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ABSTRACT

This paper examines how cultural holes that exist at the intersection of insti-
tutional fields influence the exploitation of entrepreneurial opportunities.
Through an exploration of physician-founded ambulatory surgery centers in
the United States, we examine how the presence of cultural holes presented
doctors with alternative beliefs, values, and practices to overcome the cultural
constraints around entrepreneurship within the medical profession. In doing so,
this study extends cultural entrepreneurship research by bringing cultural holes
to the forefront, empirically showing how they facilitate entrepreneurial action
and proposing other contexts where cultural holes may affect entrepreneurial
actions and outcomes.

Keywords: Cultural holes; institutional theory; entrepreneurship; health
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INTRODUCTION

Research on entrepreneurship has largely focused on how entrepreneurs discover
and exploit entrepreneurial opportunities (Shane & Venkataraman, 2000), with
contemporary studies emphasizing the ways in which such opportunities can be
endogenously created (Hiatt, Sine, & Tolbert, 2009; Sine & Lee, 2009). Recently,
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cultural entrepreneurship scholars have argued that entrepreneurial opportunities
involve more than individual-level decisions and be “understood as part of a field
of action” that involves the intersections of culture, discourse, and identity that
provide the tools that enable and constrain entrepreneurial action (Lounsbury &
Glynn, 2019, p. 57).

We address this call by examining how the intersection of multiple institutional
fields provides doctors with alternative beliefs, values, and practices that allow
them to deviate from cultural pressures opposed to entrepreneurship within the
medical profession. Taking an institutional view, we define culture as the “beliefs,
norms, and behaviors that reflect particular areas of life” such as within insti-
tutional fields that permeate professions, organizations, and geographic regions
(Giorgi, Lockwood, & Glynn, 2015, p. 28). We consider how alternative cultural
forces that physicians experience in regional, organizational, and professional
institutional fields create cultural holes that promote the discovery and exploita-
tion of entrepreneurial opportunities. Empirically, we explore these issues through
an analysis of ambulatory surgery centers (ASCs) established in the United States
from 1990 to 2008. ASCs are health care facilities, where surgeries are performed
on an outpatient basis. These facilities are independent from hospitals and are
typically owned and operated by physician entrepreneurs. Despite the economic
incentives for physicians to start their own surgery centers, professional norms
within the medical profession during this period strongly discouraged the act of
physicians engaging in these kinds of entrepreneurial activities that go beyond
simply owning a private practice.

In the following sections, we outline the context of this study and explain how
technological advances created opportunities for physicians to establish their own
surgery centers and briefly trace the source of professional norms in medicine
opposed to this type of physician entrepreneurship. We then theorize how cultural
holes at the intersection of institutional fields can diminish the constraining cultural
influence of the medicine profession and propose a series of hypotheses that predict
the conditions under which physicians will be more likely to engage in entrepreneur-
ial activity by exploiting what may be viewed as a profitable, yet culturally deviant
(within the medical profession) opportunity (Crodieu & Monin, 2010).

RESEARCH CONTEXT: AMBULATORY
SURGERY CENTERS

New Opportunities Created by Technological Advances
For most of the twentieth century, nearly all surgical procedures were confined
to the hospital setting and carried out on an inpatient basis (requiring overnight
stay). However, following World War 11, a series of technical advances in anesthe-
sia and surgical procedures made it possible for minimally invasive surgeries to be
performed on an outpatient basis (no overnight stay). Outpatient procedures rep-
resented a radical departure from inpatient surgeries, by reducing the operating
time per surgery and by making it possible for patients to recover in the comfort
of their own home, thus eliminating costly overnight hospital stays.
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A few major hospitals in the United States, such as the UCLA Center for the
Health Sciences and the George Washington University Hospital were the first
to implement outpatient surgery techniques and by the end of the 1960s, several
other hospitals across the country had adopted these practices. For the most part,
outpatient surgical programs were a success and many members of the medical
community such as UCLA doctors, David Cohen and John Dillon were among
those who celebrated them for their convenience and efficiency. Comparing the
total cost of several procedures, Cohen and Dillon reported patient savings of
30-45 percent for outpatient procedures and estimated that during the two years
of their study (1963-1964) the efficiency gains achieved by utilizing outpatient
techniques saved approximately 1,000 hospital days (Cohen & Dillon, 1966). In
addition to these economic benefits, Cohen and Dillon (1966, p. 100) concluded
that the practice of outpatient surgery “is entirely safe, indeed safer than many
inpatient practices” and that it has “provided more effective use of hospital beds
and has increased the hospital’s public service.”

As increasing hospital adoption of outpatient surgery provided validation for
this new practice, physicians began to realize opportunities to create their own
surgery centers independent of hospitals. For physicians, creating a surgery center
represented a lucrative financial opportunity by allowing them to capture profits
not only from the surgeries they perform, but also from the facility usage fees
that would otherwise go to the hospital. Furthermore, surgery centers provide
added convenience by enabling physicians to have more control over scheduling,
enhancing efficiency, and increasing the volume of daily surgeries.

However, despite these financial incentives very few physicians established
ASCs in the early years. By 1975, there were only between 20 and 55 ASCs
across the nation (Marks, Greenlick, Hurtado, Johnson, & Henderson, 1980;
O’Donovan, 1976). Growth remained slow during the 1970s, but two key events
paved the way for more rapid growth in the 1980s. Most notably, the Omnibus
Reconciliation Act of 1980, which mandated Medicare to begin reimbursement
of procedures performed in ASCs. Around the same time, in 1981, the American
College of Surgeons (ACS) issued a statement formally endorsing the concept of
ambulatory surgery (Henderson, 1991). Yet, as Fig. 1 illustrates, physician estab-
lishment of ASCs was still limited through the 1980s and by 1990 just over 1,000
ASCs were in operation in the United States. Over the next 18 years, however,
the industry blossomed and by 2008 the total number of surgery centers in the
United States exceeded 5,000. It is interesting to note, however, that significant
variation remained in terms of where doctors were more active in founding sur-
gery centers. Fig. 2 shows the geographic distribution of ASCs in the United
States and reveals surprising patterns. For example, by 2008 only 91 ASCs were
in operation in New York, compared with 106 in Missouri — a state with less than
one-third of the population of New York.

What accounts for this variation? Beyond state regulatory policies and eco-
nomic conditions, we propose that the influence of culture is likely to shape the
likelihood that doctors will identify and exploit such opportunities. As we explain
in the next section, although technological advances created an appealing finan-
cial opportunity for doctors to found ASCs, strong cultural forces within the
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Fig 2. Geographic Distribution of ASCs in the United States as of 2008.

medical profession discouraged it. Because of these cultural constraints, we pro-
pose that much of the variation observed in this context can be explained by the
presence of cultural holes that provide space for discovery and experimentation
of alternative values, practices, and frameworks associated with entrepreneur-
ship. In the next section, we provide a brief overview of the medical profession
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and the strong culture within the profession that characterized entrepreneurship
as an inappropriate activity.

Entrepreneurship and the Culture of the Medical Profession

The profession of medicine provides a dynamic setting to explore cultural holes
that exist at the intersection of the medical profession and other spheres of cul-
tural influence (DiBenigno & Kellogg, 2014; Dunn & Jones, 2010). Throughout
much of early American history, doctors could be thought of as highly entrepre-
neurial. In fact, during the nineteenth century doctors commonly developed and
marketed their own tonics, potions, and cures leading some historians to argue
that during this time, no other group of actors “embraced the ways of the mar-
ket as actively as did popularisers, alternative healers, and quacks” (Starr, 1982).
In order to elevate the standing of their profession and establish themselves as
legitimate practitioners of medicine, doctors engaged in collective action through
mobilizing under the banner of the American Medical Association (AMA). Since
its founding in 1847, the AMA has been the primary professional association for
doctors. Part of its early mission was to mobilize resources and engage in efforts
to professionalize the practice of medicine.

These efforts included downplaying the types of entrepreneurial activity that
had been pervasive throughout the 1800s and emphasizing the values of patient
care based on scientifically sound methods. Central to these professionalization
efforts, the AMA worked to establish higher educational requirements, pro-
fessional licensure, ethical guidelines, and standards for practice (Starr, 1982).
Through this work, the professionalization of medicine led to a stronger empha-
sis on separating profit from patient care, and certain business practices were
explicitly condemned. Early on, the AMA code of ethics introduced language
unequivocally denouncing business practices such as advertising, saying that it
is “derogatory to the dignity of the profession ... to resort to public advertise-
ments” (American Medical Association, 1847, p. 98) and that physicians “should
not solicit patients” (American Medical Association, 1957, p. 2). During this time,
the AMA promoted a culture opposed to profiting from business activities other
than the direct care of patients. In fact, from the 1950s until the 1980s, the AMA
code ethics stated that “a physician should limit the source of his professional
income to medical services actually rendered by him, or under his supervision,
to his patients” (American Medical Association, 1957, p. 3, emphasis added).
While this pronouncement allowed for physicians to continue operating as self-
employed practitioners, it established strong cultural norms opposed to other
entrepreneurial endeavors such as owning health care facilities (like ASCs) where
they could generate passive income from services performed by other physicians.

This language drew the attention of the Federal Trade Commission (FTC)
that viewed such professional restrictions as contrary to the free-market princi-
ples outlined in the Sherman Antitrust Act. As a result of pressure from the FTC
and two major Supreme Court cases (American Medical Association v. Federal
Trade Commission, 1982; Goldfarb v. Virginia State Bar, 1975), the AMA was
forced to remove any language from its code of ethics that could be construed
as restraining free trade. Despite the removal of formal language denouncing
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entrepreneurial behavior, the anti-entrepreneurship culture remained embed-
ded in the profession. The persistence of this culture is evidenced by statements
by prominent members of the medical community, such as Dr Arnold Relman,
who served for 11 years as the editor of the prestigious New England Journal of
Medicine. During and after his tenure as editor, Relman was an outspoken critic
of physician entrepreneurship, publishing numerous articles, books, and opinion
pieces on the subject. Giving voice to the anti-entrepreneurship culture within the
medical profession, Dr Relman (1986, p. 209) proclaimed:

As a physician, we believe the medical profession’s first responsibility is to serve as a trusted
agent and adviser for patients. Physicians should be adequately compensated for their time and
effort, but not as businessmen. Unfortunately, too many physicians nowadays are succumbing
to the lure of easy profits, and are becoming entrepreneurs.

One recent medical school graduate we interviewed described how upon enter-
ing medical school he had intended to become an entrepreneur, but after going
through the socialization process of his medical training, he felt that entrepre-
neurship was no longer an option. Describing these cultural pressures, he said:

I think ... there is very much an unspoken negative connotation if one is pursuing non-clini-
cal interests. Patient care is constantly emphasized. Anything that compromises this is heavily
frowned upon. Anything. I mean it’s almost impossible to get time off to go to a loved one’s
funeral. If not taking care of patients, we are expected to be writing book chapters on surgical
diseases or publishing papers related to basic science or clinical medicine.

As these examples illustrate, despite the removal of formal restrictions against
entrepreneurship, cultural forces within the field of medicine persisted in discour-
aging doctors from engaging in entrepreneurship. Thus, our baseline expectation
is that absent cultural alternatives, professional norms opposing entrepreneurial
action during this period will deter doctors from exploiting opportunities to start
their own ASC.

THEORY AND HYPOTHESES

Cultural Holes and Entrepreneurship at the Intersection of Institutional Fields

Institutional theorists have stressed the importance of cultural forces in shaping
organizational and individual behavior (Scott, 2008). From this perspective, cultural
elements provide a shared understanding that constitutes social reality (Srivastava,
Goldberg, Manian, & Potts, 2018) and establish taken-for-granted assumptions about
how things should be done, setting forth templates and scripts for actions.! In this
way, culture provides a toolkit that shapes how entrepreneurs evaluate opportunities
(Rindova, Dalpiaz, & Ravasi, 2011). At the same time, culture — particularly in mature
fields — can also stifle entrepreneurial activity by restricting actors’ ability to see new
possibilities and keeping them from exploiting opportunities that may be perceived is
inconsistent with cultural prescriptions. In professional fields where culture restricts
both the discovery and exploitation of opportunities (Battilana, 2011), the availability
of narratives, identities, and values from overlapping fields may provide alternative
cultural elements that enable entrepreneurial action.
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Cultural entrepreneurship scholars refer to the space at the intersection of two
different institutional fields as “cultural holes” or areas where identities, discourse,
and culture from different fields can mix and blend (Lounsbury & Glynn, 2019).
Cultural holes create spaces where entrepreneurs can discover alternative activi-
ties and knowledge domains and are free to experiment with alternative identities
and practices via cultural bridging and bricolage (Baker & Nelson, 2005). For cul-
tural holes to exist, alternative cultural forces from adjacent fields must be strong
enough to make such differences salient. Thus, the size of structural holes — or
the space that fosters uninhibited discovery and experimentation — is dependent
on the salience of cultural alternatives at the intersection of institutional fields in
which actors reside. In the following section, we test this theoretical argument by
examining how cultural holes at the intersection of the medical profession and
overlapping institutional fields in this context operate to reduce the constraining
effect on the medicine professional on physician entrepreneurship.

Regional Culture

We propose that cultural holes that foster entrepreneurial opportunities can
exist at the interstice of the professional culture and geographic region. Early
scholars of organizations such as Weber (1958) pointed to cultural factors within
geographic regions by describing a “spirit of Capitalism” that drives economic
behavior. Using a similar phrase, Kirzner (1984, p. 56) discussed the “entrepre-
neurial spirit” as a measure of the positive prevailing local attitudes and cultural
elements favorable toward entrepreneurship. Although organizational theorists
have argued that regional differences in culture can influence economic behavior,
recent work emphasizes that these factors have often been overlooked (Marquis &
Lounsbury, 2007; Tilleman, Russo, & Nelson, 2021). Extending these theo-
ries, we propose that regions with a stronger culture of entrepreneurship will
provide a social context conducive to entrepreneurship even across dissimilar
industries, fields, and forms of organizations. Prior entrepreneurial endeavors
provide templates or blueprints for subsequent entrepreneurs to follow, and
entrepreneurs acquire tacit knowledge, social ties, and self-confidence from exist-
ing organizations (Sorenson & Audia, 2000). This knowledge can even be car-
ried from one industry context to another (Barley & Kunda, 2004). Successful
entrepreneurs often repeat the process themselves and instill their employ-
ees with entrepreneurial know-how (Burton, Sorensen, & Beckman, 2002)
and confidence which increases their abilities to identify and exploit oppor-
tunities. Through this process, the act of entrepreneurship becomes taken-
for-granted as a socially acceptable career path, and the act of entrepreneurship
itself may even be viewed as an institution (Saxenian, 1996; Tolbert, David, &
Sine, 2011).

Like other professionals, doctors do not live within a professional silo, and they
are influenced by cultural elements from multiple social spheres. In this regard, we
expect that the culture associated with the geographic region in which a doctor
resides can create a cultural hole that impacts their decision to engage in entre-
preneurship. In geographic regions with a strong culture of entrepreneurship, the
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cultural hole between the regional and professional cultures can provide a space
where doctors can discover and experiment with a set of alternative values, prac-
tices, and frameworks conducive for founding an ASC. For example, one doc-
tor interviewed by the first author mentioned that even though his medical peers
were skeptical of his intentions to start a new business, he was encouraged by his
interactions with individuals outside of the profession where he picked up tacit
knowledge about components of entrepreneurship that were consistently part of
the ongoing conversation. He indicated that this knowledge and cultural support
for entrepreneurship encouraged him to continue to pursue new business endeav-
ors, despite the contradictory forces in his profession. Accordingly, we argue that
in regions characterized by a stronger culture of entrepreneurship, it creates a
larger cultural hole that enhances the propensity for doctors to engage in entre-
preneurial behavior.

H1. ASC founding rates will be higher for physicians located in regions with a
stronger culture of entrepreneurship.

Culture of For-profit Health Care

Cultural holes that foster entrepreneurial opportunities can also exist at the inter-
stice between professional fields and organizational fields. Although early on hos-
pitals were primarily affiliated with religious organizations and took the form
of non-profit entities centered on providing a community good, since the 1980s
a migration of profit-centered, efficiency-based organizations have entered the
field, carrying with them the culture of managerial efficiency (Clark, Huckman,
& Staats, 2013; Scott, Ruef, Mendel, & Caronna, 2000). For-profit hospitals have
been found to be more oriented toward maximizing profits by entering more
profitable markets (Noether, 1988) charging higher rates (Watt et al., 1986) and
focusing on more profitable services (Pattison & Katz, 1983) than their non-profit
counterparts. In their in-depth study of institutional changes in the health care
field in the Bay Area, Scott et al. (2000) found that the increase of a managerial
cultural in the field of health care had a significant influence on various dimen-
sions of hospital performance. Notably, they discovered that after 1980, business
and managerial accreditations became a stronger predictor of hospital survival
than medical accreditations.

The corporate hospital model emphasizes efficiency and profit that are often
at odds with the community care espoused by non-profit hospitals. As the corpo-
rate run hospitals enter a region, they promote cultural change by instilling their
profit-oriented values and practices. Hospitals are particularly influential in the
medical field because they are one of the primary sources of training, employing,
and socializing physicians (Clark, Kuppuswamy, & Staats, 2018). In this function,
they not only propel new values regarding health care (i.e., efficiency), but they
also provide alternative knowledge, practices, and routines.

The advent of managed care has been shown to fundamentally change the role
of physicians (D’Aunno, Succi, & Alexander, 2000). One study reported that 94
percent of physicians indicated that managed care significantly altered the skills
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required to be a physician and of these respondents, 89 percent said that the most
essential new skills needed for their career success were those related to business
and administration (Bucci, 1999). Physicians at for-profit hospitals have also been
found to be less likely to express concerns about issues related to conflict of inter-
est (Musacchio, Zuckerman, Jensen, & Freshnock, 1986). This is particularly rel-
evant to the act of starting an ASC, because one of the major criticisms of ASCs
is that they violate ethics of conflict of interest by enabling physicians to refer
patients to a center in which they have a direct financial interest.

The ways in which for-profit entities can create a culture of managerial health
care is illustrated by Gawande’s (2009) investigation of health care in McAllen,
TX. Noting the proliferation of for-profit entities in this community, Gawande
(2009) writes:

About fifteen years ago, it seems, something began to change in McAllen. A few leaders of
local institutions took profit growth to be a legitimate ethic in the practice of medicine .... So
here, along the banks of the Rio Grande, in the Square Dance Capital of the World, a medical
community came to treat patients the way subprime-mortgage lenders treated home buyers: as
profit centers.

We argue that the intersection of the organizational field of for-profit health
care and the medical professional field creates a cultural hole that exposes doctors
to alternative cultural elements that portray entrepreneurship in a more favorable
light. A stronger culture of for-profit care is also likely to provide doctors with
business skills by creating a space where doctors gain experience with managing
the business side of patient care. Venturing into the cultural hole between the
for-profit organizational culture and the culture of medicine will ultimately lead
physicians to pursue entrepreneurial opportunities.

H2. ASC founding rates will be higher in areas characterized by a stronger
culture of for-profit health care.

Culture of Surgical Specialization

The presence of cultural holes may also arise from strategic efforts of actors within
a field to promote cultural alternatives. Although the AMA has served as the
dominant organization transmitting and representing the professional norms of
physicians within the field of medicine, it is not the only one. Professions are not
homogeneous communities, and as Scott et al. (2000) note, since 1940, the physi-
cian specialty population in the United States has gone from below 20 percent to
over 80 percent. The rise in physician specialization has led to the proliferation
of different specialty medical associations resulting in field fragmentation and
conflict over jurisdictional authority and standardized practices. As new profes-
sional associations emerge, their mission is to advance the cultures and practices
of their respective members even if it means creating turf wars over the authority
to define appropriate methods of health care.

For example, from its inception, the American College of Surgeons (ACS),
a specialty professional association for surgeons, has drawn the ire of the AMA.
The cultural belief of the ACS is that ambulatory surgery centers provided patients
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with greater access to high quality care in a more efficient and cost-effective man-
ner than hospitals where traditionally surgeries were performed. Moreover, going
against the norms of the AMA, the ACS formally endorsed the practice of free-
standing ambulatory surgery in 1981, signaling that such practices were safe and
appropriate. They also increased awareness and validated the efficacy of new prac-
tices by sponsoring and publishing research and disseminating information to the
public by engaging in cultural framing processes to recast these new practices as
congruent with the broader culture of medicine (Giorgi et al., 2015; Kellogg, 2011).

The ACS’s frames emphasized the benefits provided by ASCs in reducing
health care costs, providing greater access to care, and providing greater conveni-
ence for patients. This framing is illustrated in a letter the ACS sent to Congress
asking for favorable ASC reimbursement policies. In it, the ACS emphasized the
benefits to taxpayers and patients provided by ASCs, saying

not only have ASCs been shown to save Medicare more than $3 billion per year as an alterna-
tive setting to the hospital outpatient department, but they also provide a lower cost option for
patients in need of surgical care. (Hoyt, 2011)?

By framing ASCs as consistent with the culture of the medicine profession, the
ACS provided a narrative for surgeons to justify the act of establishing independ-
ent surgery centers and allowed for their culture to gain dominance over the tra-
ditional norms of medicine. We propose that the cultural hole at the intersection
of the surgical specialty and the broader profession of medicine provides a space
where physicians can access and experiment with alternative cultural elements
that increase their likelihood of engaging in entrepreneurship.

H3. ASC founding rates will be higher in states with a greater presence of pro-
fessional associations espousing an ambulatory surgery culture.

METHODS
Data

To test these hypotheses, we constructed a state level database of all ASCs estab-
lished in the United States from 1990 to 2008. This period captures the major
period of the initial industry growth as the number of ASCs ballooned from just
over 1,252 in 1990 to 5,229 by 2008. Data on all ASCs founded during this period
were obtained from the Center for Medicare & Medicaid Services (CMS) Provider
of Service File. In order to be eligible for Medicare or Medicaid reimbursement,
health care facilities must obtain certification from CMS. Reimbursements from
Medicare and Medicaid account for almost 40 percent of all procedures per-
formed at ASCs (MEDPAC, 2010).% In total, these data represent over 19 years
of entrepreneurial activity for all ASCs established in the United States.
Although arguments could be made for using different geographical demar-
cations as the unit of analysis, we focus on entrepreneurial activity at the state
level for several reasons. First, health care regulations are primarily adopted and
enforced at the state level and analysis conducted at more local levels (i.e., MSA,
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health services area, county, etc.) do not allow for consideration of variation in
state regulatory policies. Second, professional associations are typically organized
at the state level with individual state chapters cooperating to advance issues at the
national level but operating as independent entities focused on issues relevant to
members in the state. Finally, states represent one level on which to study regional
cultures and prior studies have indicated that state cultures play an important role
in shaping ideologies and behaviors (Erikson, Mclver, & Wright, 1987).

Dependent Variable

To analyze the founding rates of ASCs, we use a count of the total number of
ASCs founded in each state in each year. In this case, the founding event refers to
the date in which an ASC first began to provide ambulatory surgery services to
patients. This variable comes from the CMS Provider of Service File and includes
all ASCs founded from 1990 to 2008.

Explanatory Variables

In order to analyze the impact of regional-medicine cultural hole on ASC found-
ings, we identified three key measures that tap into distinct dimensions of this
construct: total number of new firms established (from all industries) in a state,
the number of venture capital firms operating in a state, and the number of ven-
ture-backed companies in a state. The total number of new establishments cap-
tures the overall level of entrepreneurial activity in the state. The number of VC
firms taps into the collective knowledge and infrastructure that has developed to
support entrepreneurship and is a symbol of the degree to which entrepreneurship
is institutionalized. We included the number of VC backed firms as an indicator
of high-profile entrepreneurial events that garner more attention and may thus be
more salient to actors in the field. It is important to note here that ASCs do not
typically obtain VC financing, so these two variables related to venture capital do
not measure resources directly associated with ASC foundings, but rather signals
of the institutionalization of entrepreneurship more generally. Data on new busi-
ness establishments were obtained from the US Small Business Administration
and venture capital data came from the SDC VentureExpert database. After
obtaining these three variables, we performed an exploratory factor analysis using
the principal components method and applying varimax rotation techniques to
maximize the sum of the variances of the squared loadings. The results indicated
that all four variables loaded onto one factor with an eigenvalue of 3.18, well
above the generally accepted threshold of 1.0 (Kaiser, 1960) required to retain the
factor. This factor explained a cumulative variance of 79.36 percent. We included
this factor in the models as a measure of the regional culture of entrepreneurship.

To measure the medicine-organizational cultural hole, we include a variable consist-
ing of the percentage of hospital beds operated by investor-owned hospitals. Hospital
beds are a common measure of the availability of medical care in a community
and the proportion of investor-owned beds provides an indicator of the percent of
health care services that are provided by for profit entities. These data were obtained
from the American Hospital Association Guide to the Health Care Field. In order
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to measure the medicine-surgery cultural hole, we obtained a count of the number
of professional surgical associations in a state from the Encyclopedia of Medical
Organizations and Agencies and the National Center for Charitable Statistics.

Control Variables

Several regulatory, economic, and social factors are likely to influence variation in
ASC founding rates. From a regulatory standpoint, the primary mechanisms used
to regulate the establishment of new health care facilities are certificate of need
(CON) laws. CON laws require prospective ASC founders to submit a detailed
application demonstrating that the facility is justified by an unmet demand for the
proposed surgical services and state officials must grant approval before any new
health care facilities can be established. We include a dummy variable (1=CON;
0= No CON) to account for states that have incorporated CON laws. Information
on CON laws was obtained from the US Certificate of Need Sourcebook and the
respective state departments of health.

ASC foundings may also be driven by various economic factors such as
the supply of physicians at risk for starting a surgery center and the demand
for surgical services in an area. To control for these possibilities, we include
a measure of at-risk physicians, which consists of the total number of physi-
cians in surgical specialties that are apt to practice in ASC settings. Notably,
this variable excludes physicians that are unlikely to practice in a surgery
center setting, such as general practitioners, family doctors, and pediatricians.
The data used to construct this variable come from the AMA’s annual publi-
cation of Physician Characteristics.

ASC foundings may also be driven by the demand for surgical procedures.
We control for this in several ways. First, we account for the percent of unin-
sured individuals in each state. Health insurance coverage is an indicator of
individuals’ ability to access and pay for health care services. As such, higher
rates of uninsured individuals may indicate a smaller market for surgical ser-
vices. This data come from the Kaiser Family Foundation State Health Facts.
To more precisely measure the demand for surgical services, we obtained data
on the total number of surgical procedures performed in the prior year from
the Dartmouth Atlas of Health Care (http://www.dartmouthatlas.org). This
is the most direct measure of demand for the services provided by ASCs.

Related to the demand for surgical services, it is also important to control
for competition and the supply of organizations to meet the surgical demands.
Competition comes from both hospitals and other ASCs. Accordingly, we control
for the number of hospitals per capita using data from the American Hospital
Association Guide to the Health Care Field. To control for the influence of exist-
ing ASCs as sources of industry legitimation and competition, we include a meas-
ure of ASC density, calculated as the total number of ASCs operating in the state
and a measure of the squared ASC density. Finally, we include a measure of the
state business rax rates and gross state product to control for broader conditions
influencing the climate for entrepreneurship. These data were obtained from the
Tax Foundation. Tax Foundation and the U.S. Bureau of Economic Analysis.
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Estimation and Model Specification

In order to test the hypotheses outlined above, we use event-count models because
in each state and year multiple founding events can occur. The use of count mod-
els allows for testing these aggregated state founding events. Initial tests indicated
that the data were over-dispersed or that the variance did not equal the mean
and thus violated the assumptions of the traditional Poisson regression model.
Therefore, we utilized negative binomial models, which are designed to handle
over-dispersed data (Hilbe, 2007) to analyze the state—year panel data. To help
control for the unobserved heterogeneity across states, we used fixed effects mod-
els in STATA. We also lagged all independent variables by one year, to account
for the time delay between the decision to start a new ASC and when it becomes
operational.

RESULTS

Table 1 presents the correlation matrix along with summary statistics for all vari-
ables in the analysis. Table 2 presents the results of the analysis using negative
binomial models to predict the number of ASCs established in each state in each
year. The first model is the baseline model with all control variables. Models 2-4
add each explanatory variable in the order of hypotheses and Model 5 presents
the full model with all variables.

Across all models, it is apparent that state regulatory policy is significantly
associated with ASC foundings. In fact, these analyses suggest that states that
enact CON laws experience about 30 percent fewer ASC foundings. We also see
that the number of surgeries performed in the prior year is significantly associated
with higher rates of ASC foundings, indicating that an increase in demand for
surgeries drives entrepreneurship in this context. As we would expect, increasing
competition between both hospitals and other ASCs appears to dampen ASC
founding rates.

Model 2 adds cultural hole of medicine-regional interstice. Here as well as
in the full model, we find support for H/ and see that higher ASC founding
rates are associated with stronger regional cultures of entrepreneurship. The
results also indicate that this relationship is quite meaningful. A one-stand-
ard deviation increase in the regional culture of entrepreneurship is associ-
ated with a 36.7 percent increase in the number of ASCs founded. Models
3 and 5 provide support for A2, indicating that an increasing proportion of
investor-owned hospitals (managerial health care cultural force) is associ-
ated with higher ASC founding rates. Interpreting these results, we see that a
one-standard deviation increase in the proportion of investor-owned hospital
beds results in 20.9 percent increase in ASC foundings. Finally, Models 4
and 5 support the idea that in states with a greater presence of professional
associations advocating for a surgery center cultural force, that ASC found-
ing rates will be higher. This confirms our expectations outlined in H3 and
suggests that a one-standard deviation increase in the number of professional
associations advocating on behalf of ASCs is associated with a 41.9 percent
increase in the number of ASCs founded.
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Table 2. Negative Binomial Models of ASC Foundings (State Fixed-effects).
Model 1 Model 2 Model 3 Model 4 Model 5

CON (1 = yes; 0 =no) —0.476"  —0.446"  —0.434" —0.457" —0.348"
(0.167) (0.153) (0.174) (0.167) (0.157)
At risk physicians (per 10,000 —0.016 —0.042 0.032 0.057 —0.035
people) (0.094) (0.120) (0.096) (0.105) (0.123)
Surgeries performed 0.037°" 0.017" 0.038™ 0.037°" 0.017"
(0.006) (0.006) (0.006) (0.006) (0.006)
Hospitals (per 10,000 people) —1.363" —1.098" —1.409""  —1.488"" —1.288"
(0.380) (0.479) (0.381) (0.392) (0.511)
ASC density (/100) 0.050 —0.188 —0.001 0.073 —0.235+
(0.115) (0.136) (0.115) (0.114) (0.128)
ASC density(/100) Squared —0.019 —0.059"  —0.010 —0.040" —0.063"
(0.016) (0.019) (0.016) (0.018) (0.019)
Percent uninsured —0.089 0.584 —0.054 —0.262 0.529
(0.567) (0.522) (0.573) (0.566) (0.534)
Tax rate —19.840" —0.677 —16.874"  —20.166" —1.488
(6.455) (7.560) (6.614) (6.457) (7.377)
Gross state product (log) 0.109 1.141™ 0.034 —0.076 1.022"
(0.146) (0.290) (0.147) (0.173) (0.283)
H]I: Regional entrepreneurship 0.427" 0.310™"
culture (0.084) (0.092)
H?2: Investor-owned hospitals 2.034™ 1.670°
(percent of total hospital beds) (0.701) (0.756)
H3: Surgical associations (/at risk 0.021" 0.026™
physicians per 1000 people) (0.010) (0.010)
Constant —0.020 —10.195" 0.021 1.616 —8.846™
(1.760) (2.715) (1.745) (1.954) (2.557)
N 784 686 784 784 686
x> 110.604 216.642 119.072 115.650 239.402

Standard errors in parentheses; * p < 0.10, * p < 0.05, ™ p < 0.01, and ™ p < 0.000.

DISCUSSION AND CONCLUSION

The results provide support for the three hypotheses predicting that cultural
holes in the interstice between competing institutional fields play a profound
role in shaping entrepreneurial opportunities and the founding of new ventures.
Although the culture of medicine has long discouraged doctors from engaging in
this type of entrepreneurial activity, qualitative and quantitative evidence of this
study illustrates that cultural holes expose doctors to cultural artifacts, identities,
practices, and discourse beyond that of their medical profession and that this
space provides flexibility for the physicians to deviate from the culture of medicine
and found ACS. Empirically, we explored three cultural holes at the intersection
of the professional field and geographic region, the professional field and organi-
zational field, and at the intersection of two countervailing professional fields. In
so doing, we find that cultural entrepreneurship’s theory of cultural holes as space
for entrepreneurial opportunity creation holds at various institutional-field levels
of analysis (Lounsbury & Glynn, 2019).
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This study contributes to the entrepreneurship literature in a few ways. First,
we move beyond the question of whether entrepreneurial opportunities are exog-
enously or endogenously created by policies and actors (Hiatt et al., 2009) to
examine how opportunities can be shaped by varying cultural structures at the
intersection of different institutional fields. Although organizational studies have
used institutional fields to examine the exploitation of entrepreneurial oppor-
tunities, these have largely been conducted within a single field level such as a
market category (Hiatt & Carlos, 2019), profession (David, Sine, & Haveman,
2013), or geography (Marquis & Lounsbury, 2007). Few studies have empirically
examined how competing cultures from intersecting institutional fields affect how
entrepreneurial activity is enacted (Tolbert & Hiatt, 2010). This has prompted
calls for scholars to explore how cultures from different institutional contexts
influence how and when actors evaluate and exploit entrepreneurial opportunities
(Lounsbury, Gehman, & Glynn, 2019). We address this call by providing the first
empirical analysis on how cultural holes — the space at the interstice of different
institutional fields — affects entrepreneurship in the health care setting.

Second, we answer the calls from scholars to obtain a “better understanding” of
“therelationship between cultureandinstitutions”(Giorgietal.,2015,p.27). Although
research has examined how cultural entrepreneurship actions such as framing can
serve to alter audience understandings and legitimate new organizational forms (Hiatt
& Park, 2021; Lounsbury & Glynn, 2001; Wry, Lounsbury, & Glynn 2011), other
studies have noted that the impact of cultural framing may be limited to certain insti-
tutional realms (Rao & Giorgi, 2006). This is because culture is situated in and reflects
an institutional order such as family, state, and community (Coles, Sine, Hiatt, &
Rich, 2021; Thornton, Ocasio, & Lounsbury, 2012). Consequently, cultural framing
is likely to conflict with other cultural forces. Our study examines this potential the-
oretical dilemma by empirically showing how institutional change can occur when
cultural forces vary across multiple social spheres.

Third, by bringing cultural holes to the forefront in the professions, this
research highlights an alternative mechanism by which change occurs when a pro-
fessional field is dominated by a strong cultural force (Battilana & Casciaro, 2013;
Kellogg, 2009, 2011). Although a few recent studies have directly considered the
constraining role of professional norms on entrepreneurship, for the most part,
prior work has been limited to a focus on cultural prescriptions within the profes-
sion, or organizational field. This paper adds to this literature by exploring the
ways in which competing cultural forces both within and outside of the profes-
sional field influence entrepreneurial activity within the profession.

Future research may want to further explore the impact of culture in affecting not
only entrepreneurs’ perceptions but also how cultural holes impact their access to
resources (Hiatt, Carlos, & Sine, 2018). For example, studies have shown that regula-
tors play an influential role in impacting entrepreneurial innovation and entry into
regulated markets and that regulated markets in general favor incumbent firms over
entrepreneurs (Grandy & Hiatt, 2020; Hiatt & Park, 2013; Rawhouser, Cummings, &
Hiatt, 2019). Would the intersection of a culture of regional entrepreneurship with
a government culture of risk aversion free bureaucrats to approve a higher ratio of
entrepreneurial products and services over that of incumbent businesses?
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Moreover, we see promise in exploring how cultural holes may shape other
cultural entrepreneurship actions and outcomes. For instance, social evaluation
metrics such as ratings, rankings, and certifications are salient manifestations of
underlying cultural elements (Carlos & Lewis, 2018; Lee, Hiatt, & Lounsbury,
2017; Lewis & Carlos, 2019), and are often used by entrepreneurs to legitimate
their business model (Sine, David, & Mitsuhashi, 2007). However, research has
generally treated such evaluation tools as being universally valued by all stake-
holders and has overlooked how dissimilar cultural values held by diverse audi-
ences may influence different reactions to these tools (Lewis & Carlos, 2021).
Thus, an examination of how cultural holes impact both organizational decisions
and audience response of social evaluation metrics may yield important insights
into taken-for-granted assumptions about how firms react to evaluation metrics
like ratings and rankings.

From a practical standpoint, the health care system in the United States faces
significant challenges. Currently, health care costs in the United States exceed
$3.6 trillion, or 17.7 percent of the country’s GDP and are growing (Centers for
Disease Control and Prevention, 2019). Despite this vast spending, the United
States still falls behind many other countries in terms of key health barometers
such as infant mortality and life expectancy. Although policy discussions often
center around the debate between privatized versus socialized medicine, innova-
tive solutions such as alternative forms of health care delivery can address health
care access inequalities by providing efficient and lower-cost alternatives to tra-
ditional hospitals (Barro, Huckman, & Kessler, 2006). Accordingly, our findings
suggest that it may be important for policy makers to consider regulations that
affect barriers to entry for physician entrepreneurs. Finally, given that profession-
als, such as physicians and scientists, occupy a special position in society with
access to expertise knowledge and resources that enable them to develop and
implement innovations, the study of professionals as entrepreneurs is a critical
area with both theoretical and practical significance.

NOTES

1. Similar conceptions of culture have been proposed by scholars, who have suggested
that culture is the “software of the mind” which provides patterns of thinking, feeling,
and acting (Hofstede, 1991, p. 4), or a “tool kit” that provides skills from which actors can
develop “strategies of action” (Swidler, 1986).

2. Medicare is a federal government program that reimburses health care costs for those
65 and older. Medicaid is a federal government program that reimburses health care costs
for those in poverty.

3. Because nearly half of the procedures performed at surgery centers are paid for by
CMS, it is unfeasible to operate an ASC without being certified by CMS. As an added
measure to assess the completeness of the CMS data, we compared these data with avail-
able data from a sample of state government agencies responsible for licensing health care
facilities. We also interviewed ASC operators and used a snowball sampling approach to
ask if they knew of any ASCs that were not CMS certified. Through these procedures, we
did not find any evidence that the CMS files did not contain the complete population of
ASCs. The only discrepancies noted involved centers that specialized exclusively in elective
plastic surgeries that would not qualify for reimbursement by Medicare or Medicaid.
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