluded from analyses), it helps ensure a stronger counterfactual by matching observations
that are most similar based on observable covariates (Angrist & Pischke, 2008; Gelman, 2009;
Stuart, 2010).10 Following this logic, I construct two datasets for additional analyses using pro-
pensity score matching (e.g., Pearl, 2010). The first matched sample is created from the 276 res-
taurants used in the primary analyses, and it uses the full set of control variables to develop a
profile for each restaurant that is awarded a Michelin star to identify the characteristically
nearest non-Michelin-starred restaurant (one-to-one matched without replacement).11 This
matched sample dataset contains 1936 subject-year observations of 184 subjects (92 Michelin-
starred) with 62 observed exits. The second approach, an enhanced matched sample, further
conditions on a restaurant only ever being a recipient at the one Michelin star level. This
restriction helps to address concerns that there may be something fundamentally different
about the behavior of restaurants that obtain higher star levels, either through selection or post-
treatment behavior, that could affect the soundness of the counterfactual.12 The criteria modifi-
cation, thus, excludes some subjects from the initial pool of treated restaurants that may be con-
sidered for one-to-one matching and yields 1475 observations of 140 subjects (70 Michelin-
starred) with 48 exits in the enhanced matched sample.

10Stuart (2010, p. 2) notes that the use of matched samples is “complementary and best used in conjunction” with a
review of a full sample. Angrist and Pischke (2008, p. 63) advocate for starting with traditional regression analyses prior
to implementing matching procedures. This work follows such a design.
11See again Supporting Information Appendix 2, which provides an overview of the research design and dataset
construction. Appendix 7 presents additional summary statistics for these datasets. Appendix 8 contains additional
comparison for cuisine and location distributions.
12Following matching, there persist some covariate differences between the treatment and control groups. Mean New
York Times star ratings of Michelin-starred restaurants, for example, are greater than non-Michelin-starred restaurants.
While the matched samples and the inclusion of corresponding control variables seek to hold constant remaining
differences, it is still possible that observable and unobservable differences may bias estimates. Other approaches that
seek to help address these elements include various within-ratings subsample analyses and a New York Times star
rating balanced matching; these analyses provide results that are largely consistent with those presented in the main
text (see Supporting Information Appendix 9).
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The results reported in Table 3 appear to corroborate the findings from the primary ana-
lyses. Model 1, for example, which is the parametric regression inclusive of all controls, shows a
positive coefficient on Post Michelin (β = 1.295; p < .001; 95% CI: [0.659, 1.932]) using the mat-
ched sample, which overlaps with the corresponding Post Michelin estimates using the full sam-
ple (Table 2, Model 7: 95% CI: [0.924, 2.204]). The results from the enhanced matched sample
are also consistent with prior analyses. The parametric regression estimates for Post Michelin in
Model 2 indicate a 95% confidence interval of [0.477, 1.823] (β = 1.150; p = .001). While
matching does not completely resolve issues of observable differences or the potential for
unobservable differences between groups, these results nevertheless help provide additional
consistent evidence suggesting that Michelin stars are associated with an increased likelihood
of restaurant exits.13

4.3 | Supplementary analyses

I next turn to a series of supplementary analyses that can help paint a more complete picture of
Michelin stars' effects on focal firms' value networks. The theoretical framework and qualitative
material indicated that reactivity across the value network created challenges for Michelin-
starred restaurants that affected their ability to capture value. The following subsections, there-
fore, extend from the prior analyses to help substantiate this line of reasoning, bring in new
data to contextualize the primary quantitative findings, and provide additional robustness.

4.3.1 | Search intensity for Michelin restaurants

As the theoretical framework and qualitative material indicate, one should expect that changes
in attention correlate with changes in expectations as Michelin stars direct interested con-
sumers to the star-recipient restaurants. I can investigate this more directly by bringing in
source-localized measures of Google internet search intensity for these restaurants.14 The tem-
poral granularity of these internet search data allows for a more fine-grained assessment of
changes in attention, and the panel dataset is therefore recalibrated to the month-year period
of observation between January 2004 and December 2019.15 The two dependent variables in
these analyses are log-transformed measures of normalized internet search intensity for restau-
rant i in month t and are distinguished based on whether the search originated from (1) any-
where within the United States or (2) just within New York State. These datasets contain

13A variety of additional analyses serve as robustness checks and enhance confidence in the primary finding that
Michelin stars correspond to a greater probability of restaurant exits. These include analyses that use a narrower
opening cohort window (see Supporting Information Appendix 10) and geographically constraining analyses to
Manhattan only (see Appendix 11). Likewise, conceptually similar results are obtained when using alternative time
invariant model specifications (see Appendix 12).
14Restaurants for which Google search history data was unavailable were necessarily dropped from these analyses. This
includes 25 subjects for searches originating in the United States and 32 for searches originating in New York State.
15These search data only become available starting in 2004. While this left censors subjects that opened prior to 2004,
there are still both pre- and post-treatment period observations for all subjects. Likewise, by including opening cohort
fixed effects, the regressions still hold constant the fact that observations for these subjects begin at t > y1. Note also that
subsample robustness checks that omit all left-censored subjects provide consistent estimates (see Supporting
Information Appendix 13).
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(1) 30,551 month-year observations of 251 restaurants and (2) 29,209 month-year internet sea-
rch observations of 244 restaurants, respectively.

Presented in Table 4, results from ordinary least squares (OLS) regressions display positive
coefficients for the variable of interest, Post Michelin (see Supporting Information Appendix 14
for expanded tables), which indicate that Michelin stars led to greater attention for these recipi-
ent restaurants. This coefficient from Model 1 can be interpreted to mean that receiving a
Michelin star results in a 35% increase in internet search intensity across the United States
(β = .297; p < .001; 95% CI: [0.156, 0.437]). These results reinforce the earlier qualitative find-
ings that Michelin stars directed attention to starred restaurants, and this may correspond to

TABLE 3 Analyses of restaurant exits, matched samples.

Parametric (exponential) and Cox proportional hazards model estimation of restaurant exits,
matched samples

1 2 3 4

Parametric (exponential) Semiparametric Cox

Matched
sample

Enhanced matched
sample

Matched
sample

Enhanced matched
sample

Coef/(SE) Coef/(SE) Coef/(SE) Coef/(SE)

Post Michelin 1.295 1.150 1.202 1.406

(0.325) (0.343) (0.398) (0.358)

Female 0.173 0.097 0.301 0.064

(0.340) (0.385) (0.408) (0.386)

Restaurant group 0.148 −0.391 0.156 −1.214

(0.442) (0.604) (0.612) (0.746)

NYT stars ★★ −0.121 −0.167 −0.009 0.031

(0.330) (0.446) (0.407) (0.443)

NYT stars ★★★ −0.582 −0.341 −0.434 −0.446

(0.407) (0.703) (0.544) (0.709)

NYT cost $$ 0.808 −0.247 0.850 −0.555

(0.446) (0.551) (0.616) (0.620)

NYT cost $$$ 0.542 −0.659 0.612 −0.367

(0.358) (0.464) (0.551) (0.469)

ZIP code density 0.004 0.005 0.002 0.002

(0.001) (0.002) (0.002) (0.001)

Cuisine genre
controls

INCLUDED INCLUDED INCLUDED INCLUDED

Location controls ZIP CODE ZIP CODE ZIP CODE NEIGHBORHOOD

Note: Results are coefficients from parametric (exponential) and Cox proportional hazards model estimation of restaurant exits.

Positive coefficients indicate higher probability of exit. Coefficients can be exponentiated to obtain hazard ratios. All models
include opening year cohort fixed effects. Neighborhood location controls are included in Model 4 (Cox) due to computational
issues with ZIP code level effects. Robust standard errors are clustered at subject (restaurant) level and appear in parentheses
below coefficients. Models 1 and 3: Analysis of 1936 observations; 184 subjects; 62 exits. Models 2 and 4: Analysis of 1475
observations; 140 subjects; 48 exits.
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restaurateurs' description of the changing composition of consumers and heightened expecta-
tions. In this vein, one interviewee reflected on their experience of changing attention following
a Michelin star, noting that: “All of a sudden, we went from being not a busy restaurant to
being in everybody's eye and being overly scrutinized.”

4.3.2 | Employee and chef activities

Building from the primary quantitative analyses and insights from the qualitative material, I
now incorporate additional data to investigate the relationship between employees and
Michelin stars. First, at the firm level, this includes information about the total count of
employees who have ever been listed as employed at a given restaurant throughout its lifetime
using the Chef and Restaurant Database.16 There are two dependent variables derived from
these data: (1) a count of total employees at restaurant i; (2) a count of total employees at res-
taurant i normalized by the restaurant's total years in operation. Second, at the subject-year
level, data were obtained from media coverage of these restaurants primarily from the New
York Times' “On the Move” and GrubStreet's “Chef Scramble” subsections. This allows me to
create a binary dependent variable that is equal to one if there is a chef departure at restaurant
i in year t and zero otherwise.

The results of these analyses of employee activities appear in Table 5. Using Poisson regres-
sion, Model 1 and 2, respectively, provide an analysis of employee counts and normalized
employee counts. Models 3 through 6 are analyses of chef departures, and they apply the para-
metric (exponential) and semiparametric Cox modeling approach used in the prior analyses,17

except now the dependent variable is the departure of a chef at restaurant i in year t. Models
7 and 8 examine chef departures using OLS estimation with a standard difference-in-differences
set up that includes either random (Model 7) or fixed effects (Models 8) to control for
unobserved heterogeneity (Greene, 2000). The results in Table 5 seemingly point in the same
direction—namely that Michelin stars may be associated with greater instability of employees.
For example, the Michelin Restaurant coefficient in Model 1 can be interpreted to mean that
Michelin-starred restaurants have a 0.474 difference in the log of employees associated with the
restaurant over their lifetimes (p < .001; 95% CI: [0.316, 0.633]). Converting the output to inci-
dence rate ratios indicates that Michelin-starred restaurants have more employees associated
with their restaurants by a factor of 1.61. Analyses further suggest that Michelin stars corre-
spond to a greater probability of chef departures. Converting coefficients to hazard ratios from
Model 4 shows that the retaliative hazard of chef departures is 84% greater following a restau-
rant's receipt of a Michelin star (β = .608; p = .037; 95% CI: [0.038, 1.177]).

These results appear consistent with the qualitative evidence suggesting that Michelin stars
increased instability in restaurants' relationships with their employees. Examples from the set-
ting further illuminate this point: The restaurant Corton, which opened in 2008, received two
stars in four consecutive appearances in the Michelin Guide (2010–2013). Despite the seemingly
successful run of Corton, it abruptly shuttered in 2013 when the chef, Paul Liebrandt, decided

16Not all restaurants are covered in The Chef and Restaurant Database. Data were obtained for 226 restaurants from the
baseline dataset, with 14 Michelin-starred and 36 non-Michelin-starred restaurants missing. Statistical tests do not
indicate a difference in the distribution of coverage of these subjects as it correlates to Michelin stars.
17Consistent results are obtained when using parametric models with Weibull and Gompertz specifications (see
Supporting Information Appendix 15), but again only results from the exponential model are reported in the main text
for brevity.
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to depart and start his own competitor restaurant, The Elm. Owner-manager Drew Nieporent
went on to say that: “At the end of the day, we just couldn't make it work financially. […] Your
partner cannot be your competitor” (Gordinier, 2013).18

5 | DISCUSSION AND CONCLUSION

This article examines the Michelin Guide's entry into New York City, and the results indicate
that restaurants were more likely to exit after having received a Michelin star. Evidence pro-
vided by an abductive mixed-method investigation suggests that the increased likelihood of a
Michelin-starred restaurant ceasing operations was a second-order consequence of reactivity
across their value network. That is, evaluated restaurants, their competitors, and their exchange
partners all responded to Michelin's evaluations, which created new challenges for the star
recipients. At restaurants' upstream interface, the availability of outside opportunities and the
enhanced bargaining positions of employees, landlords, and other suppliers appears to have
made it more difficult for Michelin-starred restaurants to capture value. Downstream exchange
partner reactivity, too, appears to have led to new challenges for restaurants. Changing cus-
tomer expectations, especially as new customers entered the market, may have driven up costs
when restauranteurs responded with certain types of operational changes.

So, despite the widespread acclaim that came with restaurants receiving a Michelin star, the
evidence ultimately suggests that reactivity across the entire value network engendered new
challenges that increased the likelihood of their exit. Thus, while favorable third-party evalua-
tions are often a source of celebration for recognized entities, this work adds to a body of recent
scholarship underscoring how third parties play complex roles in shaping markets and may

TABLE 4 Analyses of restaurant attention.

Ordinary least squares estimation of restaurant internet search intensity

1 2 3 4

Internet searches originating from Internet searches originating from

The United States of America New York State

Random effects Fixed effects Random effects Fixed effects

Coef/(SE) Coef/(SE) Coef/(SE) Coef/(SE)

Post Michelin 0.297 0.297 0.199 0.202

(0.072) (0.072) (0.061) (0.062)

Michelin restaurant −0.087 0.005

(0.073) (0.063)

Note: Results are coefficients from ordinary least squares estimation. Robust standard errors are clustered at subject level and
appear in parentheses below coefficients. All models include month-year of operation and opening year cohort fixed effects,
Models 1 and 3 include all control variables, Models 2 and 4 includes ZIP code density controls. Models 1 and 2: Analysis of
30,551 observations; 251 subjects. Models 3 and 4: Analysis of 29,209 observations; 244 subjects.

18Other cases in which competition emerges from the movement of chefs appear commonly in these data. A review of
archival material indicates that nearly one-third of the chefs observed departing a focal restaurant in the dataset did so
to start their own New York City restaurant or to work at another established New York City restaurant.
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produce significant unintended consequences (e.g., Favaron et al., 2022; Gergaud et al., 2015;
Lewis & Carlos, 2022; Luca & Zervas, 2016; Ody-Brasier & Sharkey, 2019; Wang et al., 2016).
Accordingly, this article helps offer new insights for related research on third party engendered
status dynamics and integration within VBV approaches.

5.1 | Contributions to research on third parties and status dynamics

Organizations that win prestigious awards, are highly rated, or sit atop venerated rankings may
generally be assumed to be better off than they would otherwise be due to their enhanced status
positions; however, this assumption discounts the fact that even favorable evaluations can cre-
ate new types of challenges for focal firms as actors across the value network respond to an
evaluation (e.g., Lewis & Carlos, 2022). By recognizing third-party evaluations as double-edged,
this article helps highlight how even favorably evaluated entities may find themselves more fre-
quently experiencing adverse outcomes. Investigating the mechanisms driving performance het-
erogeneity from third-party evaluations will be a key to progress for work in this space.
Building further from recent research on both the positive (e.g., Kim & King, 2014; Roberts
et al., 2011; Rossman et al., 2010; Sharkey, 2014; Simcoe & Waguespack, 2011) and negative
consequences of status (e.g., Favaron et al., 2022; Hahl et al., 2017; Jensen & Kim, 2015;
Kov�acs & Sharkey, 2014; Moore et al., 2019), future work exploring heterogeneity in outcomes
can advance our understanding about when and why favorable evaluations benefit or harm
focal firms.

This article builds from key prior findings related to the Michelin Guide's entry at various
locations. Most notably, Favaron et al. (2022), who show that Washington DC restaurants
responded to Michelin's entry by modifying their self-presentation to highlight value, authentic-
ity, and descriptive attributes through menu refinements that were intended to align with the
perceived fit of the Michelin Guide, and Gergaud et al. (2015), who indicate Michelin's influ-
ence in encouraging New York City restaurants to engage in nonfood investments. Moreover,
Gergaud et al. also indicate that corresponding price increases only enhanced covered restau-
rants' chances of survival if their perceived food quality also increased. While these works more
generally focus on the internal activities of restaurants who were included more broadly in the
Michelin Guide, rather than value network reactivity with respect to the long-term survival of
Michelin-starred restaurants, they nicely fit together with this article to foster a deeper under-
standing about how third parties impact the beliefs and behaviors of market actors. Indeed, our
articles jointly underscore that the reactions of evaluated actors, realized and unrealized
exchange partners, competitors, and other stakeholders are crucial for understanding the com-
plexity in how consequences of evaluations manifest in markets. The managerial implications
of this are perhaps most salient with respect to mitigating value chain disruptions, possibly
through the better alignment of actor incentives to ensure stability, and there is also an oppor-
tunity for future work to explore various business activities of actors that receive status bumps
(in the case of restaurants: cookbooks, pre-packaged foods, etc.), but are distinct from their eval-
uated business (e.g., Surlemont et al., 2005). In addition to vertical and horizontal diversifica-
tion, prior research about third-party evaluations and career trajectories (e.g., Groysberg
et al., 2008; Negro et al., 2022; Reschke et al., 2018) and labor market mobility (e.g., Galperin
et al., 2020; Roberts et al., 2011) offers a strong foundation for such an investigation.

It is plausible that there is significant within-industry variance in outcomes, and scholarship
that investigates potential bifurcations in outcomes both within and across empirical settings
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will help extend this article by providing a richer understanding of the role of context in
explaining behavior. In this particular context, the psychological pressure of maintaining a
Michelin star can make restaurateurs particularly susceptible to individual-level anxieties (see
also Street, 2020), which may spill over to the operation of the business. It also is likely that spe-
cific managerial choices moderate the effects of favorable or unfavorable evaluations, which
would be consistent with and contribute to related research that has documented the impor-
tance of managerial experience (e.g., Bloom et al., 2013; Wade et al., 2006). Work that can lever-
age data about more granular operational decisions and nuanced responses of value network
actors will better speak to issues related to the effects of status dynamics and third-party
evaluation.

5.2 | Contributions to research on third parties and value-based
strategy

A core contribution of this work is its extension of the VBV perspective, which provides a theo-
retical framework that considers reactivity to third-party evaluations across the value network.
In doing so, this article widens the lens of value-based strategy to build from and contribute to
the long-standing body of work in management and adjacent fields that has addressed the
effects of various types of third-party evaluations. Likewise, this framework highlights how
social and psychological factors can be fruitfully integrated with VBV to provide a nuanced
understanding of how value is distributed (e.g., Cattani et al., 2017, 2018). Better understanding
the particularities of value network reactivity against the backdrop of various evaluation instru-
ments is likely a worthwhile line of inquiry (see also Gallus & Frey, 2016). Experimental work
that can overcome potential selection issues by artificially manipulating evaluations could be
used to tease apart very nuanced reactions to third parties. A potential limitation of this article,
therefore, is its focus on a narrow set of performance outcomes—namely firm exits. To the
extent that researchers can gain access to detailed financial information and reports, which are
often private (see Greenberg et al., 2024; Luca, 2016), there are unique opportunities to leverage
this work to better understand strategic behavior and decision-making.

Although there has been particular emphasis on highlighting and explaining the ostensibly
high rates of Michelin-starred restaurant exits, it is important to stress that not all effects of
Michelin stars are negative. The evidence here very much suggests that Michelin stars are
double-edged. For example, while one interviewee underscored how Michelin stars created
opportunities for her employees to leave, she also balanced this in describing how the recogni-
tion enhanced her reputation as an excellent trainer of young chefs (see also Tan &
Rider, 2017). Noting still that this turnover was difficult and costly for her business, she
highlighted that this was how she had gained her start: “And I think, you know, I benefited
from that as well. You know, having [Michelin-starred restaurants] under my belt helped my
career as well.” This points to the important role of chefs in organizing value creation and cap-
ture in this setting (see also Di Stefano et al., 2014, 2017; Lane, 2014; Rao et al., 2003, 2005), and
it highlights an opportunity for leveraging VBV in disentangling third parties' effects on compe-
tition across contexts (e.g., Chatain, 2011).

Increases in willingness-to-pay and the expanded pool of interested customers may imply
the possibility of greater pricing power for firms in some industries. This, however, needs to be
recognized against a backdrop of other work that has indicated that restaurants do not appear
to take advantage of such opportunities for a variety of reasons (e.g., Becker, 1991; MacDonald &
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Aaronson, 2006). Especially then, at the downstream interface, it may be fruitful for future
work to estimate the relative welfare benefits across different markets from third-party evalua-
tions due to upstream reactivity. Consumer surplus, for example, may increase as these
evaluations signal what is in demand and, therefore, attention may drive an expansion of sup-
ply in that space (e.g., Sohn et al., 2024). Indeed, a market rich with new entrants and competi-
tion can produce innovative and creative offerings that add value for consumers, as well as to
upstream actors looking into new possibilities (see also Leschziner, 2015; Opazo, 2016;
Tan, 2020).
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