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Attainment discrepancy, organizational slack, and prospect framing
Osamu Suzuki
The research on exploitation and exploration has been firmly rooted on our understanding about risk preferences. This is primarily because these two organizational learning patterns are distinctly different not only in terms of search direction, but also in terms of risks associated with them. As managers pursue more and more explorative learning, they are more likely to suffer disappointing results either in positive or in negative extremes. In other words, the result from exploration is more volatile and variance-enhancing
. On the other hand, exploitation, a polar counter-part for exploration, is mean-enhancing (ibid.), in that managers are able to realize more and more reliable results by repeating exploitative learning. Exploiting organizations may not enjoy spectacular success, but at the same time, they do not have to worry about unexpectedly unfavorable results. One important consequence of this dichotomous comparison is that exploitation is said to crowd out exploration
. Because managers are risk-averse in most of the cases, the balance between exploitation and exploration easily gets skewed in favor of more frequent exploitation.
This reasoning shows a very close relationship between risk preferences and exploitation / exploration argument. However, preceding research has primarily focused on how risk preference affects the choice between exploitation and exploration. In other words, the effects of different learning types on ensuing risk preference are relatively unstudied. It could also be said that the traditional perspective sees organizational learning as discreet, in that each learning is considered as mutually independent. 

However, organizational learning is more sequential in actual organizational contexts. Moreover, the observed level of managers’ risk preference is more strongly affected by how they shift their attention upon preceding learning, than by their coherent risk preference
. In other words, ensuing learning should be under a significant influence of preceding learning. 

The current paper tries to fill this gap by linking behavioral theory of organization and the theory of organizational learning. More specifically, how exploitation / exploration affects the amount of three antecedents for risk preference, i.e., attainment discrepancy, organizational slack, or prospect framing, is discussed. These antecedents then affect the type of organizational learning in turn, closing the cyclical sequence of organizational learning in which exploitation and exploration primes each other
. In other words, our aim is to clarify sequential dynamics of exploitation and exploration from a behavioral perspective.
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