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Trading in equity markets is increasingly dominated by institutional investors. Schwartz and Shapiro 
(1990) estimate that in 1989 about 70% of the trading volume on the NYSE was accounted for by 
member firms and institutional investors. In light of the importance of institutional traders, their impact 
on stock prices has received increased attention. (ADV, VERB, NUM., NOUN; ADV., NOUN, ADJ., 
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Trading in equity markets is increasingly dominated by institutional investors. Schwartz and 
Shapiro (1990) estimate that in 1989 about 70% of the trading volume on the NYSE was
accounted for by member firms and institutional investors. In light of the importance of 
institutional traders, their impact on stock prices has received increased attention. Some have 
suggested, for example, that the greater concentration of trading increases intraday price swings 
[Report of the New York Stock Exchange’s Panel on Market Volatility and Investor confidence 
(1990)].  

Numerous studies document portfolio managers’ inability to outperform various passive 
benchmarks, despite considerable effort to analyze and select stocks [Brinson, Singer, and 
Beebower (1991), Fama (1991), and Lakonishok, Shleifer, and Vishny (1992)]. This 
’implementation shortfall’ may be due to the costliness of actually executing trades [Perold (1988)]. 
Indeed, the heavy expenditure of resources by institutions on trading facilities and personnel 
suggests that execution costs may not be negligible and, moreover, that they are potentially 
controllable [Bodurtha and Quinn (1990)]. There is, accordingly, great interest in comparing the 
execution performance of different money management firms. In evaluating the profitability of 
various trading rules, researchers also find it necessary to adjust for the costs of trading. (JFE No. 
33 (1993): 173-199)
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Friedman (1960, 1991) proposes a uniform price auction, which he refers to as a ’Dutch Auction’, 
as a way to combat collusion, but he provides no equilibrium model of bidding behavior.  

Cammack (1991) examines U. S. T-bill auctions, while Hendricks and Porter (1989) and 
Hendricks, Porter, and Boudreau (1987) examine OCS oil-lease auctions. The results in this paper 
should be viewed as complementary to theirs. Cammack lacks the necessary data to analyze 
bidder-specific profits. Also, she is unable to compare uniform and discriminatory pricing as there 
is no regime change during her sampling period. Hendricks and Porter as well as Hendricks, Porter, 
and Boudreau document information asymmetries and collusion, but their institutional setting 
differs dramatically from that of the Mexican T-bill auction. (JFE No. 33 (1993): 313-340)
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The traditional view of trust adopted in marketing has been based on a purely psychological 
approach. Our research complements and extends that view to include sociological theories. (JM 
January 1993, Vol. 57: 81-101)
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The refined model predicts positive as well as negative stock price responses, consistent with
recent empirical evidence concerning the stock price effects of new stock issues (JFE 33 (1993) 
149-172).  
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Although exchange members certainly have an interest in promoting this view of the market, our 
analysis demonstrates that these claims may be more than self-interested attempts to maintain the 
status quo. We show, in fact, that the specialist system can be viewed as a market mechanism that
improves both the welfare of exchange members and the terms of trade for public customers by 
reducing the incentives to exploit informational asymmetries.  

Unlike Glosten’s results, ours apply to both specialist and competitive market-making 
mechanisms and suggest an alternative explanation for claims that the specialist system is a 
superior form of market organization.  

We extend Gammill’s analysis by showing that in addition to a ’carrot’ in the form of 
compensation for private information, the specialist’s ability to sanction brokers provides a ’stick’
that can be used to further mitigate the specialist’s adverse selection problem. In addition, the 
dependence of our results on repeated trade among a small contingent of identifiable trading 
partners provides a more satisfying explanation for the existence of floor exchange mechanisms. 
(JFE 1992, No. 32: 61-86)
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There are some perplexing aspects of closed-end funds that we do not address in this paper. We 
focus primarily on the cross-sectional variation in the discounts, rather than on the time-series 
variation. In addition, we do not attempt to explain why discounts typically increase after initial 
public offerings, or why some funds sell at premiums. Our evidence indicates, however, that 
regardless of the cause of the time-series variation in the discounts, there is a stable and significant 
cross-sectional relation between the discounts and the concentration of stock ownership. N@2	�
9::H%�A��'�HH)�FKHBF:9O�
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Limitations of the Study�

The study is not without its limitations. We have noted the potential impact of the setting on the 
results. The average age and the jobs of the survey respondents would seem to limit the 
generalizability of the results. The findings of the present study do, however, fit with the findings 
of the growing literature supporting the positive impact of monitoring in the workplace (Chalykoff 
& Kochan, 1989; Komaki, 1986; Larson & Callahan, 1990). More research is needed to test the 
present model on other populations. At a basic level, the present results can be generalized to 
industries in which teenage workers are prevalent, such as fast-food restaurants, grocery chains, 
and retail businesses. �

Also, the correlational data prevent the inference of causal direction. Although the hypothesized 
model suggests such causal direction, we recognize that causality cannot be shown without 
further study. The intent of the present study was to examine the relationships between methods 
of monitoring, justice dimensions, and OCB dimensions, and the model merely depicts the 
framework in which we believe the relationships exist. It is entirely possible that the relationships 
found in the data result from a reversal of causal direction. For example, the negative relationship 
between observation and OCB may actually indicate that general managers are more likely to 
observe employees who are not good citizens. Obviously, future research needs to focus on the 
causal directions of the links between variables (AMJ 1993, Vol. 36: 527-556)�
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Refining the Myers and Majluf model, by allowing for the realistic possibility of potential 
projects having negative net present values, leads to different predictions. The refined model
predicts positive as well as negative stock price responses, consistent with recent empirical 
evidence concerning the stock price effects of new stock issues. (JFE 33 (1993) 149-172) 
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This paper examines the price effect of institutional stock trading, using a unique data set that 
reports the transactions (large and small) of 37 large institutional money management firms. (JFE 

33 (1993) 173-199)
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In the next section of this paper, we discuss some differing views of the impact of institutional 
investors on stock prices and review relevant research. Section 3 describes our data in more detail. 
In section 4 we examine the issue of herding, and section 5 deals with feedback trading strategies. 
Section 6 presents direct evidence on the correlation between institutional demand and stock prices; 
section 7 concludes the paper. (JFE 32 (1992): 23-43) 
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As in any single study, the limitations map fruitful avenues for future research. Our 
conclusions derive from just one durable product class, refrigerators, for which the incentive for 
respondents to make careful choices is unknown. An important extension would be to use 
product classes for which respondents face the consequences of their choices or, better yet, for 
which the criterion is actual purchase behavior. Further, because our tests compared only main-
effect preference models, it would be useful to compare models that include attribute interaction 
effects. Finally, the comparisons of relative accuracy should be expanded to assess relative 
efficiency, the gain in accuracy relative to respondent time and effort. Multiple tasks may result 
in greater accuracy, but an important practical question is whether that increase in accuracy is 
worth the additional respondent burden. (JMR, Vol. XXX (February 1993), 105-114)�
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Another important direction for future research will be to assess the amount and quality of 
information that newcomers actually obtain from seeking. (��@�9::H%�A��'�HK%���'�H%�;;JB;<:'O�
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Overall, the main contribution of this study is its specification of links between the cognitive tasks 
of scanning and interpreting and organizational actions and performance. More generally, the study 
established an empirical basis for exploring and understanding linkages among cognition, action, 
and outcomes and provided some insight into sensemaking processes that contribute to variations in 
organizational performance.  

Although significant headway has been made in understanding sensemaking processes and their 
links to organizational outcomes, a significant research agenda remains. For example, the cyclical 
link between performance outcomes and scanning activities has been, with some exceptions (e. g., 
Milliken & Lant, 1991), ignored in the literature. Because cognition often begins with action 
(Weick, 1979), the boundaries and sequence of the sensemaking and performance constructs 
become blurred, especially when we consider cyclical or historical influences (cf. Cook & 
Campbell, 1979; Keats & Hitt,1988). Studies that incorporate scanning, interpretation, action, and 
performance outcomes from previous or overlapping time periods would further enhance 
researchers’ understanding of sensemaking, especially in terms of providing insights into causal 
directions over time. Such research would enable specific feedback and learning "loops" to be 
incorporated into the model based on the present findings (Figure 1).  

Future integrative research might also include systematic examination of the relative impact on 
sensemaking of individual characteristics (Hitt & Tyler, 1991), cross-level effects such as 
organizational strategy (Daft & Weick, 1984) and top management team structure (Thomas & 
McDaniel, 1990), and multilevel constructs such as image and identity (Dutton & Dukerich, 1991). 
Moving beyond single-level approaches to sensemaking research and adopting methods that 
facilitate longitudinal observations may help researchers address the key question of how 
organizations can perform differently despite facing the same environment. (AMJ 1993, Vol. 36, 
No. 2: 239-270)�
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These results suggest that care must be taken in questionnaire design to ensure that overall brand 
evaluations are not "artificially" influenced by previous attribute ratings. (@�7%� A��'� MMM�
N2�������9::HO%�FBKF@�

Empirical work must estimate the social influence pattern between consumers and collect data on 
which consumers are purchasing which products (@�7%�A��'��MMM%�N����9::HO%�9F;BE9%����"�����
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