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Two major approaches to examining the relationship between organ-
izational configurations and performance are found in the strategic
management literature. The first, rooted in the concept of strategic
groups, is inductive and focuses on a posteriori examinations of indus-
try-specific configurations and their relative performance. The second,
a deductive approach, focuses on theory-based predictions. We com-
pared the two approaches using a single set of organizations. The two
approaches generated different configurations to describe the hospital
industry. The deductively defined configurations explained perfor-
mance better than the inductively defined configurations, and the de-
ductive approach allowed prediction of the performance differences
among configurations. We draw theoretical and methodological impli-
cations for future research.

Organizational configurations can be defined as commonly occurring
clusters of attributes of organizational strategies, structures, and processes
(Miller, 1987; Miller & Mintzberg, 1983; Mintzberg, 1990). At the heart of the
configurational perspective is the assumption that increased understanding
of organizational phenomena can be better achieved by identifying distinct,
internally consistent sets of firms than by seeking to uncover relationships
that hold across all organizations. Although the configurational perspective
emphasizes codification—the classification of organizations into typologies
and taxonomies—prediction is also possible when appropriate theory
guides the process of defining configurations (Tiryakian, 1968).

The multidimensional nature of competitive strategy suggests that the
configurational approach is especially relevant to the study of strategic man-
agement. Indeed, configurations represented by various strategy typologies
(e.g., Miles & Snow, 1978; Porter, 1980) and taxonomies (e.g., Galbraith &
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Schendel, 1983; Miller & Friesen, 1978) have played a major role in the
conceptual development of the field. Perhaps more important, configura-
tions have figured in exploration of the determinants of performance, a quest
that many observers feel is the cornerstone of the field of strategic manage-
ment (Summer et al., 1990). Performance-related configurational studies are
generally of two types: (1) inductive, often industry-specific inquiries that
use configurations generated from empirical procedures as the basis for per-
formance comparisons (e.g., Hatten & Schendel, 1977) or (2) deductive in-
quiries that first sort organizations into configurations and then test (or gen-
erate) theory-based predictions about their relative performance (e.g., Zajac
& Shortell, 1989).

The configuration most frequently studied with the inductive approach
is represented by a level of aggregation that lies between organizations and
industries and is referred to as strategic groups. Proponents of the strategic
groups concept maintain that firms within an industry can be classified
according to certain key characteristics, such as strategic orientation and
action. Strategic groups are considered highly stable because they reflect
decisions and behaviors that are long-term, costly, and difficult to change
(McGee & Thomas, 1986). Firms are unable to move rapidly or easily from
one strategic group to another because of mobility barriers such as switching
costs or government policy (Caves & Porter, 1977). Because these barriers
impede firms from entering other, perhaps more successful strategic groups,
performance differences across groups result (Porter, 1979). Studies have
generally been successful in identifying empirically distinct configurations,
but empirical tests have yet to clarify the relationship between strategic
group membership and performance (Barney & Hoskisson, 1990; McGee &
Thomas, 1986). This lack of evidence has cast doubt on the importance of
this type of configurational research to the field of strategic management
(Thomas & Venkatraman, 1988), particularly given the field’s emphasis on
understanding and predicting performance (Meyer, 1991).

More recently, a deductive approach to understanding the relationship
between configurations and performance has appeared in the strategic man-
agement literature (e.g., Boeker, 1991). This type of research uses a particular
theoretical perspective for both defining groups and predicting their relative
performance. Given its theoretical foundation, the deductive approach may
not only improve descriptions of industry structure but also provide expla-
nations for and predictions about the configurations-performance relation-
ship.

The overall research question addressed by this study can be stated as
follows: Does the approach used to define configurations affect the relation-
ship between organizational configurations and performance? To answer
this question, we used both the inductive and deductive approach to iden-
tify configurations from a single-industry sample (hospitals) over a five-year
period. The resultant configurations were then related to performance. For
the inductive approach, configurations were derived on the basis of a com-
prehensive set of variables that, individually and collectively, have been
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used in prior studies to define strategic groups. The deductive approach to
configuration was based on a theoretical framework that incorporates com-
mon elements of the ecological and strategic choice perspectives (Zammuto,
1988). We used this theoretical framework to predict the relative perfor-
mance of configurations within the industry segment studied. Performance
was measured with five variables representative of previous studies of the
configurations-performance linkage.

TWO APPROACHES TO CONFIGURATION

Two major approaches for defining and comparing organizational con-
figurations have arisen in the strategic management literature. The histori-
cally dominant approach focuses on empirical classification of organizations
in order to define inductively a set of configurations appropriate to a given
context. Essentially, the inductive approach concentrates on maximizing
internal validity while sacrificing generalizability. The second approach fo-
cuses on producing configurations generated deductively from prior theory.
Deductively derived configurations apply broadly and are not dependent on
particular industry contexts.

The Inductive Approach

The predominant approach in strategic management to defining config-
urations of organizations and their relationship to performance has its con-
ceptual roots in the industrial organization (I0) paradigm (Bain, 1956; Ma-
son, 1939), according to which an industry’s structure determines the be-
havior of its member firms, whose collective conduct then determines their
performance. The major elements of industry structure identified as impor-
tant to performance, especially in the early industrial organization literature,
were entry barriers, the number of firms in an industry, and their size dis-
tribution (Bain, 1956, 1968). Because structure determined conduct, or strat-
egy, which in turn determined performance, economists within this para-
digm ignored conduct and looked directly to industry structure for expla-
nations of performance (Porter, 1981).

By the early 1970s, theorists had observed that the features of an indus-
try’s topography generated configurations, or groups, of organizations that
might influence performance within the industry. For example, Hunt (1972)
found that, given the economic conditions in the major home appliance
industry, profits were unexpectedly low. This finding led him to argue that
there were distinct sets of firms in the industry—strategic groups—that
differed in terms of strategic and organizational factors. These differences
prevented the various strategic groups from acting in concert to exploit the
industry’s oligopolistic conditions.

Although Hunt focused primarily on describing industry structure, oth-
ers explored the possibility that differences in behavior across strategic
groups might lead to performance differences as well. For example, Newman
(1973) provided evidence that not only can strategic groups be identified but
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also that their performance varies. In contrast, Porter (1973), who used firm
size as his grouping criterion, found few significant differences in group
performance.

Subsequent research increased the sophistication of both the types of
variables and the decision algorithms used to define groups (Hatten, 1974;
Hatten & Schendel, 1977; Hatten, Schendel, & Cooper, 1978). The initial
studies of strategic groups used one or only a few variables, with size a
prominent measure, but these later investigations offered a more compre-
hensive set of configurational attributes, including manufacturing, market-
ing, financial, and industry characteristics. As Table 1 shows, most strategic
groups studies have adopted and built on these early categories. Employing
multiple variables to define groups required the use of statistical methods
such as cluster analysis and also enabled the construction of potentially
richer descriptions of configurations.

Taken together, the early strategic groups studies set the agenda for
much of the configurational research in strategic management by (1) offering
configurations (strategic groups) as a possible means of explaining intrain-
dustry performance variation and (2) outlining the types of variables and
decision algorithms that could be used to define industry-specific configu-
rations. Within this tradition, there was no reason to expect any particular
number of configurations since each industry was seen as unique. Further,
given the tenets of the IO paradigm, configurational links to performance
were seen for the most part as determined by industry, not organizational,
attributes. Thus, mapping industries in terms of their unique configurations
and, a posteriori, examining the relative performance of configurations be-
came a legitimate empirical task.

Following these ground-breaking efforts, a host of inductive studies ex-
amined the strategic groups—performance relationship. In the aggregate, the
findings of these studies can best be described as equivocal. Several studies
have provided strong evidence for such a relationship (e.g., Robinson &
Pearce, 1988; Tremblay, 1985), but others have found only a small or non-
significant association (e.g., Cool & Schendel, 1987; Dowling & Ruefli, 1991).
Strategic groups have been found to vary in performance in some industries
but not in others (e.g., Caves & Pugel, 1980; Oster, 1982) or along some
performance measures but not along others (e.g., Lee & Yang, 1990; Lewis &
Thomas, 1990). Recent studies have suggested that identifying periods of
stability may be a key to finding differentially performing groups, but evi-
dence again has been mixed (e.g., Cool & Schendel, 1987; Fiegenbaum &
Thomas, 1990).

The failure to firmly link strategic groups and performance has led some
investigators to suggest that perhaps the concept of strategic groups should
be abandoned (e.g., Barney & Hoskisson, 1990). However, the previous
mixed results regarding the relationship between this form of configuration
and performance may be due to a weakness in the inductive approach stem-
ming from its emphasis on identifying statistical homogeneity (Thomas &
Venkatraman, 1988). Indeed, the a posteriori nature of the inductive studies
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TABLE 1
Constructs and Variables Used to Define Strategic Groups
Construct Variable Representative Study

Production or operations
Capacity

Capabilities

Research and development

Finance
Financial structure

Capital investment

Number of plants
Newness of plants
Average capacity

Quantity of physical output
Capital intensity

Cost efficiency

Concern for low cost

Total costs/total assets
Inventory levels

Inventory turnover ratio
Age of average inventory
Inventory intensity

Length of production cycle

Operating efficiency
Product quality control
Procurement of raw
materials
Ability to manufacture
specialty products
Innovation in manufacturing
processes
Technological capability
Technological focus
Current R&D spending
R&D capital stock
R&D orientation

R&D intensity

Debt

Minimizing use of outside
financing

Current ratio

Quick ratio

Debt-to-equity ratio

Receivables
Receivables intensity

Cost of good sold
Financial leverage
Mergers and acquisitions

Hatten & Schendel, 1977

Hatten & Schendel, 1977

Hatten, Schendel, & Cooper,
1978

Tremblay, 1985

Hatten & Schendel, 1977

Kim & Lim, 1988

Robinson & Pearce, 1988

Lawless & Tegarden, 1991

Dess & Davis, 1984

Harrigan, 1985

Harrigan, 1985

Fiegenbaum, Sudharshan &
Thomas, 1990

Hatten, Schendel & Cooper,
1978

Dess & Davis, 1984

Dess & Davis, 1984

Kim & Lim, 1988

Dess & Davis, 1984
Robinson & Pearce, 1988

Mascarenhas, 1989

Mascarenhas & Aaker, 1989

Cool & Schendel, 1987

Cool & Schendel, 1987

DeBondt, Sleuwaegen, &
Veugelers, 1988

Hergert, 1987

Hatten, Schendel, & Cooper,
1978
Dess & Davis, 1984

Fiegenbaum, Sudharshan, &
Thomas, 1990

Sudharshan, Thomas, &
Fiegenbaum, 1991

Baird, Sudharshan, &
Thomas, 1988

Lawless & Finch, 1989

Fiegenbaum, Sudharshan, &
Thomas, 1990

Lawless & Finch, 1989

Fiegenbaum & Thomas, 1990

Hatten, Schendel, & Cooper,
1978

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1993 Ketchen, Thomas, and Snow 1283
TABLE 1 (continued)
Construct Variable Representative Study
Net investment Primeaux, 1985
Security price movements Ryans & Wittink, 1985
Types and amounts of Amel & Rhoades, 1988
investment
Total net assets/sales Hergert, 1987
Asset profile Amel & Rhoades, 1988
New capital Lawless & Tegarden, 1991
expenditures/assets
Marketing
Pricing Price Hatten & Schendel, 1977

Scope of activity

Products in high-price
market segments
Products in low-price
market segments
Competitive pricing
Marketing expenditure

Advertising intensity

Aggressiveness of promotion

Display approach

Advertising

Innovation in marketing
techniques and methods

Brand identification

Number of brands or
products

Market share

Geographic scope or spatial
reach

Serving special geographic
markets

Breadth of scope

Commitment to specific
markets

Broad range of products

Developing or refining
existing products

Promotion to specific
markets

New product development

Interdependence of shared
markets

Sales

Differentiation

Nature of product group

Types of customer served

Customer functions served

Emphasis on customer
service

Dess & Davis, 1984
Robinson & Pearce, 1988

Hawes & Crittenden, 1984

Hatten, Schendel, & Cooper,
1978

Oster, 1982

Hawes & Crittenden, 1984

Hawes & Crittenden, 1984

Namiki, 1988

Robinson & Pearce, 1988

Namiki, 1988
Hatten & Schendel, 1977

Hatten & Hatten, 1985
Ramsler, 1882

Dess & Davis, 1984

Cool & Schendel, 1987
Cool & Schendel, 1987

Dess & Davis, 1984
Dess & Davis, 1984

DeBondt, Sleuwaegen, &
Veugelers, 1988

Kim & Lim, 1988

Baucus, 1987

Fiegenbaum, Sudharshan, &
Thomas, 1990

Ramsler, 1982

Lahti, 1983

Hawes & Crittenden, 1984

Frazier & Howell, 1983

Robinson & Pearce, 1988
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TABLE 1 (continued)

December

Construct Variable

Representative Study

Product strategy

Quality of products and
services

Marketing orientation

Distribution Distribution
Control of channels of
distribution
Organization and Size

Degree of vertical integration

Experienced and trained
personnel

Reputation within industry

management

Employee productivity ratio

Homogeneous use of labor
and capital

Institutional function

SBU sales/corporate sales

Diversification

Ownership

Activity

Specialization

Type of enterprise

Relative importance of
functional strategies

Firm concentration

Industry advertising
intensity

Environmental posture

Forecasting market growth

Industry structure

Cool & Schendel, 1987
Hawes & Crittenden, 1984

Mascarenhas, 1989
Hatten & Schendel, 1977
Dess & Davis, 1984

Porter, 1973
Newman, 1978
Dess & Davis, 1984

DeBondt, Sleuwaegen, &
Veugelers, 1988

Harrigan, 1985

Baucus, 1987

Fombrun & Zajac, 1987
Herbert, 1987

Dowling & Ruefli, 1991
McNamee & McHugh, 1989
McNamee & McHugh, 1989
McNamee & McHugh, 1989
Kumar, 1990

Nath, 1988

Hatten & Schendel, 1977

Hatten, Schendel, & Cooper,
1978

Fombrun & Zajac, 1987

Dess & Davis, 1984

suggests that they are not maximally robust tests of the configurations-
performance relationship, leading researchers to call for theory-based mod-
els (McGee & Thomas, 1986) that would permit predictions of performance
differences (Thomas & Venkatraman, 1988). Such an approach to linking
configurations and performance has begun to take shape in the strategic
management literature.

The Deductive Approach

Scholars taking the second configurational approach portray configura-
tions as jointly produced by organizational and environmental attributes
that are critical to competition regardless of industry. The origins of this
approach can be traced to Weber’s (1947) assertion that there are three gen-
eral types of authority in society—traditional, rational-legal, and charis-
matic—and that each has an appropriate administrative structure. Weber
predicted that these configurations will arise under certain conditions.
Structural contingency theorists brought to the study of organizations the
notion that fit between structural characteristics and environment is re-
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quired. For example, Burns and Stalker (1961) identified two types of organ-
ization structure, mechanistic and organic, each of which is expected to be
more prominent and effective in a particular type of environment. Wood-
ward (1958), Lawrence and Lorsch (1967), and Galbraith (1973) have taken
similar configurational perspectives. Thus, a central theme of structural con-
tingency theory is that the relative success of organizational types (or con-
figurations) is a function of environmental conditions.

Subsequently, attempts to explain links among environmental condi-
tions, organizational configurations, and performance gave rise to two seem-
ingly competing schools of thought: strategic choice and organizational ecol-
ogy. The strategic choice perspective is founded on the belief that manage-
rial decisions about how an organization will respond to environmental
conditions are important determinants of organizational outcomes (Child,
1972). Seen from this perspective, organizations not only adapt to their
environments, but also influence them through their actions (Miles & Snow,
1978; Weick, 1979).

Empirical research conducted according to the strategic choice perspec-
tive has found that a limited number of organizational configurations are
viable. Thus, typologies like Miles and Snow’s (1978) and taxonomies like
Miller and Friesen’s (1978) became common ways of both describing and
predicting organizational behavior. Although these early studies implied
that different configurations—for example, defenders, prospectors, analyz-
ers, and reactors (Miles & Snow, 1978)—can be equally successful in any
given environment, Hambrick (1983) found that defenders (those firms effi-
ciently producing a stable set of products for particular customers) consis-
tently outperformed prospectors (those firms constantly locating and ex-
ploiting new opportunities) in growth markets, while prospectors performed
better in mature markets. Zajac and Shortell (1989) found that, in the dy-
namic environment of the hospital industry, defenders performed more
poorly than prospectors and analyzers. Thus, at least some empirical stra-
tegic choice research has found significant performance differences across
theoretically derived configurations.

In contrast, in the organizational ecology perspective environment is the
primary determinant of firm outcomes (Hannan & Freeman, 1977, 1984).
Ecologists depict environments as composed of multiple niches—
industries, for example—each of which provides both resources and con-
straints to a population of organizations. One of the key tenets of this per-
spective is that within each niche certain organizational forms, or configu-
rations of structure and processes, are selected to be successful, and others
fail (Ulrich & Barney, 1984). Organizations cannot easily change their forms
because they are subject to strong inertial forces. Consequently, profound
differences in performance between forms are expected.

Zammuto (1988) noted that proponents of the two theoretical perspec-
tives underlying much of the strategic management literature—strategic
choice and organizational ecology—appeared to have arrived indepen-
dently at common themes with respect to organizational configurations. Re-
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searchers from both perspectives assert that a firm’s competitive strategy
varies along two main dichotomous dimensions: (1) a method of developing
competitive advantage and (2) breadth of operations. In terms of the first
dimension, an organization must focus on either capitalizing on new oppor-
tunities (attempting to be first to market) or efficiently exploiting those al-
ready available (Brittain & Freeman, 1980; Miles & Snow, 1978). With re-
spect to the second dimension, an organization can either maintain a narrow
field of operations or take an expansive approach (Brittain & Freeman, 1980;
Porter, 1980). Once these fundamental choices have been made, the ability of
a firm to make substantial shifts along either dimension is constrained, albeit
not precluded, by the difficulty of duplicating the capabilities required to be
viable in the new position (Caves & Porter, 1977). Thus, although their dis-
tribution may vary across industries, a given industry will have four distinct
and internally homogeneous configurations: (1) entrepreneurs/r-specialists,
who pursue new opportunities in a narrow domain; (2) prospectors/r-
generalists, who pursue new opportunities across a broad domain; (3) de-
fenders/K-specialists, who efficiently exploit existing opportunities in a nar-
row domain; and (4) analyzers/K-generalists, who efficiently exploit existing
opportunities across a broad domain (Zammuto, 1988).

Because of the difficulty associated with major strategic change, it is
expected that the groups occupying lucrative segments of an industry will
experience above-average returns. Thus, performance differences between
configurations should be based on (1) firms’ commitment to prior strategic
choices and (2) differing levels of environmental benevolence across the
industry. Empirical evidence that industry conditions moderate the config-
urations-performance relationship (Boeker, 1991; Lawless & Finch, 1989;
Lawless & Tegarden, 1991) suggests that, given specification of the condi-
tions in a particular industry, investigators can make predictions regarding
the relative performance of the four configurations.

HYPOTHESES

Theoretical approaches such as the inductive and deductive approaches
discussed above can serve three fundamental research purposes (Kerlinger,
1986; Snow & Thomas, in press). First, they provide description by defining
key constructs like configurations. Second, they may explain why and to
what degree major concepts, such as configurations and performance, are
related. Finally, one important test of a theory is whether it can make accu-
rate predictions of organizational outcomes—the relative performance of

! The distinction drawn by organizational ecologists between “r” and “K" strategies is
based on the biological literature’s (e.g., MacArthur & Wilson, 1967) logistic model of the
proliferation of organisms within a niche: dN/dt = tN(K — N)/K, where r represents the repro-
ductive rate of the population, K is the carrying capacity of a niche, N is the number of organ-
isms in the population, and t is a unit of time. Zammuto (1988) was the first to combine this
distinction with those made by Miles and Snow (1978} with respect to root causes of compet-
itive distinction.
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configurations, for instance. These three purposes offer a framework for
developing hypotheses that compare the inductive and deductive ap-
proaches to configuration.

Description of Configurations

The main purpose of description is to answer the question “what” as
opposed to “how,” “when,” and “why” (Bacharach, 1989; Hempel, 1965).
Both the inductive and deductive approaches have a straightforward goal of
describing what configurations are present in an industry. However, one of
the most disappointing aspects of strategic groups research (the flagship of
the inductive approach) is its lack of strong evidence for descriptive validity,
evidence that groups are in reality internally homogeneous and maximally
different from each other (Thomas & Venkatraman, 1988). Reviews of the
strategic groups literature have cited a number of causes of this descriptive
validity problem, including inadequate model specification (Barney &
Hoskisson, 1990), haphazard selection of grouping dimensions (Reger &
Huff, 1993), and poor theoretical development (McGee & Thomas, 1986). As
some have concluded, although the inductive approach might appear to
provide a rich description of the configurations in an industry, such descrip-
tion may be just a statistical artifact (e.g., Hatten & Hatten, 1987).

In contrast, the deductive approach applied in the current study was
based on the development of a set of organizational types that are rooted in
the key bases of competition, breadth and focus, described by both ecology
and choice theorists. Because we anchored configurations in theoretical po-
sitions that reflect a priori reasons for the groupings rather than industry-
specific factors, we expected that, though the distribution may differ (Miles,
Snow, & Sharfman, 1993), the number of configurations would be the same
regardless of industry. Thus,

Hypothesis 1a: For a given industry, the inductive and
deductive approaches will define different sets of config-
urations.

More specifically, because it often defines configurations on the basis of
statistical homogeneity, the inductive approach’s tendency to capitalize op-
portunistically on random variation in a given time period (Thomas & Ven-
katraman, 1988) will lead to different numbers of configurations across mul-
tiple time periods. Therefore,

Hypothesis 1b: The inductive approach will define differ-

ent numbers of configurations over time in a given indus-

try.
As described in detail above, the deductive configurational attributes de-
rived from the strategic choice and organizational ecology perspectives sug-
gest that a particular firm will display one of four ways to compete in an
industry (Zammuto, 1988). Given the difficulty of firms’ engaging in major
strategic reorientations (Tushman & Romanelli, 1985) because of mobility
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barriers (Caves & Porter, 1977) and their inertial tendencies (Hannan & Free-
man, 1977),

Hypothesis 1c: The deductive approach will consistently
define four configurations in a given industry over time.
Specifically, one group each of entrepreneurs/r-
specialists, prospectors/r-generalists, defenders/K-
specialists, and analyzers/K-generalists will be found
across multiple time periods.

Explanation of Differential Performance

We also expected the inductive and deductive approaches to differ in
their ability to explain the performance of configurations. Specifically, as
Dierickx and Cool (1989) suggested, inductive efforts to understand the con-
figurations-performance relationship have relied on examining firms’ expen-
ditures with respect to key grouping dimensions, for example, marketing
expenditure (Hatten, Schendel, & Cooper, 1978) or research and develop-
ment spending (Cool & Schendel, 1987). Such measures may only partially
reflect the past activities that create current competitive advantages and
superior performance. A causal ambiguity that has limited the ability of
inductively derived configurations to explain performance arises (Thomas &
Venkatraman, 1988). In contrast, deductive inquiry (e.g., Zajac & Shortell,
1989) has focused predominantly on key past actions, or “strategic stocks”
(Dierickx & Cool, 1989: 1506), for defining configurations. Thus, deductively
defined configurations have been able to provide explanations for differen-
tially performing configurations since groupings have been established us-
ing long-term strategic decisions that indicate resource commitments and
interconnectedness of decision purpose (McGee & Thomas, 1986). There-
fore,

Hypothesis 2: The deductive approach will identify dif-
ferentially performing configurations better than the in-
ductive approach.

Prediction of Relative Performance

One key test of a theory is its ability to predict important outcomes
(Braithwaite, 1955; Kaplan, 1964). In the present study, our primary predic-
tive concern was the relative performance of configurations. The inductive
approach does not offer a basis for such predictions since it offers no a priori
expectations concerning how many or what type of configurations will be
found in a given industry. In contrast, the deductive approach adopted here
contains the assumption that it is difficult to shift from one of four expected
configurations to another, suggesting that the group (or groups) that occupy
lucrative segments of an industry will enjoy superior performance. An im-
plication is that, given specification of the environmental conditions in a
particular industry, predictions can be made regarding the relative perfor-
mance of the four configurations. Thus,

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1993 Ketchen, Thomas, and Snow 1289

Hypothesis 3a: The deductive approach will accurately
predict the relative performance of configurations.

Considerable research has been devoted to specifying how environ-
ments vary. In an effort to assimilate prior work, Dess and Beard (1984)
proposed, and established construct validity for, three environmental di-
mensions: munificence, dynamism, and complexity. Munificence is re-
source-carrying capacity, the extent to which environmental resources are
available and accessible to firms (Aldrich, 1979; Starbuck, 1976). Dynamism
is the amount of turbulence and instability in an environment (Emery &
Trist, 1965; Ulrich & Barney, 1984). Specifically, dynamism refers to changes
that are difficult to predict in terms of both frequency and direction and thus
can increase environmental uncertainty for organizations (Jurkovich, 1974).
Complexity is the number and diversity of competitors, suppliers, buyers,
and other environmental actors that firm decision makers need to consider
in formulating strategy (Bourgeois, 1980; Smart & Vertinsky, 1984). Subse-
quent to the Dess and Beard (1984) study, these three environmental dimen-
sions have become well established in the literature (cf. Lawless & Finch,
1989) and are used here.

In general, munificence should be positively related to performance
across all firms in an industry. However, the strength of this relationship
may vary by configuration. For example, a broad and expanding industry
presents considerable resources that may benefit generalists more than spe-
cialists since the former prefer to operate in a broad domain (Carroll, 1984).
Conversely, low munificence may favor specialists, if they can acquire ad-
equate resources to successfully implement their chosen strategy. Thus,

Hypothesis 3b: An environment characterized by low mu-
nificence will favor the two specialist groups (entrepre-
neurs and defenders) over the two generalist groups (pros-
pectors and analyzers).

High environmental dynamism suggests that efficiency-based ap-
proaches are less valued than innovative approaches since innovation al-
lows realization of the opportunities presented by the shifting market (Hed-
berg, Nystrom, & Starbuck, 1976). Therefore, r-strategies may profit in such
an environment. Conversely, a stable environment presents few new oppor-
tunities and allows firms to focus profitably on efficiency, suggesting groups
following K-strategies will prosper. Thus, in a dynamic environment, con-
figurations classified as r-types will have an advantage over those classified
as K-types:

Hypothesis 3c: An environment characterized by high dy-
namism will favor the two r-groups (entrepreneurs and
prospectors) over the two K-groups (defenders and ana-
lyzers).

As the number and diversity of environmental actors increases, the re-
sultant complexity is not expected to influence the relative performance of
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different configurations. For example, Carroll (1984) argued that the success
of generalism actually creates conditions for the success of specialism. By
appealing to a large market segment, generalists avoid appeals to special
groups of customers, leaving pockets of demand open for specialists to serve.
The result is an increasingly complex environment in which generalists and
specialists can coexist and even prosper. This phenomenon was observed by
Miles, Snow, and Sharfman (1993), who found that the variety and number
of competitors was related to the performance of both generalists and spe-
cialists.

In sum, we anticipated that in an environment characterized by low
munificence, high dynamism, and high complexity, entrepreneurs/r-
specialists will be the best performers, followed by prospectors/r-generalists,
defenders/K-specialists, and analyzers/K-generalists.

METHODS
Sample and Data

Organizations in a single industry were chosen as the setting for this
research. Several considerations underlay this choice. First, we used a sin-
gle-industry design because strategic groups is fundamentally an intraindus-
try concept. Second, it was desirable to examine a setting in which (1) there
was a consensus with respect to the nature of the environment, (2) reliable
and longitudinal data were available for 15 grouping criteria and perfor-
mance measures identified in the literature, and (3) previous research had
identified the presence of organizational configurations. Given these re-
quirements, we chose the hospital industry.

Before 1983, most hospitals were reimbursed their full costs of patient
care from third-party payers. The Medicare Prospective Payment System,
established in 1983 and fully implemented by 1986, set predetermined and
fixed payment levels for 468 groups of medical conditions. If hospitals pro-
vided care below the various price limits, they could keep the difference as
profit. This legislation was a major environmental jolt to the hospital indus-
try and triggered a number of aftershocks (Shortell, Morrison, & Friedman,
1990). Major corporations, facing the rapidly rising cost of health care and
fearing that hospitals would cross-subsidize costs to their employees, began
to look for managed care programs such as health maintenance organiza-
tions. The result was a 12 percent drop in national occupancy rates for
hospitals and a dramatic downward shift in operating profit margins (Guter-
man & Dobson, 1986). By 1986, the first year of the present study, the once
munificent, stable, and somewhat simple hospital environment had become
characterized by heavy competition for resources, dramatic change, and an
increasing number and diversity of environmental actors.

In addition to consensus about the hospital environment and reliable
and longitudinal data, there was also prior evidence in this industry of the
presence of organizational configurations (Goes & Meyer, 1990; Pegels &
Sekar, 1989) and differential performance between groups (Shortell et al.,
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1990; Zajac & Shortell, 1989). Moreover, as is true in such other industries as
certain types of textiles (Porac, Thomas, & Baden-Fuller, 1989) and banking
(Reger & Huff, 1993), hospital competition is regional. Therefore, it was
necessary to select a geographic region within which hospitals competed for
similar resources. In this sense, we did not sample the industry, but used the
entire population of all 90 hospitals in a large metropolitan area in the
northeastern United States. This region contains approximately four million
people across a 2,000-square-mile area.

Data were collected for the years 1986—90 (the most recent year avail-
able) from all the hospitals in the region with the exception of Veterans’
Administration hospitals, military-base hospitals, and university health cen-
ters. We obtained data from the Center for Healthcare Industry Performance
Studies, a high-quality source of operating and financial information on hos-
pitals, and from the Guide to the Health Care Field of the American Hospital
Association (AHA). Because of missing data (for example, from facilities not
responding to the AHA’s requests for information), the number of hospitals
studied ranged from 85 in 1986 to 69 in 1990. For any given year, approxi-
mately 40 percent of the hospitals in the region were classified as small
(having fewer than 200 beds), 50 percent as medium (201-500 beds), and 10
percent as large (more than 500 beds). Further, about 80 percent could be
considered general hospitals, 10 percent psychiatric hospitals, and 10 per-
cent rehabilitation institutions. With respect to the control of the hospitals,
96 percent were not government operated and were not-for-profit. The re-
maining 4 percent consisted of one county hospital and four private, for-
profit hospitals.

Inductive Measures

As described above, the majority of configurational studies in strategic
management have relied on inductively defined strategic groups to examine
a posteriori the configurations-performance relationship. In this study, the
inductive approach involved using clustering procedures on a comprehen-
sive set of variables using measures employed in previous studies to derive
strategic groups. We surveyed all the inductive studies that have been pub-
lished, a total of 55. We listed the variables used to define groups and (where
appropriate) to measure performance and then classified those variables
using 15 construct categories (10 grouping and 5 performance constructs)
that emerged from the strategic groups literature. One variable from each
construct category that had clear relevance for the hospital environment was
identified. This was either a direct measure or proxy that could be archivally
retrieved. We presented these variables to an expert panel consisting of two
strategic management and two health policy researchers. The constructs and
measures receiving the most agreement constituted the final set of inductive
measures.

The variables used to define strategic groups represented six theoretical
constructs: production or operations, research and development, finance,
marketing, organization and management, and industry structure. Produc-
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tion or operations, finance, and marketing were further divided into two,
two, and three more specific constructs, respectively, for a total of ten. In
order to account for previous work, under the inductive approach we con-
sidered one variable from each category except industry structure, which
was controlled.

Production or operations. These variables were of two main types. The
first type, capacity, refers to the volume of goods or services that firms can
produce. In the present study, total assets was used to measure this type. The
second type, capabilities, refers to the ability of a firm’s manufacturing or
operations function to meet customers’ needs efficiently. For this study, we
used length of stay, defined as the length of the average patient’s stay in a
hospital after admission. Generally, the more efficient the hospital is in
providing medical care, the shorter the stays.

Research and development. These variables have traditionally reflected
efforts to create new products or services (e.g., Cool & Schendel, 1987). There
is no direct counterpart of R&D in hospitals, since individual hospitals very
rarely create new medical technologies. However, when a new technology is
made available, hospitals wishing to adopt it must have highly and recently
trained medical professionals to ensure its proper and effective use. Thus, in
this study, we used the amount of direct medical education, defined as
intern and resident salaries plus other direct costs divided by the number of
full-time interns and residents, to measure R&D.

Finance. These variables are based on the notion that a firm’s financial
policies reflect and support its long-term strategic decisions. We examined
two categories of financial measures. Financial structure refers to the struc-
ture of a firm’s assets and liabilities. In this study, we used the current ratio
(current assets divided by current liabilities), which has been used in several
previous studies of strategic groups (e.g., Fiegenbaum, Sudharshan, & Thom-
as, 1990; Lawless, Bergh, & Wilsted, 1989). Capital investment refers to the
amount of funds spent on improving the firm’s facilities. In this study, we
used a measure of investment in capital goods, capital cost per discharge,
defined as in-patient interest and depreciation accrued by the hospital di-
vided by total facility discharges.

Marketing. Marketing variables have been used to define strategic
groups because they reflect firms’ product-market choices (Oster, 1982).
Marketing variables in this study were divided into three categories. Pricing
refers to the amount that a firm charges for its goods or services. Generally,
higher prices are associated with more differentiated offerings (Porter, 1980).
In this study, the markup ratio, computed as gross patient service revenue
plus other operating revenue divided by operating expenses, was used since
it gauges the costliness of a hospital’s services. Scope of activity refers to the
firm’s range of products, services, and markets. In this study, we used market
share, county, defined as the hospital’s percentage of the total net patient
revenue for the county in which it was located. Hatten, Schendel, and Coo-
per (1978), Hatten and Hatten (1985), and Hergert (1987) have previously
used market share to measure this type of variable. Distribution refers to the
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methods a firm uses to make its goods or services available to customers.
In-patient and out-patient care are the two main channels through which
customers receive a hospital’s services. The relative amounts of services that
are distributed through each channel reflect how a hospital has chosen to
deliver its services. Thus, the ratio of in-patient revenue to total patient
revenue was used to measure distribution.

Organization and management. Organizational and managerial vari-
ables are not direct measures of firms’ competitive strategies, but some are
important to the explanation of performance (Beard & Dess, 1981). The most
commonly used organizational variable has been size (e.g., Hatten & Schen-
del, 1977; Lewis & Thomas, 1990; Porter, 1973). Accordingly, we used a
common measure of size, number of beds.

Deductive Measures

The deductive approach, which focuses on a theory-based, a priori ex-
amination of the configurations-performance link, involved measuring two
aspects of competitive strategy as clustering dimensions: source of compet-
itive advantage (seeking new opportunities versus increasing efficiency) and
breadth of operations.

Source of competitive advantage. Hospital services can be categorized
as routine (radiology, pharmacy) or nonroutine (neonatal and burn care
units). Hospitals seeking to exploit new service opportunities have a rela-
tively large percentage of their patients in nonroutine service units (Shortell
et al., 1990). Conversely, hospitals that focus on efficiency tend to pay less
attention to the opportunities presented by cutting-edge medical services
and instead concentrate on operating routine services as cost-effectively as
possible (Meyer, 1982). Thus, in this study, we measured the source of
competitive advantage by the percentage of routine patient days, calculated
as total routine days divided by the total number of in-patient days. Hospi-
tals with a low percentage of routine service days were seen as emphasizing
innovation (an r-strategy), and those with a high percentage of routine ser-
vice days were seen as focusing on efficiency (a K-strategy).

Breadth of operations. We used the Guide to the Health Care Field to
identify the services each hospital offered in each year of the study (1986—
90). Each year, the AHA provides hospitals with a list of services, and each
hospital indicates the services that it provided in that particular year. For the
period covered in this study, the number of offerings on the AHA list ranged
from 54 in 1986 to 77 in 1990. The total number of services offered from that
list by each hospital in each year was used to indicate the breadth of oper-
ations. We saw hospitals that had a narrow breadth of service offerings as
following more of a specialist strategy and saw those offering a broader range
as following a generalist strategy.

Performance Constructs and Measures

As Table 2 shows, previous studies of the configurations-performance
relationship have used performance measures related to sales, equity and
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TABLE 2
Constructs and Variables Used to Measure the Performance of
Strategic Groups

Construct Variable Representative Study

Sales Sales growth Dess & Davis, 1984
Average order size Frazier & Howell, 1983
Sales per salesperson Frazier & Howell, 1983
Sales per employee Frazier & Howell, 1983
Composition of sales Frazier & Howell, 1983
Inflation-adjusted return on sales Cool & Schendel, 1987
After-tax return on total sales Robinson & Pearce, 1988
Ratio of sales to total assets Lawless & Finch, 1989
Return on sales Lewis & Thomas, 1990
Sales per $100 market value of stock Lawless & Finch, 1989
Incidence of new product failures DeBondt, Sleuwaegen, &

Veugelers, 1988

Sales Boeker, 1991
Combined ratio Fiegenbaum & Thomas, 1990
Risk of combined ratio Fiegenbaum & Thomas, 1990
Risk adjusted for combined ratio Fiegenbaum & Thomas, 1990

Equity and Return on equity Porter, 1973

investment  Return on net worth Frazier & Howell, 1983
Return on investment Lawless & Finch, 1989
Earnings per share Lawless & Finch, 1989
Cash flow per share Lawless & Finch, 1989
Dividend yields Lawless & Finch, 1989
Return on capital employed Lewis & Thomas, 1990
Weighted index of growth in price/earnings  Lewis & Thomas, 1990
ratio

Assets Return on assets Dess & Davis, 1984
Total asset turnover Frazier & Howell, 1983
Operating income on assets Hatten & Hatten, 1985

Margin and Price-cost margin Newman, 1973

profit Net profit before taxes Frazier & Howell, 1983

Market share

Industry profit share

Relative profit share

Revenue per unit

Profitability

Pretax income per $100 market value of
stock

Net income per $100 market value of stock

Average profit margin

Market share

Weighted market share

Weighted segment share

Risk of market share

Hatten & Hatten, 1985
Hatten & Hatten, 1985
Tremblay, 1985

Nath, 1988

Lawless & Finch, 1989

Lawless & Finch, 1989
Kumar, 1990

Nath, 1988

Fiegenbaum & Thomas, 1990

Cool & Schendel, 1987

Fiegenbaum & Thomas, 1990
Fiegenbaum & Thomas, 1990
Fiegenbaum & Thomas, 1990
Fiegenbaum & Thomas, 1990
Hawes & Crittenden, 1984
Pegels & Sekar, 1989

Nath, 1988

Risk of weighted market share

Risk adjusted for market share

Risk adjusted for weighted market share
Respondent rating of overall success
Attractiveness for affiliation

Occupancy rate of hospital

Overall
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investment, assets, margin and profit, market share, and overall perfor-
mance. For consistency with prior work, we examined one measure of each
construct, except for market share, which was used as a clustering dimen-
sion. For a sales measure, net patient revenue per bed was used. Return on
equity, which has been employed in several studies (e.g., Hatten & Schendel,
1977; Lawless & Tegarden, 1991), represented equity and investment. Sim-
ilarly, return on assets was used to represent asset-related measures. For
margin and profit, we used profit-per-discharge, defined as net inpatient
revenue minus in-patient cost divided by total facility discharges. Finally,
following Nath (1988), we assessed overall performance by examining aver-
age occupancy, which reflects the extent to which a hospital presents an
attractive bundle of characteristics to admitting physicians and potential
patients.

Statistical Analyses

Clustering procedures. The following procedures were performed for
both approaches in each of the five years examined (cf. Goes, 1989; Goes &
Meyer, 1990). After standardizing the variables, we obtained a suggested
grouping structure through cluster analysis using the complete linkage
method. Many clustering techniques are available, each with its own
strengths and limitations (Punj & Stewart, 1983). Complete linkage is a rig-
orous technique in that it requires potential members of a cluster to bear
similarity to all members of the cluster (Aldenderfer & Blashfield, 1984). A
key unresolved issue in cluster analysis is the choice of a stopping rule, a
criterion for determining how many clusters exist (Aldenderfer & Blashfield,
1984; Everitt, 1979). Some configurational researchers have used numerical
rules of thumb, such as not adding clusters once a certain level of variance
in data structure is explained (e.g., Fiegenbaum & Thomas, 1990; Lewis &
Thomas, 1990). Like Miles, Snow, and Sharfman (1993), we used the most
commonly employed technique to define the number of clusters (Aldender-
fer & Blashfield, 1984), visual inspection of tree-plots.?

We sought confirmation of the number of configurations by randomly
splitting the population of hospitals for each year into two subgroups (Hair,
Anderson, Tatham, & Black, 1992}, which we then cluster-analyzed using
complete linkage. The purpose of the splitting procedure was to check
whether the clustering algorithms were capitalizing on random variation.
Next, confirmation of configuration membership was sought using an itera-
tive partitioning method, k-means,? that has proved useful in prior config-
urational research (Dess & Davis, 1984; Fiegenbaum & Thomas, 1990; Goes,

% Tree-plots, also called dendogranis or phenograms, are visual depictions of the sequence
of convergence among clusters as the level of similarity within clusters decreases (Aldenderfer
& Blashfield, 1984).

® The k-means algorithm, also called nearest centroid sorting, assigns the cluster member-
ship of each observation to the cluster with the nearest centroid (Aldenderfer & Blashfield,
1984).
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1989). Specifically, the FASTCLUS procedure of SAS was used (SAS Insti-
tute, 1985). Because iterative partitioning makes multiple passes through a
data set, it is able to compensate for poor initial cluster assignments, one of
the major drawbacks of many other clustering procedures (Aldenderfer &
Blashfield, 1984).

Using the resultant groupings, we conducted multivariate analyses of
variance (MANOVAs) in which the performance measures were dependent
variables. Where the MANOVA results were significant, Bonferroni tests
(Miller, 1981) were performed to find significant pairwise differences. The
MANOVA tests provided an additional test of the validity of the clustering
solutions (Aldenderfer & Blashfield, 1984).

RESULTS
Descriptive Statistics

Tables 3—7 present the means, standard deviations, and Pearson zero-
order correlations among (1) the inductive approach clustering variables, (2)
the deductive approach clustering variables, and (3) the performance vari-
ables for each year of the study. If two variables of the inductive clustering
criteria were highly correlated, including both in the clustering procedure
could represent double inclusion of one underlying factor. One such prob-
lem was discovered: the correlation between number of beds and total assets
was greater than .85 in each year. A similar situation arose with respect to
two of the performance measures, return on assets and profit per discharge,
whose correlation steadily increased from .61 in 1986 to .83 in 1990. There-
fore, we chose to exclude total assets and profit per discharge from subse-
quent analyses.

We also compared the groupings from the inductive and deductive ap-
proaches with the type and ownership of the organizations in each config-
uration. We did not find a pattern to indicate that these dimensions were
masking the criteria used to derive the configurations for either approach.

Hypothesis Testing

Table 8 shows the results of the clustering procedures for both the in-
ductive and deductive approaches. Over the five-year period of study, the
inductive approach yielded a minimum of three configurations and a max-
imum of five. In each year, one of the split data sets duplicated the results
obtained using the full data set and the other, though equally inconsistent in
the number of groups over the five-year period of study, did not fully du-
plicate the full set year by year. The deductive approach yielded a more
consistent pattern over the same period: four configurations were found in
each year of the study for all full and split sample solutions. For both ap-
proaches, the two clustering procedures (complete linkage and k-means it-
erative partitioning) generally agreed on the membership of configurations.
Where disagreements existed, we used the iterative partitioning assignment
because of its unique ability to overcome poor initial assignments.
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TABLE 3
Descriptive Statistics, 1986*
Variables Means s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13
Inductive approach
clustering variables 4
1. Number of beds 273.24  179.23
2. Length of stay 13.57 27.74 -.10
3. Direct medical education
per full-time employee 19.45 27.03 26 -.13
4. Current ratio 2.39 1.38 —.05 .01 -.17
5. Capital cost per discharge  415.12  382.18 .00 .05 —.06 .18
6. Markup ratio 1.52 0.28 10 -.14 .15 -.02 .20
7. Market share, county 9.37 13.05 .37 -.11 12 .16 -.12 -.31
8. In-patient revenue/total
patient revenue 84.66 9.40 11 .34 —.03 .01 31 27 .02
Deductive approach
clustering variables
9. Percentage of routine
patient days 90.07 6.47 —.54 .30 -.21 .09 .23 -.03 —-.26 .20
10. Number of services 26.35 9.89 71 ~.28 .33 -.13 -.13 .14 .27 —.12 ~.78
Performance
11. Net patient revenue
per bed 166.25 59.98 .21 -.25 .18 ~.07 .16 .27 .04 —.13 —.32 -.31
12. Return on equity 14.28 23.83 -.20 -.04 —-.11 .01 .15 —.01 -.06 .03 .22 -.23 .08
13. Return on assets 5.24 7.73 -.07 —-.06 —.08 .24 .13 .23 .07 .08 .01 -.09 42 .33
14. Occupancy 71.88 11.35 14 .20 .04 .13 .30 .37 —.06 .58 .16 —.08 -.14 -.18 21

aN = 85. All correlations greater than
significant at p < .001.

.20 are significant at p < .05; all correlations greater than

.26 are significant at p < .01; all

correlations greater than .34 are
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TABLE 4
Descriptive Statistics, 19872

Variables Means s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13

Inductive approach
clustering variables

1. Number of beds 260.35 158.26
2. Length of stay 10.61 933 .24
3. Direct medical education
per full-time employee 18.42 23.89 37 —.16
4. Current ratio 2.36 1.22 -.03 .08 -.12
5. Capital cost per discharge  468.71  404.85 —.02 49 —.03 .16
6. Markup ratio 1.52 0.29 -.03 .15 .15 .09 17
7. Market share, county 9.99 13.35 42 -22 12 03 —-.11 -.33
8. In-patient revenue/total
patient revenue 83.76 9.72 17 .33 .04 -.07 31 .25 .00

Deductive approach
clustering variables
9. Percentage of routine

patient days 89.51 7.02 —.53 .56 —.29 .18 .23 .10 —.26 .16
10. Number of services 24.25 9.82 67  —.49 47 -.01 —-.09 .06 31 -.09 -—.72
Performance
11. Net patient revenue
per bed 176.15 60.04 13 —.25 .28 .05 .18 13 .03 —.20 —-.26 .38
12. Return on equity -1.98 60.62 .09 -.30 .10 10 -.07 .16 .00 —.26 —.08 .18 —.04
13. Return on assets 0.80 16.02 .07 .15 .03 .24 .07 .42 -.04 -.11 .03 A1 .00 31
14. Occupancy 72.22 11.62 .15 .49 .01 .00 .33 a1 -.07 .69 .16 -.13 —.16 -.19 .02

#N = 80. All correlations greater than .20 are significant at p < .05; all correlations greater than .27 are significant at p < .01; all correlations greater than .36 are
significant at p < .001.
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TABLE 5
Descriptive Statistics, 1988
Variables Means s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13
Inductive approach
clustering variables 4
1. Number of beds 255.20 160.87
2. Length of stay 10.41 8.75 —.25
3. Direct medical education
per full-time employee 20.28 27.59 34 -9
4. Current ratio 2.16 1.07 .03 17 -.12
5. Capital cost per discharge  487.42 403.25 -.07 52  —.05 12
6. Markup ratio 1.58 0.32 -.03 .15 -1 .31 .15
7. Market share, county 8.72 8.64 .58 -.29 .10 .07 -.10 -.05
8. In-patient revenue/total
patient revenue 83.26 9.74 12 .53 .01 —.06 .23 .15 —-.09

Deductive approach
clustering variables
9. Percentage of routine

patient days 89.50 6.73 -.57 .58 -.34 .06 .25 .04 —.38 .16
10. Number of services 24.38 10.26 .68 -.53 .44 .01 —.16 .07 .49 -.13 —.68
Performance
11. Net patient revenue
per bed 189.35 73.58 .14 —.22 .27 .15 .18 .29 .26 -.27 -.21 .32
12. Return on equity 30.56 225.00 -.23 .03 -.26 -.07 .08 41 —.24 —-.01 A2 —-.12 .01
13. Return on assets -3.26 29.85 -.09 13 —.23 .35 .16 .58 .03 —-.14 .14 —.06 .29 .37
14. Occupancy 73.23 11.11 .19 .52 .07 17 .32 .14 .02 .53 .16 -.10 -.03 -.13 —-.03

4N = 80. All correlations greater than .21 are significant at p < .05; all correlations greater than .26 are significant at p < .01; all correlations greater than .35 are
significant at p < .001.
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TABLE 6
Descriptive Statistics, 1989

Variables Means s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13

Inductive approach
clustering variables

1. Number of beds 268.50 176.84
2. Length of stay 10.74 9.70 -.22
3. Direct medical education
per full-time employee 19.01 25.43 .23 ~.20
4. Current ratio 2.27 1.50 -.05 .32 -.11
5. Capital cost per discharge 568.96 44660 —.03 .58 —.10 .21
6. Markup ratio 1.65 0.32 .03 -.14 .06 .19 .01
7. Market share, county 9.75 13.40 .39 -.20 .07 .00 -.19 -.27
8. In-patient revenue/total
patient revenue 82.50 9.45 14 .61 .04 17 .38 .07 -.02

Deductive approach
clustering variables
9. Percentage of routine

patient days 89.26 6.98 —.55 .61 —.18 .25 .32 -.12 -.24 23
10. Number of services 24.50 11.18 .68 —.52 .16 -.18 —.17 17 .23 —.15 —-.72
Performance
11. Net patient revenue
per bed 206.20 74.79 .21 -.32 .35 .03 11 .19 .01 -.29 —.27 .33
12. Return on equity 5.46 36.61 —.26 .06 -.29 .01 .09 .03 —.08 —-.07 12 —.04 .04
13. Return on assets -0.22 8.45 .08 .28 -.15 .30 .07 .05 .20 12 .04 —-.07 .00 .05
14. Occupancy 72.37 10.57 .25 .45 .15 .26 .46 12 .00 .60 .09 —-.03 .21 —.05 .18

®N = 82. All correlations greater than .20 are significant at p < .05; all correlations greater than .27 are significant at p < .01; all correlations greater than .36 are
significant at p < .001.
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TABLE 7
Descriptive Statistics, 1990?

Variables Means s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13

Inductive approach
clustering variables

1. Number of beds 253.43 164.30
2. Length of stay 9.90 7.84 -—.22
3. Direct medical education
per full-time employee 20.02  26.61 .23 -.15
4. Current ratio 2.37 1.55 .07 17 .01
5. Capital cost per
discharge 613.36 515.48 .08 61 —-.06 .01
6. Markup ratio 1.86 0.30 .40 -.23 -.05 .03 -.01
7. Market share, county 7.18 7.37 44 -.30 —.08 .10 -.13 22
8. In-patient revenue/total
patient revenue 80.67 10.31 .22 .59 13 .07 44 13 -.15

Deductive approach
clustering variables
9. Percentage of routine

patient days 89.17 6.96 —.58 .60 -.10 .15 .22 —.36 -.35 .13
10. Number of services 33.30 14.37 .80 -.53 .23 -.02 -.11 .36 .45 ~.06 .75
Performance
11. Net patient revenue
per bed 226.99 80.36 .35 -.33 17 .06 .06 .20 14 -.35 —-.35 44
12. Return on equity 4.12 5791 -.05 -.09 -.25 -.13 .01 12 .04 -.19 -.13 .05 .16
13. Return on assets -0.39 14.62 .07 .01 -.36 11 .01 .16 .23 -.12 —.05 .01 .31 .13
14. Occupancy 72.59 10.60 .24 42 .29 -.01 .43 .00 .01 .63 A1 .04 .06 —-.14 -.09

N = 69. All correlations greater than .23 are significant at p < .05; all correlations greater than .30 are significant at p < .01; all correlations greater than .36 are
significant at p < .001.
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TABLE 8
Type and Membership of Configurations
Inductive Approach Deductive Approach
Year Configuration Frequency Configuration Frequency
1986 1 1 Entrepreneurs/r-specialists 20
2 81 Prospectors/r-generalists 3
3 2 Defenders/K-specialists 17
4 1 Analyzers/K-generalists 45
1987 1 26 Entrepreneurs/r-specialists 18
2 7 Prospectors/r-generalists 3
3 7 Defenders/K-specialists 21
4 40 Analyzers/K-generalists 38
1988 1 9 Entrepreneurs/r-specialists 17
2 1 Prospectors/r-generalists 16
3 70 Defenders/K-specialists 23
Analyzers/K-generalists 24
1989 1 24 Entrepreneurs/r-specialists 16
2 3 Prospectors/r-generalists 13
3 3 Defenders/K-specialists 28
4 46 Analyzers/K-generalists 25
5 6
1990 1 2 Entrepreneurs/r-specialists 16
2 7 Prospectors/r-generalists 8
3 46 Defenders/K-specialists 22
4 14 Analyzers/K-generalists 23

The results supported Hypothesis 1a, which predicts that the two ap-
proaches will produce different groupings. In addition, support emerged for
Hypothesis 1b, which indicates that the inductive approach will produce
inconsistent numbers of configurations over time. Lastly, findings also sup-
ported the contention of Hypothesis 1c that four configurations—
entrepreneurs/r-specialists, prospectors/r-generalists, defenders/K-
specialists, and analyzers/K-generalists—will be consistently found by the
deductive approach across the five-year period.

Table 9 presents the MANOVA results for each approach and year.
These results show that the deductive approach was able to discriminate
consistently between configurations that vary in performance: Wilks’s
lambda (all =.748) was significant (all F > 1.87, p < .05) for all five years. In
contrast, the inductive approach was much less consistent. In three years,
1987, 1989, and 1990, the inductive approach found groups that varied
significantly in performance, but in two years (1986 and 1988} it failed to
find such differences. Thus, the MANOVA results supported Hypothesis 2:
the deductive approach was superior in distinguishing differentially per-
forming configurations.

Table 10 shows the significant pairwise performance differences be-
tween deductive configurational types obtained through Bonferroni tests.
This set of pairwise differences offered moderate support for Hypothesis 3a,
which predicts that this approach will permit prediction of the configura-
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TABLE 9
MANOVA Results for Configurations and Performance
Wilks’s

Year and Approach Lambda F df
1986

Inductive .849 1.102 12,207

Deductive 654 3.004** 12,207
1987

Inductive 499 4.838*** 12,193

Deductive .748 1.869* 12,193
1988

Inductive .852 1.542 8,148

Deductive .576 3.747*** 12,193
1989

Inductive 444 4.308*** 16,227

Deductive .500 4.964*** 12,199
1990

Inductive 544 3.538%** 12,164

Deductive .554 3.425*** 12,164

*p< .05
** < .01
*** p < .001

tions-performance relationship. The evidence related to Hypothesis 3b was
mixed: specialists (entrepreneurs and defenders) significantly outperformed
generalists (prospectors and analyzers) in five pairwise comparisons, and
the opposite was true in six cases. Strong support was found for Hypothesis
3c: the r-groups significantly outperformed the K-groups in 15 pairwise com-
parisons, and the reverse did not occur. Thus, there was modest support for
the expectation that r-specialists would have the best performance in the
hospital industry and K-generalists would have the worst. The r-specialists
performed better than other configurational types along one of the perfor-
mance dimensions seven times, exhibiting better performance than occurred
with the two K-strategies, outperforming the K-generalists five times and the
K-specialists twice. The evidence that the K-generalists were the poorest
performers was more pronounced: they were outperformed along a perfor-
mance dimension ten times and were never significantly better than any
other group. Thus, taken together, the Bonferroni tests provided support for
the ability of the deductive approach to predict performance differences
between configurations. Interestingly, the number of significant perfor-
mance differences between deductively defined configurations increased
over time: only 2 significant contrasts were found in the first two years of the
study, but 12 were found in the last two years.

In sum, the findings indicated that (1) the deductive approach consis-
tently identified four types of configurations for each of the five years of the
study and the inductive approach was inconsistent, identifying between
three and five groupings over the same period, (2) the deductive approach
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TABLE 10
Pairwise Performance Differences Between Deductive
Configurational Types®
Performance
Year Measures Significant Contrasts
1986 Return on equity Entrepreneurs/r-specialists > analyzers/K-generalists
1987 Occupancy Entrepreneurs/r-specialists > analyzers/K-generalists
1988 Net patient revenue Prospectors/r-generalists > defenders/K-specialists
per bed
Occupancy Entrepreneurs/r-specialists > defenders/K-specialists
Entrepreneurs/r-specialists > analyzers/K-generalists
Prospectors/r-generalists > analyzers/K-generalists
1989 Net patient revenue Prospectors/r-generalists > analyzers/K-generalists
per bed Prospectors/r-generalists > entrepreneurs/r-specialists
Prospectors/r-generalists > entrepreneurs/r-specialists
Occupancy Entrepreneurs/r-specialists > defenders/K-specialists
Entrepreneurs/r-specialists > analyzers/K-generalists
Prospectors/r-generalists > defenders/K-specialists
Prospectors/r-generalists > analyzers/K-generalists
1990 Net patient revenue Prospectors/r-generalists > defenders/K-specialists

per bed Prospectors/r-generalists > analyzers/K-generalists
Prospectors/r-generalists > entrepreneurs/r-specialists
Prospectors/r-generalists > analyzers/K-generalists
Entrepreneurs/r-specialists > analyzers/K-generalists

Occupancy

* All the pairwise performance differences shown are significant at p < .05.

was better than the inductive approach in identifying differentially perform-
ing configurations, and (3) the deductive approach permitted moderately
accurate predictions of the relative performance of the configurations.

DISCUSSION

Despite the large volume of relevant empirical research in the strategic
management literature, the debate over the relationship between organiza-
tional configurations and performance remains unresolved. The present
study provides new insights to this debate by showing, first, that the ap-
proach used to define configurations affects the number, type, and consis-
tency of configurations over time. In addition, this study establishes the
utility of a specific deductive approach for deriving configurations and for
explaining and predicting their performance. Several theoretical and meth-
odological implications flow from these overall findings.

Implications for Configurational Theory Development

The present study offers specific guidance for research that seeks to
explain and predict the relative performance of configurational types. We
expected that, in this particular environment, r-specialists would be the best
performers and K-generalists would be the worst. However, the r-generalists
performed as well as the r-specialists, and both of these groups clearly out-
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performed the K-groups. One possible explanation for these mixed results is
that dynamism was the dominant feature of the environment. The rapid pace
of change in the hospital industry in the late 1980s may have not only placed
a premium on innovation (as predicted by Hypothesis 3c) but also made it
difficult for specialists to isolate and maintain control over the resources
needed to gain advantages over generalists by focusing on a narrow set of
offerings. Indeed, the results support Carroll’s (1984) assertion that general-
ists and specialists can develop a symbiotic relationship in this type of
environment. However, we found that only those generalists and specialists
that focused on innovation {(entrepreneurs and prospectors) were successful,
suggesting a finer-grained relationship than that described by previous the-
ory. Further research is needed to identify the conditions under which this
type of relationship may take on additional forms, such as K-generalists and
K-specialists successfully coexisting.

The present findings also support the assertion of Reger and Huff (1993)
that a configuration is perhaps better not conceptualized as monolithic but
rather as consisting of (1) core firms that share and define the configuration’s
position and (2) secondary, or peripheral, firms linked to the core along some
key dimensions but making their own unique decisions. This distinction
may explain why post hoc inspection of the data revealed that there were
some shifts in deductive configuration membership but not in the number of
configurations. Specifically, peripheral organizations may have the ability to
shift their configuration membership as the process of environmental change
and industry reactions provide insight about successful and unsuccessful
strategies. Future research should address such issues as the stability of
configuration membership over time, the long-term viability of firms on the
periphery of a configuration, industry conditions that promote or impede the
existence of peripheral organizations, the environmental conditions or in-
dustry events that prompt an organization’s move to another configuration’s
periphery or to its core, and lastly, the critical differences between organ-
izations that shift configuration and those that do not.

Evidence was also found that as the hospital industry increased in com-
plexity over the 1980s, possessing an appropriate strategy resulted in in-
creasingly stronger performance. Those organizations that were following an
innovative, or r-type, strategy, and those that were able to change to such an
approach, were successful. The clearest example of the latter was the move-
ment of K-generalists who had performed poorly in 1986—87 to an r-gener-
alist approach in subsequent years. These organizations appear to have been
peripheral members of a poorly performing configuration who changed strat-
egy and became members of a more lucrative configuration. In contrast, the
organizations that were core members of K-groups during the period of the
study were unable to reverse their fortunes. Theoretically, this finding rep-
resents a unique blend of determinism and choice that recognizes both the
power of the environment for dictating organizational form (Hannan & Free-
man, 1984) and the importance of a strategic position that permits choice
alternatives (Hrebiniak & Joyce, 1985). Specifically, choice may be applica-
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ble to peripheral organizations, but ecological arguments are more appropri-
ate for core organizations. Perhaps applying this loose and tight configura-
tion membership distinction (Reger & Huff, 1993) will help resolve the long-
running choice-versus-ecology debate.

Implications for Conducting Configurational Research

A number of methodological implications for the use of a configura-
tional perspective also arise from this study. Configurational approaches
appear at least as promising as universalistic approaches for advancing
knowledge of organizational phenomena (Miller & Mintzberg, 1983). How-
ever, our results with respect to the inductive approach support previous
assertions that some approaches may provide configurations that are merely
statistical artifacts (e.g., Barney & Hoskisson, 1990; Thomas & Venkatraman,
1988). Thus, the strong emphasis on inductive empiricism in prior work,
such as that found in the strategic groups literature, appears to have con-
strained the ability of configurational approaches to inform organizational
inquiry in general, and strategic management research in particular, espe-
cially in explicating clear and well-grounded links with important outcome
variables. However, the results of the present study suggest that direct com-
parisons of alternative means of defining configurations, including induc-
tive approaches, will contribute to the development of valid and precise
frameworks for describing organizations and explaining their performance
differences.

In this vein, the wide array of typologies and taxonomies that abound in
the strategic management literature should be empirically examined with
respect to their concurrent dimensions with an overall goal of reducing the
theoretical complexities that configurational research inevitably generates.
Encouragingly, research of this sort has already begun (e.g., Miller, 1992;
Segev, 1989). It is essential that researchers develop valid, parsimonious,
theory-based configurations at the industry, organization, and even top man-
agement levels of analysis (Snow & Miles, 1983) before making attempts to
relate configurations to outcome variables such as performance. By integrat-
ing multiple theoretical perspectives and by comparing different approaches
to defining configurations and their relative performance, the present study
took an additional step in this direction.

Further, research designs that consider cognitive approaches to deriving
configurations—approaches that rely on practitioners’ perceptions and un-
derstanding of competitive environments—are needed to fully explain in-
dustry and organizational dynamics. This study’s sole reliance on secondary
data sources did not permit an in-depth understanding of managers’ goals,
motivations, or intentions. Cognitive studies of strategic groups (e.g., Porac
et al., 1989; Reger, 1990; Reger & Huff, 1993) have found that managers tend
to group firms in their industry differently than researchers. Thus, the con-
figurations that were generated in the present study might provide only a
partial depiction of the industry and performance variation among organ-
izations within it. In future research, different combinations of the induc-
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tive, deductive, and cognitive approaches may offer needed complementa-
rity in explaining industry and firm coevolution. For example, the configu-
rations defined through deduction might offer a heuristic framework in the
form of certain assumptions and constraints to guide further inductive in-
quiry. In turn, inductive research (including cognitive approaches} might
uncover or highlight critical configurational dimensions. Thus, cycling
through the approaches might enhance understanding in ways not possible
through the use of a single configurational approach.

In designing any configurational inquiry, researchers must be careful to
construct groupings that reflect the critical attributes of the system or sys-
tems under examination. For example, one implication of the rapid spread of
the network form of organization (Miles & Snow, 1986; Powell, 1990} is that
traditional criteria for defining configurations may be inadequate. That is, as
firms form strategic alliances in order to compete, especially in the health
care industry (cf. Longest, 1990), one criterion for defining configurations
may be network or alliance membership. Building theoretical frameworks
that incorporate such interorganizational links may be required in a growing
number of industries. Similar fine-grained approaches may offer insight into
corporate strategies as well. Although there is a rich tradition of configura-
tional research at the corporate level (e.g., Keats & Hitt, 1988; Rumelt, 1974),
more precise analysis, such as that used in the present study, may help to
clarify the equivocal findings with respect to the relationship between di-
versification and performance.

Finally, it is clear from this study and others that longitudinal designs
are essential for using the configurational perspective to explain and predict
performance. For example, had we used a cross-sectional design in the
present study and selected 1987 as the focal year, the results would have
shown that the inductive approach was superior to the deductive approach
for identifying differentially performing configurations. In this vein, future
studies might profitably explore different lag times between the derivation of
configurations and the measurement of performance. Indeed, factors such as
the extent of an industry’s fragmentation, the nature of the industry’s prod-
uct-service offering (Normann & Ramirez, 1989), and the influence of inter-
national competition (Mitchell, Shaver, & Yeung, 1992) might dictate that
the nature and extent of performance differences across configurations do
not become apparent until well after an industry’s structure has been estab-
lished or major environmental jolts have been felt. As more is learned about
the specific strategies that succeed in particular environments, the develop-
ment and testing of sophisticated theoretical models to predict appropriate
lags could help to further clarify the relationship between organizational
configurations and performance.

CONCLUSION

Empirical efforts to link organizational configurations and performance
arose in the early 1970s through the work of strategic groups researchers. In
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the 1980s, they and other researchers pursued the implications of configu-
rations in earnest as they tried to understand the relationship between com-
petitive strategy and performance. However, in the aggregate results have
been equivocal. Findings from the present study suggest that, in the future,
researchers can perhaps best explain the performance implications of organ-
izational configurations by employing deductive approaches to defining
configurations and predicting performance. Such efforts promise not only to
help determine the relative importance of configurations to the field of stra-
tegic management but also to enhance knowledge of the strategy-
performance link that is central to the field.

REFERENCES

Aldenderfer, M. S., & Blashfield, R. K. 1984. Cluster analysis. Newbury Park, CA: Sage.

Aldrich, H. 1979. Organizations and environments. Englewood Cliffs, NJ: Prentice-Hall.

Amel, D. F., & Rhoades, S. A. 1988. Strategic groups in banking. Review of Economics and
Statistics, 70: 685-689.

Bacharach, S. G. 1989. Organizational theories: Some criteria for evaluation. Academy of Man-
agement Review, 14: 496-515.

Bain, J. S. 1956. Barriers to new competition. Cambridge, MA: Harvard University Press.

Bain, ]. S. 1968. Industrial organization (2d ed.). New York: Wiley.

Baird, I. S., Sudharshan, D., & Thomas, H. Addressing temporal change in strategic groups

analysis: A three-mode factor analysis approach. Journal of Management Studies, 25:
425-439.

Barney, |. B., & Hoskisson, R. E. 1990. Strategic groups: Untested assertions and research pro-
posals. Managerial and Decision Economics, 11: 187-198.

Baucus, D. A. 1987. Collusion versus superiority: An analysis of alternative explanations for
profit. Unpublished doctoral dissertation, Indiana University, Bloomington.

Beard, D. W., & Dess, G. G. 1981. Corporate-level strategy, business-level strategy, and firm
performance. Academy of Management Journal, 24: 663 —688.

Boeker, W. 1991. Organizational strategy: An ecological perspective. Academy of Management
Journal, 34: 613-635.

Bourgeois, L.]. 1980. Strategy and environment: A conceptual integration. Academy of Man-
agement Review, 5: 25-39.

Braithwaite, R. 1955. Scientific explanation. Cambridge: Cambridge University Press.

Brittain, J., & Freeman, J. 1980. Organizational proliferation and density dependent selection. In

J. Kimberly & R. Miles (Eds.), The organizational life cycle: 291-338. San Francisco:
Jossey-Bass.

Burns, T., & Stalker, G. M. 1961. The management of innovation. London: Tavistock.

Carroll, G. 1984. The specialist strategy. In G. Carroll & D. Vogel (Eds.), Strategy and organ-
ization: A West Coast perspective: 117—128. Boston: Pittman.

Caves, R., & Porter, M. 1977. From entry barriers to mobility barriers: Conjectural decisions and
contrived deterrence to new competition. Quarterly Journal of Economics, 91: 241—261.

Caves, R., & Pugel, T. 1980. Intraindustry differences in conduct and performance: Viable
strategies in U.S. manufacturing industries. Monograph, New York University, New York.

Child, J. 1972. Organizational structure, environment, and performance: The role of strategic
choice. Sociology, 6: 1-22.

Cool, K., & Schendel, D. 1987. Strategic group formation and performance: The case of the U.S.
pharmaceutical industry, 1963-1982. Management Science, 33: 1102—1124.

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1993 Ketchen, Thomas, and Snow 1309

DeBondt, R., Sleuwaegen, L., & Veugelers, R. 1988. Innovative strategic groups in multinational
industries. European Economic Review, 32: 905—925.

Dess, G. G., & Beard, D. W. 1984. Dimensions of organizational task environments. Adminis-
trative Science Quarterly, 29: 52-73.

Dess, G. G., & Davis, P. S. 1984. Porter’s (1980) generic strategies as determinants of strategic
group membership and performance. Academy of Management Journal, 27: 467 -488.

Dierickx, I, & Cool, K. 1989. Asset stock accumulation and sustainability of competitive ad-
vantage. Management Science, 35: 1504—1511.

Dowling, M. ]., & Ruefli, T. W. 1991. Technological innovation as a gateway to entry: The case
of the telecommunications equipment industry. Research Policy, 21: 63—77.

Emery, F. E., & Trist, E. L. 1965. The causal texture of organizational environments. Human
Relations, 18: 21-32.

Everitt, B. S. 1979. Unresolved problems in cluster analysis. Biometrics, 35: 169—181.

Fiegenbaum, A., Sudharsan, D., & Thomas, H. 1990. Strategic time periods and strategic groups
research: Concepts and an empirical example. Journal of Management Studies, 27: 133—
148.

Fiegenbaum, A., & Thomas, H. 1990. Strategic groups and performance: The U.S. insurance
industry, 1970-1984. Strategic Management Journal, 11: 197-215.

Fombrun, C., & Zajac, E. 1987. Structural and perceptual influences on intraindustry stratifi-
cation. Academy of Management Journal, 30: 33-50.

Frazier, G. L., & Howell, R. D. 1983. Business definition and performance. Journal of Market-
ing, 47 (Spring): 59-67.

Galbraith, ]. 1973. Designing complex organizations. Reading, MA: Addison-Wesley.

Galbraith, C., & Schendel, D. 1983. An empirical analysis of strategy types. Strategic Manage-
ment Journal, 4: 153-173.

Goes, ]. B. 1989. Strategic change and organizational performance: A longitudinal study of
California hospitals. Unpublished doctoral dissertation, University of Oregon Graduate
School of Management, Eugene.

Goes, ]. B., & Meyer, A. D. 1990. Patterns of strategic change, environmental change, and per-
formance: A longitudinal study of California hospitals. Academy of Management Best
Papers Proceedings: 85—89.

Guterman, S., & Dobson, A. 1986. Impact of the medicare prospective payment system for
hospitals. Health Care Financing Review, 7: 97—-114.

Hair, J. F., Anderson, R. E., Tatham, R. L., & Black, W. C. 1992. Multivariate data analysis.
New York: MacMillan.

Hambrick, D. C. 1983. Some tests of the effectiveness and functional attributes of Miles and
Snow’s strategic types. Academy of Management Journal, 26: 5—26.

Hannan, M., & Freeman, J. 1977. The population ecology of organizations. American Journal of
Sociology, 82: 929-964.

Hannan, M., & Freeman, J. 1984. Structural inertia and organizational change. American So-
ciological Review, 49: 149—164.

Harrigan, K. R. 1985. An application of clustering for strategic group analysis. Strategic Man-
agement Journal, 6: 55-74.

Hatten, K. ]J. 1974. Strategic models in the brewing industry. Unpublished doctoral disserta-
tion, Purdue University, West Lafayette, IN.

Hatten, K. J., & Hatten, M. L. 1985. Some empirical insights for strategic marketers: The case of

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1310 Academy of Management Journal December

beer. In H. Thomas & D. M. Gardner (Eds.), Strategic marketing and management: 275-
292. New York: Wiley.

Hatten, K. J., & Hatten, M. L. 1987. Strategic groups, asymmetrical mobility barriers, and con-
testability. Strategic Management Journal, 9: 329-342.

Hatten, K. J., & Schendel, D. E. 1977. Heterogeneity within an industry. Journal of Industrial
Economics, 26: 97-113.

Hatten, K.]., Schendel, D. E., & Cooper, A.C. 1978. A strategic model of the U.S. brewing
industry: 1952—1971. Academy of Management Journal, 21: 592-610.

Hawes, J. M., & Crittenden, W. F. 1984. A taxonomy of competitive retailing strategies. Strate-
gic Management Journal, 5: 275-289.

Hedberg, B. L., Nystrom, P. C., & Starbuck, W. H. 1976. Camping on seesaws: Prescriptions for
a self-designing organization. Administrative Science Quarterly, 21: 41-65.

Hempel, C. 1965. Aspects of scientific explanation. New York: Free Press.

Hergert, M. 1987. Causes and consequences of strategic grouping in U.S. manufacturing indus-
tries. International Studies of Management and Organization, 18: 26—489.

Hrebiniak, L., & Joyce, W. 1985. Organizational adaptation: Strategic choice and environmental
determinism. Administrative Science Quarterly, 30: 336-349.

Hunt, M. S. 1972. Competition in the major home appliance industry 1960-1970. Unpub-
lished doctoral dissertation, Harvard University, Cambridge, MA.

Jurkovich, R. 1974. A core typology of organizational environments. Administrative Science
Quarterly, 19: 380-394.
Kaplan, A. 1964. The conduct of inquiry. San Francisco: Chandler.

Keats, B. W., & Hitt, M. A. 1988. A causal model of linkages among environmental dimensions,
macro organizational characteristics, and performance. Academy of Management Journal,
31: 570-598.

Kerlinger, F. 1986. Foundations of behavioral research. New York: Holt, Rinehart, & Winston.

Kim, L., & Lim, Y. 1988. Environment, generic strategies, and performance in a rapidly devel-
oping country: A taxonomic approach. Academy of Management Journal, 31: 802-827.

Kumar, N. 1990. Mability barriers and profitability of multinational and local enterprises in
Indian manufacturing. Journal of Industrial Economics, 38: 449—463.

Lahti, A. 1983. Strategy and performance of a firm: An empirical investigation in the knit-
wear industry in Finland 1969-1981. Helsinki: Helsinki School of Economics.

Lawless, M. W., Bergh, D. D., & Wilsted, W. D. 1989. Performance variations among strategic
group members: An examination of individual firm capability. Journal of Management,
15: 649-661.

Lawless, M. W,, & Finch, L. K. 1989. Choice and determinism: A test of Hrebiniak and Joyce’s
framework on strategy-environment fit. Strategic Management Journal, 10: 351-365.

Lawless, M. W, & Tegarden, L. F. 1991. A test of performance similarity among strategic group
members in conforming and non-conforming industry structures. Journal of Management
Studies, 28: 645-664.

Lawrence, P. R., & Lorsch, ]J. W. 1967. Organization and environment. Boston: Harvard Uni-
versity Graduate School of Business Administration.

Lee, C. S, & Yang, Y. S. 1990. Impact of export market expansion strategy on export perfor-
mance. International Marketing Review, 7(1): 41-51.

Lewis, P., & Thomas, H. 1990. The linkage between strategy, strategic groups, and performance
in the U.K. retail grocery industry. Strategic Management Journal, 11: 385-397.

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1993 Ketchen, Thomas, and Snow 1311

Longest, B. B. 1990. Interorganizational linkages in the health sector. Health Care Manage-
ment Review, 15(1): 17-28.

MacArthur, R. H., & Wilson, E. O. 1967. The theory of island biogeography. Princeton: Prince-
ton University Press.

McGee, J., & Thomas, H. 1986. Strategic groups: Theory, research and taxonomy. Strategic
Management Journal, 7: 141-160.

McNamee, P., & McHugh, M. 1989. Mapping competitive groups in the clothing industry. Long
Range Planning, 22{October): 89—97.

Mascarenhas, B. 1989. Strategic group dynamics. Academy of Management Journal, 32: 333—
352.

Mascarenhas, B., & Aaker, D. A. 1989. Mobility barriers and strategic groups. Strategic Man-
agement Journal, 10: 475-485.

Mason, E. S. 1939. Price and production policies of large-scale enterprises. American Economic
Review, 29: 61-74.

Meyer, A.D. 1982. Adapting to environmental jolts. Administrative Science Quarterly, 27:
515-536.

Meyer, A.D. 1991. What is strategy’s distinctive competence? Journal of Management, 17:
821-833.

Miles, G. E., Snow, C. C., & Sharfman, M. P. 1993. Industry synergy, variety, and performance.
Strategic Management Journal, 14: 163-177.

Miles, R. E., & Snow, C. C. 1978. Organizational strategy, structure, and process. New York:
McGraw-Hill.

Miles, R. E., & Snow, C. C. 1986. Network organizations: New concepts for new forms. Califor-
nia Management Review, 28: 62-73.

Miller, D. 1987. The genesis of configuration. Academy of Management Review, 12: 686—701.

Miller, D. 1992. Generic strategies: Classification, combination, and context. In P. Shrivastava,
A. Huff, & J. Dutton (Eds.), Advances in strategic management, vol. 8: 391-408. Green-
wich, CT: JAI Press.

Miller, D., & Friesen, P. H. 1978. Archetypes of strategy formulation. Management Science, 24:
921-933.

Miller, D., & Mintzberg, H. 1983. The case for configuration. In G. Morgan (Ed.), Beyond
method: Strategies for social research: 57—-73. Newbury Park, CA: Sage.

Miller, R. G. 1981. Simultaneous statistical inference. New York: Springer-Verlag.

Mintzberg, H. 1990. Strategy formation: Ten schools of thought. In J. Fredrickson (Ed.), Per-
spectives on strategic management: 105-235. Cambridge, MA: Ballinger.

Mitchell, W., Shaver, Y. M., & Yeung, B. 1992. Getting there in a global industry: Impacts on
performance of changing international presence. Strategic Management Journal, 13: 419
432.

Namiki, N. 1988. Export strategy for small business. Journal of Small Business Management,
26(2): 32—37.

Nath, D. 1988. Antecedents of competitive advantage and position: A marketer’s view of the
hospital industry. Unpublished doctoral dissertation, University of Illinois, Urbana.

Newman, H. H. 1973. Strategic groups and the structure/performance relationship: A study
with respect to the chemical processes industries. Unpublished doctoral dissertation,
Harvard University, Cambridge, MA.

Normann, R., & Ramirez, R. 1989. A theory of the offering: Toward a neo-industrial business

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1312 Academy of Management Journal December

strategy. In C. C. Snow (Ed.), Strategy, organizational design, and human resource man-
agement: 111-128. Greenwich, CT: JAI Press.

Oster, S. 1982. Intraindustry structure and the ease of strategic change. Review of Economics
and Statistics, 64: 376-384.

Pegels, C. C., & Sekar, C. 1989. Determining strategic groups using multidimensional scaling.
Interfaces, 19(3): 47-57.

Porac, J. F., Thomas, H., & Baden-Fuller, C. 1989. Competitive groups as cognitive communities:
The case of Scottish knitwear manufacturers. Journal of Management Studies, 26: 397 —
416.

Porter, M. E. 1973. Consumer behavior, retailer power, and manufacturer strategy in con-
sumer goods industries. Unpublished doctoral dissertation, Harvard University, Cam-
bridge, MA.

Porter, M. E. 1979. The structure within industries and companies’ performance. Review of
Economics and Statistics, 61: 214-227.

Porter, M. E. 1980. Competitive strategy. New York: Free Press.

Porter, M. E. 1981. The contributions of 10 economics to strategic management. Academy of
Management Review, 6: 609—-620.

Powell, W. W. 1990. Neither market nor hierarchy: Network forms of organization. In B. M.
Staw & L. L. Cummings (Eds.), Research in organizational behavior: vol. 12: 295-336.
Greenwich, CT: JAI Press.

Primeaux, W.]. 1985. A method for determining strategic groups and life cycle stages of an
industry. In H. Thomas & D. M. Gardner (Eds.), Strategic marketing and management:
315-327. New York: Wiley.

Punj, G., & Stewart, D. 1983. Cluster analysis in marketing research: Review and suggestions for
application. Journal of Marketing Research, 20: 134—-148.

Ramsler, M. 1982. Strategic groups and foreign market entry in global banking competition.
Unpublished doctoral dissertation, Harvard University, Cambridge, MA.

Reger, R. K. 1990. Managerial thought structures and competitive positioning. In A. S. Huff
(Ed.), Mapping strategic thought: 71—-88. New York: Wiley.

Reger, R. K., & Huff, A. 1993. Strategic groups: A cognitive perspective. Strategic Management
Journal, 14: 103-123.

Robinson, R. B, & Pearce, J. A. 1988. Planned patterns of strategic behavior and their relation-
ship to business-unit performance. Strategic Management Journal, 9: 43—60.

Rumelt, R. 1974. Strategy, structure, and economic performance. Cambridge, MA: Harvard
University Press.

Ryans, A. B., & Wittink, D. R. 1985. Security returns as a basis for estimating the competitive
structure in an industry. In H. Thomas & D. M. Gardner (Eds.), Strategic marketing and
management: 329-346. New York: Wiley.

SAS Institute. 1985. SAS user’s guide: Statistics, version 5 edition, Cary, NC: SAS Institute.

Segev, E. 1989. A systematic comparative analysis and synthesis of two business-level strategic
typologies. Strategic Management Journal, 10: 487 —505.

Shortell, S. M., Morrison, E. M., & Friedman, B. 1990. Strategic choices for America’s hospi-
tals: Managing change in turbulent times. San Francisco: Jossey-Bass.

Smart, C., & Vertinsky, I. 1984. Strategy and the environment: A study of corporate responses to
crises. Strategic Management Journal, 5: 199-213.

Snow, C. C., & Miles, R. E. 1983. The role of strategy in the development of a general theory of
organizations. In R. Lamb (Ed.), Advances in strategic management: 231-259. Greenwich,
CT: JAI Press.

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



1993 Ketchen, Thomas, and Snow 1313

Snow, C. C., & Thomas, J. B. In press. Field research methods in strategic management: Contri-
butions to theory building and theory testing. Journal of Management Studies.

Starbuck, W. H. 1976. Organizations and their environments. In M. D. Dunnette (Ed.), Hand-
book of industrial and organizational psychology: 1069—1123. Chicago: Rand McNally.

Sudharshan, D., Thomas, H., & Fiegenbaum, A. 1991. Assessing mobility barriers in dynamic
strategic groups analysis. Journal of Management Studies, 28: 429—-438.

Summer, C. E., Bettis, R. A., Duhaime, I. H., Grant, J. H., Hambrick, D. C., Snow, C. C., & Zei-
thaml, C. P. 1990. Doctoral education in the field of business policy and strategy. Journal
of Management, 16: 361—398.

Thomas, H., & Venkatraman, N. 1988, Research on strategic groups: Progress and prognosis.
Journal of Management Studies, 25: 537—555.

Tiryakian, E. A. 1968. Typologies. International encyclopedia of the social sciences, 16: 177 —
186.

Tremblay, V. J. 1985. Strategic groups and the demand for beer. Journal of Industrial Econom-
ics, 34: 183—198.

Tushman, M. L., & Romanelli, E. 1985. Organizational evolution: A metamorphosis model of
convergence and reorientation. In L. L. Cummings & B. M. Staw (Eds.), Research in organ-
izational behavior, vol. 7: 171-222. Greenwich, CT: JAI Press.

Ulrich, D., & Barney, J. 1984. Perspectives on organizations: Resource dependence, efficiency,
and population. Academy of Management Review, 9: 471—-481.

Weber, M. 1947. The theory of social and economic organization. New York: Oxford Univer-
sity Press.

Weick, K. E. 1979. The social psychology of organizing. Reading, MA: Addison-Wesley.

Woodward, J. 1958. Management and technology. London: H.M.S.O.

Zajac, E. J., & Shortell, S. M. 1989. Changing generic strategies: Likelihood, direction, and per-
formance implications. Strategic Management Journal, 10: 413—430.

Zammuto, R. F. 1988. Organizational adaptation: Some implications of organizational ecology
for strategic choice. Journal of Management Studies, 25: 105—120.

David J. Ketchen, Jr., is an instructor of management in the College of Business Ad-
ministration, Louisiana State University. He is completing his Ph.D. degree from Penn-
sylvania State University. His current research interests include the relationship be-
tween organizational configurations and performance, the nature and impact of inter-
pretation processes, and global competition.

James B. Thomas is an associate professor of management in the Smeal College of
Business Administration, Pennsylvania State University. He received his Ph.D. degree
from the University of Texas at Austin. His current research interests include strategic
issue interpretation, top management team information processing, and the strategic
alignment of business and information technology domains.

Charles C. Snow is a professor of business administration in the Smeal College of
Business Administration, Pennsylvania State University. He received his Ph.D. degree
from the University of California, Berkeley. He is currently conducting a worldwide
study of transnational teams under the auspices of the International Consortium for
Executive Development Research.

Reproduced with permission of the:copyright:owner. Further reproduction prohibited without permissionyyapnw.manaraa.com



