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(ABSTRACT) 

This study contributes to the hospitality and strategic 

management literature through the development of a mid-range 

approach to the study of environment and strategy. Through 

the use of cluster analysis and multiple discriminant 

analysis, four commonly recurring environmental settings 

were identified. These were (1) a high growth environment, 

(2) a complex environment, (3) a dynamic environment, and 

(4) a low growth environment. | 

The significance of the environmental typology was then 

determined by investigating the proposition that different 

strategies are associated with high profit performance in 

each type of environment. In order to investigate this 

proposition use was made of Miles and Snow's (1978) 

strategic typology of generic business strategies. No 

Significant relationship was found between environment, 

strategic posture and performance. 

A description of the methodology and statistical 

approaches used for the investigating the research 

propositions is included.
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CHAPTER ONE 

INTRODUCTION



Introduction 

The purpose of Chapter One is to introduce, 

justify, and position the research effort. A problem 

statement is presented which outlines several reasons why 

research into the area of strategy in mature industries is 

warranted. This is followed by an outline of the context in 

which the research is being conducted with specific 

reference being made to the growing importance of strategic 

management in the contemporary hospitality industry. A 

detailed discussion is offered focusing on the current state 

of the hospitality industry in terms of stage in its life 

cycle, the degree of competition, and general trends in the 

operating environment. The purpose and objectives of the 

proposed research are then outlined along with a discussion 

of the potential contribution the research will make to the 

existing body of knowledge in the area of strategic 

management. Reference is made to the relationship of the 

research with previous works. The section concludes with an 

overview of the intended research design and a discussion of 

the limitations of the study.



Problem Statement 

A key premise in the normative literature is that 

strategy should favorably align the business with its 

environment (Andrews 1971; Hofer and Schendel 1978; Porter 

1980). There are three schools of thought concerning the 

notion of a strategy-environment alignment. 

The first school of thought, of which Andrews (1971) is 

representative, views strategy as an artful alignment of 

environment, resources and values. This atomistic view, 

‘which allows for no generalizations, dominated the strategy 

literature until the late 1970's at which time a second 

school of thought emerged which was essentially the 

antithesis to the first view. 

The second school of thought concerning the strategy- 

environment linkage is posited by such authors as Buzzell, 

Gale, and Sultan (1975), and Henderson (1979). These authors 

propose that there exists universal laws of strategy that 

hold to some extent in all settings. Buzzell et al. argue 

that to obtain a 5 percent increase in profit it is 

necessary to capture a 10 percent increase in market share. 

It is argued that this general "law" holds true regardless 

of industry or firm characteristics. 

Porter (1980), on the other hand, is representative of a 

third school of thought that has emerged in the contemporary 

literature on strategy. This school of thought suggests that
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there are a limited number of strategic archetypes that 

capture the essence of most business units' competitive 

postures. Proponents of this view are often referred to as 

adopting a contingency approach to the study of strategy. 

They attempt to develop mid-range theories to the study of 

strategy. It is argued that it should be possible to 

identify commonly recurring "settings" and to observe how 

different strategies tend to fare in each setting (Porter 

1980; Hofer 1975; MacMillan, Hambrick, and Day 1982; Woo and 

Cooper 1980; Hambrick 1983a, 1983b). Hofer (1975) and Porter 

(1980) for example, have attempted to establish such 

settings through product life cycle theory, arguing that 

certain types of strategies are appropriate at a certain 

life cycle stage. 

Evidence suggests that different environmental or 

contextual variables may require different organizational 

strategies in order for an organization to maintain a 

standard of effectiveness measured by some predetermined 

criteria, usually financial (Lawrence and Lorsch 1967; Burns 

and Stalker 1961; Thompson 1967; Hofer 1975). Seminal works 

in the area of organizational theory support the theory that 

organizational variables exhibit interrelationships with 

contextual variables such as size, technology, environment, 

location, resources, and origin (Woodward 1965; Burns and 

Stalker 1961; Pugh, Hickson, Hinnings and Turner 1969;



Pennings 1973) 

Dependent upon environmental characteristics, it is 

assumed that one strategy may improve organizational 

performance over and above another strategy. Most 

importantly, a contingency theory approach to strategy 

contains propositions that the attributes favorable to 

higher performance will alter according to the 

circumstances under which an organization is operating (Lenz 

1981). All strategies do not lead to equal success within an 

industry. Hambrick (1983) found in his study of defenders 

and prospectors, some are more successful than others, 

depending on the type of environment. 

Published research suggests: (a) a limited number of 

strategic archetypes exist that can be found in most 

industries (Miles and Snow 1978; Porter 1980); but (b), that 

each industry has its own environmental requirements or key 

success factors (Hambrick 1981; Lawrence and Lorsch 1967). 

This study aims to contribute toward a contingency model of 

strategy by looking at both strategic archetypes and 

environmental requirements in the context of the 

hospitality industry. With the exception of Dev (1988), this 

industry has had little published research on the 

environment-strategy link. Specifically, this study will 

investigate the premise expressed in much of the strategic 

management literature that there exists a pattern or "fit"
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between type of environment and business strategy (Hambrick 

1983a, 1983b; Hambrick and Schecter 1983; Harrigan 1980, 

1982; Harrigan and Porter 1983). The assumption is that 

those organizations which match their strategy with the type 

of environment achieve higher levels of performance. 

Studies conducted to date in the context of the 

hospitality industry have indeed shown that there exists a 

relationship between environmental characteristics or 

requirements, strategy, and organizational performance. It 

has been shown that performance is generally higher when 

there exists a match between strategic direction followed 

and environmental characteristics encountered (Schaffer 

1986; West 1987; Dev 1988). Dev (1988) found that 

organizations which pursued a defender type strategy (stable 

mechanistic organizational structure, little or no 

product/market development, and an emphasis on efficiency) 

achieved the highest performance levels, as compared to 

organizations pursuing an analyzer type strategy, in stable 

environments. He also found that organizations pursuing an 

analyzer type strategy (a strategy of minimizing risk whilst 

simultaneously maximizing the opportunity for profit) 

out-performed organizations pursuing either prospector 

(flexible organic organizational structure, high levels of 

product/market development, emphasis on innovation) or 

defender type strategies in volatile environments. West
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(1987) found that organizations which scanned those sectors 

of their environment which were of particular significance 

to their strategy type, out-~performed those organizations 

which did not scan the relevant sectors. In other words, 

West found that organizations that achieved a match between 

strategic direction pursued and type of environment, 

out-performed those organizations that did not. 

One popular method for categorizing types of environment 

has been according to stage of industry life cycle, 

classified as introduction, growth, maturity, and decline 

(Porter 1980; Hambrick 1983b). The premise is that 

organizations which achieve a match between their strategy 

and type of environment will be more successful in terms of 

financial performance than those organizations which do not 

achieve a match. 

This study will direct its focus entirely toward 

identifying high profit strategies in mature operating 

environments. The proposed study posits that although the 

hospitality industry is homogeneous in the sense that it is 

in the mature stage of its life cycle, there will exist 

several environmental settings. Each setting may favor the 

pursuit of one strategic direction over another if optimum 

organizational performance is to be achieved. 

The notion of a life cycle being applicable to either 

products (PLC), organizations (OLC), or industries (ILC)
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first received attention almost forty years ago (Dean 1950, 

1951). In the last forty years the body of literature in the 

area has not progressed significantly in that it remains 

largely conceptual. In addition, the little empirical work 

that has been conducted focuses almost exclusively on 

attempting to validate the product life cycle concept (Polli 

and Cook 1969; Polli 1968; Brockhoff 1967; Enis, LaGrace and 

Prell 1977; Harrell and Taylor 1981; Qualls, Olshavsky and 

Michaels 1981; Thorelli and Burnett 1981). 

Despite this lack of empirical research, there is an 

abundance of contemporary literature which prescribes 

normative strategies for various organizational and 

environmental states; e.g., strategies for declining 

industries (Harrigan and Porter 1983; Harrigan 1980; Mehta 

1978; Hammermesh and Silk 1979; Nottenburg and Fedor 1982; 

Zammuto and Cameron 1982; Whetten 1980); strategies for 

mature industries (Hambrick 1983a, 1983b; Hambrick and 

Schecter 1983; Harrigan 1983); strategies for growth 

industries (Freeman and Hannan 1975; Greiner 1972); 

strategies for organizational creation (Kimberly 1979); 

strategies for volatile and uncertain environments (Boulton, 

Lindsay, Franklin and Rue 1982; Bourgeois 1978; Lindsay and 

Rue 1980; Olsen 1980; Hall 1980; Bourgeois 1985); and, 

strategies for low share businesses (Woo and Cooper 1981; 

Hammermesh, Anderson and Harris 1978).
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All of these studies assume a conceptual link between the 

life cycle concept, strategy, and performance. Hofer (1975) 

states that "..the most fundamental variable in determining 

an appropriate business strategy is the stage of the 

(product) life cycle" (p.798), and "..major changes in 

business strategy are usually required during three stages 

of the life cycle: introduction, maturity, and decline" 

(p.799). Additionally, Anderson & Zeithaml (1984) 

empirically examined differences in strategic variables 

between stages of the life cycle, as well as differences 

among the determinants of high performance across stages of 

the life cycle. Their results supported the notion that 

modifications in strategy between stages of the life cycle 

are both prevalent and advisable and although results did 

not warrant the conclusion that the life cycle was the major 

determinant of business strategy, they generally supported 

consideration of the life cycle as a contingency factor 

during strategy formulation. 

There has been little empirical investigation into the 

relationship between strategy and environment in the 

hospitality industry. Dev (1988) can be credited with 

conducting the major study in this area to date, although 

the focus of his study differs significantly from the focus 

of the current study in that he investigated the 

relationship between environmental uncertainty and strategy.
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This study focuses on the development of an environmental 

typology and on the performance levels of strategies pursued 

under different environmental conditions. The major point of 

differentiation between this study and previous works in the 

hospitality strategic management area is that all previous 

works have focused exclusively on theory testing rather than 

theory development (Schaffer 1986; West 1987; Tse 1988; Dev 

1988). Schaffer conducted an empirical assessment of Miles 

and Snow's (1978) strategic typology, as did Dev (1988). Tse 

(1988) and West (1987) conducted an empirical assessment of 

Porter's (1980) strategic typology. Unlike studies to date 

in this area, the proposed research incorporates theory 

development as an integral component of the overall design 

and addresses the question of whether environmental and 

strategic typologies can be identified in the hospitality 

industry. 

From a purely descriptive perspective, it would seem 

logical to propose the existence of heterogeneous 

environmental "settings" despite the fact that the 

hospitality industry is homogeneous in the sense that all 

firms operating within it do so in the context of a mature 

environment. 

For example, although the industry overall is 

experiencing a decreasing rate in the growth of sales, there 

are segments within the industry that are experiencing
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phenomenal growth - the economy and all-suite segments being 

cases in point. The former segment is the fastest growing 

segment, having experienced a twelve-fold increase since 

1970 and now involves sixty chains and comprises about 

270,000 rooms, approximately 10 percent of the total rooms 

supply (Laventhal and Horwath 1986). The latter segment is 

the second fastest growing segment with about 750 properties 

comprising 2 percent of the total rooms supply. 

The two aforementioned segments clearly operate under 

different environmental conditions than do other segments 

such as resorts, mid-market and luxury properties. It would 

thus seem reasonable to hypothesize that not only do 

environments differ across segments of the industry, but 

also that different strategies would be appropriate in 

different environmental "settings". A statement for example, 

that such diverse corporations as Holiday Corp., Marriott 

Corp., Trust House Forte, plc., General Foods, McDonalds, 

and Grand Metropolitan, all operate in similar environmental 

conditions would seem to be somewhat simplistic. Not only 

would it appear logical to suggest that environmental 

settings differ between corporations, but it would also seem 

intuitively logical to propose that environmental settings 

differ within corporations. It is unlikely for example, 

that Comfort Inns, Comfort Suites, Quality Inns, Quality 

Suites, Clarion Inns, and Clarion Suites all operate under
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identical environmental conditions even though they are all 

operated by the Choice Hotels chain. The same logic would 

apply to Hampton Inns, Crowne Plaza and Embassy Suites 

(operated by the Holiday Corp.); Fairfield Inns, Courtyard, 

Marquis, and Residence Inns (all operated by the Marriott 

Corp.); and Olive Garden Restaurants and Red Lobster 

Restaurants (both operated by General Mills, Inc.). To 

re-iterate, it is suggested that not only would strategies 

and operating environments differ between hospitality 

corporations, but also within corporations. 

xy The purpose of this study is to contribute, through the 

development of mid-range theories, to the void which 

currently exists in the study of environment and strategy in 

the context of the hospitality industry. Specifically, the 

study will attempt to develop a mid-range approach to the 

study of environment and strategy through the identification 

of commonly recurring environmental "settings" and through 

observing how different strategies tend to fare in each 

setting. It should be noted that such an attempt is not 

unique. Other studies have attempted to establish such 

settings through product life cycle theory, arguing that 

certain types of strategies are appropriate at each life 

cycle stage (Hofer 1975; Porter 1980). Such prescriptions 

however, with some exceptions, have not been put to 

extensive empirical tests. An attempt will be made to
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determine whether there are multiple avenues to high 

profitability within an environmental type or "setting", and 

whether such avenues differ according to environmental 

characteristics. Additionally, an attempt will be made to 

determine whether there are some common low routes to 

profitability which differ according to environmental 

characteristics.



14 

Problem Context 

This research will be conducted within the context of the 

service industry. More specifically, the research will be 

conducted within the context of the hospitality industry. 

Each will now be discussed in turn. 

The service industry is now the dominant industry of the 

United States economy having grown from 54.7 percent of the 

economy in 1947, to 65.5 percent of the economy in 1975 

(Sasser, Olsen and Wyckoff 1978). According to the 

Statistical Abstract of the United States (1990), service 

related employment in 1988 accounted for over 80 percent of 

all employment in the United States. Mills (1986) notes that 

the advent of post-industrialism dramatically indicates that 

today more of the employable labor force is engaged in 

service-type organizations than in manufacturing 

organizations. Table 1 indicates the distribution of 

employment by sector in the United States from 1900 to 1980. 

Heskett (1986) also offers evidence of the dramatic 

growth of the service sector of the economy. He states that 

",..in 1984 U.S. service industries were responsible for 74 

percent of all non-farm jobs, 68 percent of all 

non-government jobs, and 69 percent of all national income 

ccc. manufacturing provided only 14 percent of non-farm 

employment in this country during 1984" (p.3). These figures 

can be clearly seen in Figure l.
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Table 1: Distribution of Employment by Sector, 1900-1980 

  

  

  

SECTOR 

YEAR Agriculture Manufacturing service 

1900 42 % 28 3% 30 % 
1910 35 31 34 
1920 29 33 38 
1930 26 30 44 
1940 22 32 46 
1950 13 36 51 
1960 7 35 58 
1970 3 32 65 
1980 3 27 70 

  

(Source: Statistical Abstract of the United States 1985)
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Figure 1: Trends in U.S. Employment by Sector, 1850-1980
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Heskett notes that the service sector growth has been 

mirrored by the performance of the stocks of major 

service-producing companies. He selected a group of thirty 

service firms stocks which he called the "Cambridge Service 

Index." The firms were selected on the basis of 

representativeness and trading activity, not on the basis of 

stock performance, which is consistent with the selection 

criteria of the Dow Jones Index of thirty industrial firms. 

On comparing the Dow and the Cambridge indices (see Figure 

2), one can clearly see that the firms in the Cambridge 

Service Index have far out-~performed the Dow Jones 

Industrials over the past twenty years both on upturns and 

downturns, achieving a compounded growth rate in value more 

than four times that of the traditional indicator's (the Dow 

Jones) offerings.
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Despite the phenomenal growth in the service sector, 

there has been little research to date using service 

organizations, as opposed to manufacturing organizations, as 

a sample frame of reference. One reason for this according 

to Mills (1986) is that there is no overwhelming consensus 

among social scientists as to a clear distinction between 

service or manufacturing organizations, and thus many 

researchers assume manufacturing organizations to be 

representative of organizations in general. Snyder and 

Glueck (1982) substantiate the latter point by noting that 

there is no agreed classification scheme nor accepted 

definition of the service sector among researchers. Mills 

further states that as service managers grope for methods to 

deal with their organization's problems, it becomes 

strikingly clear that there is a conspicuous lack of 

information directly relevant to the operation of their 

firms. 

In light of the above facts, two questions must be posed. 

First, why does there continue to be an abundance of 

research conducted specifically with manufacturing 

organizations as its sample frame of reference? Second, why 

do some service sector managers continue to apply 

manufacturing oriented strategies and techniques to service 

Oriented businesses despite the inability of such strategies 

and techniques to render the same acceptable results when
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used in the context of the service sector (Hart, Spizizen, 

and Wyckoff 1984; Mills and Moberg 1982; Drucker 1973)? Tse 

(1988) states that it is essential that the relevancy, 

applicability, and validity of strategies 

(manufacturing-oriented strategies) must be tested in the 

context of the service sector. She further states that 

",..as the service industry is gaining momentum in the U.S. ace? 

economy, there is an imperative need for the following: (1)? 

to conduct research pertaining to this industry (the 

hospitality industry) in order to gain a better 

understanding of management needs; (2) to develop a cohesive 

framework in which to consider the relevant strategic 

managerial issues facing service organizations; and, (3) to 

propose a new set of constructs and measures that reflect 

the uniqueness of service attributes, as well as 

methodological issues that are most appropriate to the 

industry" (p.6). 

This study intends to heed Tse's call by investigating 

the concept of strategy in the context of the hospitality 

industry. The state of the hospitality industry and the 

importance of strategy formulation and implementation within 

it, will now be discussed. 

It is generally accepted among hospitality researchers 

specializing in the area of strategy that the hospitality 

industry is in the mature stage of its life cycle (Olsen
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1983; Dev 1988; Tse 1988; West 1988; Schaffer 1986; Tse and 

Crawford-Welch 1989; Crawford-Welch and Tse 1990). Porter 

(1980) notes nine tendencies for change in the mature stage 

of the industry life cycle. These tendencies are: 

(1) A slowdown in industry growth which means more 
competition for market share. With companies unable to 
maintain historical growth rates merely by holding market 
share, competitive attention turns toward attacking the 
shares of others. Outbreaks of price, service, and 
promotional warfare are common. 

(2) Firms in the industry increasingly are selling to 
experienced, repeat buyers. The product is no longer new but 
an established, legitimate item. Buyers are often 
increasingly knowledgeable and experienced, having already 
purchased the product, sometimes repeatedly. The buyers' 
focus shifts from deciding whether to purchase the product 
at all to making choices among brands. Approaching these 
differently oriented buyers requires a fundamental re- 
assessment of strategy. 

(3) Competition often shifts toward greater emphasis on 
cost and service. As a result of slower growth, more 
knowledgeable buyers, and usually greater technological 
Maturity, competition tends to become more cost and service 
oriented. This development shifts the requirements for 
success in the industry and may require a dramatic 
orientation of the "way of life" in a company used to 

competing on other grounds. 

(4) There is a topping-out problem in adding industry 
capacity and personnel. As the industry adjusts to slower 
growth, the rate of capacity addition in the industry must 
slow down as well or over-capacity will occur. Thus 
companies' orientations toward adding capacity and personnel 
must fundamentally shift and be dissassociated from the 
euphoria of the past. However, these shifts in perspective 
rarely occur, and overshooting of industry capacity relative 
to demand is common. Overshooting leads to a period of 
over-capacity, accentuating the tendency toward price 
warfare. 

(5) Manufacturing, marketing, distributing, selling, and 
research methods are often undergoing change. These changes 
are caused by increased competition for market share,
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technological maturity, and buyer sophistication. The firm 
is faced with the need for either a fundamental 
re-orientation of its functional policies or some strategic 
action that will make re-orientation unnecessary. 

(6) New products and applications are harder to come by. 
The ability to continue product change generally becomes 
increasingly limited, or the costs and risks greatly 
increase, as the industry matures. this change requires, 

among other things, a re-orientation of attitude toward 
research and new product development. 

(7) International competition increases. AS a consequence 
of technological maturity, often accompanied by product 
standardization and increasing emphasis on costs, transition 
is often marked by the emergence of significant 
international competition. 

(8) Industry profits often fall, sometimes temporarily 
and sometimes permanently. Slowing growth, more 
sophisticated buyers, more emphasis on market share, and the 
uncertainties and difficulties of the required strategic 
changes usually mean that industry profits fall in the short 
run from the levels of the pre-transition growth phase. 
Whether or not profits will rebound depends upon the level 
of mobility barriers and other elements of industry 
structure. 

(9) Dealer's margins fall, but their power increases. For 
the same reasons that industry profits are depressed, 
dealers' margins may be squeezed, and many dealers may drop 
out of the business. Such trends tighten competition among 

industry participants for dealers, who may have been easy to 
find and hold in the growth phase but not upon maturity. 
Thus, dealers' power may increase markedly. 

As an industry reaches maturity, many firms will 

experience either flat or declining sales volumes from their 

peak performance in the growth stage. According to Sirkis 

and Race (1982), this is a result of limited expansion 

opportunities and intense competition among businesses. Tse 

(1988) notes that the survival and prosperity of businesses
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will be dependent upon their abilities to align with the 

environment and select correct strategies. The hospitality 

industry clearly exhibits many of the characteristics of a 

mature industry as outlined above. 

Characteristics of the Hospitality Industry | 

There has, Since the mid 1980's, been a leveling of 

industry sales with resulting lower margins. Laventhal and 

Horwath (1986) notes that "..profits are being squeezed. 

Labor costs are rising while productivity is declining. At 

the same time, a competitive environment and low inflation 

are preventing hotels from passing on increases in the form 

of even higher room rates..." (p.5). Average annual 

occupancy levels in 1986 were 64.9 percent, down almost 0.6 

percent from 65.5 percent in 1985. Average room rates were 

up 4.3 percent for the same period, exceeding the inflation 

rate by 1.9 percent. Laventhal and Horwath (1987) note that 

although the (lodging) industry is still expanding, supply 

is out-pacing demand. Between 1982 and 1986, demand grew 

approximately 2 percent per year compared with net supply 

growth of about 2.6 percent annually, explaining declining 

occupancies throughout the period. Research conducted by The 

Center for Hospitality Research and Service at Virginia 

Polytechnic Institute and State University substantiates the 

notion of a mature industry not only in the lodging industry
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but also in the restaurant industry. In 1988 few restaurant 

chains went untouched by sagging sales and falling customer 

counts. Fully 20 percent of the top 100 chains experienced 

negative real growth in system-wide sales with average unit 

sales flat at nineteen chains. 

Second, there is a greater emphasis on cost and service. 

In today's competitive hospitality environment where 

consumers are becoming more sophisticated and where there 

are a growing number of sophisticated consumers, service has 

become the main differentiating factor of lodging and 

restaurant provision. The maturity of today's hospitality 

environment presupposes a physical product which meets 

predetermined quality standards. A quality physical product 

is, and will, increasingly be taken as a "given" by the 

consumer. Thus, rather than achieving differentiation 

through the provision of a unique physical product, it is 

suggested differentiation must be achieved primarily, but 

not solely, through the provision and manipulation of a 

unique service element. Hotels and restaurants are forced to 

offer a wide variety of special services to attract todays 

value conscious consumer. 

Third, there are increased levels of price competition. 

Both the Lodging and Restaurant industries are pursuing a 

strategy of discounting to an extent never before seen in 

the history of either industry. Table 2 depicts the overall
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rack rates and the discounts received by guests during 1984 

and 1985, by location of establishment. These figures 

illustrate the high level of discounting employed throughout 

the lodging industry. Resort locations averaged 28.1 percent 

(1984) and 23.5 percent (1985) discounts on advertised room 

rates during each respective year. Center city and airport 

properties rented rooms at 20 percent and 28 percent below 

the stated room rates in 1984, respectively, and 23 percent 

and 24 percent below stated rack rates in 1985, 

respectively. Highway properties reported the smallest 

discounts by location in both years, possibly, according to 

Laventhal and Horwath (1986), because the majority of the 

guests are transient and not pre-registered. Discounting 

methods include discount clubs for frequent travelers, 

corporate room rates, volume discounts, gimmicks involving 

putting more into a hotel package than just a room, use of 

outside agents, "freebies", and upgraded rooms. Research 

confirms the above trend. The Center for Hospitality 

Research and Service (1989) argues that both the Lodging 

industry and the Food Service industry have placed 

themselves ina grip of price cutting to an extent not 

called for by the market; both are in what could be termed a 

"profitless prosperity syndrome" whereby they can sell 

products but the price is not high enough to ensure adequate 

profit levels thus intensifying the reliance on high volume
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Table 2: Advertised Rack Rates and Discount Percentages, 

1984-1985 * 

  

  

  

1984 

Location Under 150 150-249 250-449 450 + 
Rooms Rooms Rooms Rooms 

Center City $ 35.00 $ 48.00 $ 67.00 $ 86.00 
-15.4 % -17.7 -19.8 % -21.8 % 

Suburban $ 33.00 $ 48.00 $ 64.00 N/A 
-8.6 % -21.3 -23.2 % 

Airport N/A $ 50.00 $ 62.00 $ 80.50 
-29.3 -29.0 &% -13.9 &% 

Highway $ 31.00 $ 44.00 $ 53.00 N/A 
-14.6 & -8.9 -18.5 % 

Resort N/A $ 60.00 $ 72.00 $ 89.00 
-21.6 -37.5 % -25.7 % 

1985 

Location Under 150 150-249 250-449 450 + 

Rooms Rooms Rooms Rooms 

Center City $ 37.00 $ 53.00 $ 74.00 $ 101.00 
-16.5 % -20.1 -26.5 $% -28.1 % 

Suburban $ 35.00 $ 52.00 $ 71.00 N/A 
-11.1 % -15.3 -21.0 % 

Airport N/A $ 53.00 $ 73.00 $ 91.00 

-~24.4 -29.1 $% -33.6 % 

Highway $ 32.00 $ 45.00 $ 59.00 N/A 
-10.7 % -17.7 -22.7 % 

Resort $ 52.00 $ 66.00 $ 80.00 $ 95.50 
-15.2 & -21.2 -29.9 % -31.7 % 

  

N/A = Not Available, 

(Source: Laventhal and Horwath 1986) 
* All amounts are medians
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Fourth, there are increased levels of product 

segmentation. Hotel companies are now involved in what may 

be the greatest gamble in the industry's history (Withiam 

1985). The high stakes game is hotel brand segmentation, an 

effort by lodging companies to grow by building new types of 

hotels that are targeted toward specific groups of 

travelers. Never before in the history of the lodging 

industry has the degree of competition and rate of 

companies proposed expansion in multiple market segments 

been so great. In today's operating environment, lodging 

chains are having to add simply more than rooms to maintain 

their market share, they are having to add new brands to 

their already diversified portfolios. Laventhal and Horwath 

substantiate the above point by stating that like other 

"Mature" industries, the hotel industry is now experiencing 

a period of segmentation. Segmentation occurs when members 

of an industry believe that opportunities for expansion in 

their existing stratum of business are not sufficient to 

maintain or increase growth at a desired level. A key factor 

encouraging the increase in market segmentation is the fact 

that with the significant additions of hotels in the United 

states, the number of quality locations for new lodging 

establishments has become limited and therefore many markets 

have reached the point where the traditional type of hotel 

can not be added to the existing supply without adversely
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affecting the current condition of the overall market. Table 

3 depicts chain multi-tiered brand marketing strategies that 

hospitality organizations are having to pursue in order to 

remain competitive. The increasing sophistication of todays 

consumer market almost implicitly denies the existence of a 

Single brand for the larger chains. The single family brand 

was the most popular over two decades ago (e.g., the single 

Holiday Inn brand in the 1960's), but there has now been a 

transformation toward more complex branding strategies aimed 

at catering to the increasingly diversified needs of the 

market place. Such segmentation continues to divide the 

overall market into finer and more narrowly defined consumer 

groups. Laventhal and Horwath (1986) state that segmentation 

has shifted the focus of the lodging industry from an 

operational to a marketing focus. Additionally they note 

that as each new segment emerges, the importance of how the 

product is marketed becomes paramount.
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Tabled: Chain Nulti-Tiered Brand Marketing Strategies - Brand Nanes 
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Inn Hilton Days Suite Hilton 

Exel Inn Suite 
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Inn Signature Forte Travelodge Suite 
Inn Suite 

Best Inns Park Suite 

Cross Bradbury 

Luxury Country Suite Narriott 

Budget Tan Suite 

Red Carpet Dillon Doubletree 
Inn Suite 

Cricket Inn 

Country Howard 

Envcy Inn Hospitality Johnson 

Inn Plaza 

Roadstar Suite 

Inn Lees Inn 

Viscount 

Cypress Inn Suite 
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Fifth, there has been a high degree of over-building with 

a resulting competitive shake-out. According to Dodge 

Construction Reports (1970-1985), hotel/motel building 

inventory grew three times the rate of all nonresidential 

building between 1970 and 1985. Older properties, which 

cannot afford the vast amounts of capital investment 

required to renovate or remodel in order to bring their 

property up to a competitive level, are being forced out of 

the marketplace. 

Penultimately, distribution methods are changing 

dramatically. Franchising has become the main growth vehicle 

for lodging organizations. Franchising will be the main form ~ 

of expansion for the lodging industry. Additionally, there 

will be a growth in referral chains and consortia with many 

instances of any one unit being a member of several 

organizations (Center for Hospitality Research and Service 

1989). Existing marketing groups will continue to grow at a 

rapid pace and will ultimately offer more rooms than the 

largest hotel chains. A need to benefit from the economies 

of scale offered by large organizations is being considered 

essential to the survival of most lodging units (Dev 1988). 

This is especially true for the small independent motel 

owner. Mega hospitality corporations will evolve from the 

growth in international concentration. Traditional 

hospitality outlets, usually conceived as small and intimate 

7 
» fot
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family businesses, are now unable to meet mass demand. The 

small lodging outlet is a thing of the past. Outlets are 

becoming far larger and more complex; examples include the 

Marriott Marquis hotel chain, the casino hotel developments 

in Nevada and Atlantic city, New Jersey; Eurodisneyland in 

France, and various hotel resorts around the world (Slattery 

1988). 

Finally, international competition is intensifying. The 

emphasis of U.S. hospitality organizations on the allocation 

of resources to international expansion is a clear 

indication of a mature market at home. Laventhal and Horwath 

(1986) note that between 1970 and 1985 the number of rooms 

affiliated with the top twenty multi-national chains 

increased from 576,000 to 1.43 million. A recent study 

determined the "ratio of internationalization" for selected 

hotel companies to the year 1990. The ratio of 

internationalization is simply the number of rooms abroad 

operated by a company divided by the total number of rooms 

operated by that company, converted to percentage terms. In 

effect, if a company has a ratio of internationalization of 

10 percent, this means that 10 percent of its rooms are 

located in markets other than the U.S. domestic market. 

Table 4 shows that for selected companies, the ratio of 

internationalization will increase substantially over the 

next two years. For example, it is estimated that Holiday
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Corporation will experience a 9.6 percent increase in their 

internationalization ratio by 1990, Choice Hotels a 6.9 

percent increase, Hilton International (now Ladbroke) a 325 

percent increase, Sheraton a 5.4 percent increase, Ramada a 

13.8 percent increase, Marriott a 20.7 percent increase, and 

Radisson a 13.1 percent increase (Center for Hospitality 

Research and Service 1987). The U.S. mainland is not immune 

to this international competition. British hospitality 

corporations have all but taken over the East Coast (e.g., 

Trust House Forte, Grand Metropolitan, and Ladbroke), 

Japanese hospitality corporations possess high levels of 

investment on the West Coast (Aoki Corporation), and the 

French are also expanding their influence throughout the 

U.S. mainland in the form of the Meridien and Accor chains.
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Table 4: Ratio of Internationalization for Selected U.8. Based 

Lodging Corporations, 1987 and 1880 

  

  

  

Company total 8 of rooms  “*# of rooms in US # of rooms abroad ratio of 

1987 1990 E* 1987 1990 E* 1987 1990 E* internationalization 

1987 1990 E* 

Holiday 350,538 360,283 303,044 306,682 47,495 53,601 13.5 & 14.8 & 

Corp. 

Quality 121,120 121,879 110,687 110,678 10,442 11,201 8.6% 9.2% 

Intl. 

H11ton 98,157 100,943 97,535 99,190 622 1,753 0.4% 1.7% 

Corp. 

(Ladbroke) 

Sheraton 144,147 150,847 95,828 987,582 48,342 §3,265 33.5 % 35.3 % 

Corp. 

Marriott 93,948 98,777 88,860 9§3,355 4,988 6,422 5.3 % 6.4% 

Corp. 

Ramada 100,000 103,675 85,960 86,700 14,400 16,975 14.4% 16.4% 

Radisson 31,603 33,891 23,662 24,279 7,941 9,612 25.1% 28.4% 

Footnote 

* Projected number of rooms was calculated using figures for 

number of planned additionally rooms for the period 1988-1990 

as revealed by the companies themselves (Hotels and 

Restaurants 1987). While it is important to note that this 

figure may be biased due to companies reluctance to reveal 

expansion plans in detail to competitors, the figure offered 

is adequate to reveal general trends and substantiate the 

notion of intensifying international competition
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Statement of Purpose 

The proposed research is divided into two parts. The 

purpose of the first part of the research is to develop a 

mid-range typology of settings, or environments, in which 

strategies can be examined. The first part of the research 

is inductive - an attempt to develop an environmental 

typology in the context of the hospitality industry rather 

than to test existing environmental typologies. 

The purpose of the second part of the research is to 

attempt to demonstrate the real significance of the 

environmental typology by investigating the proposition that 

different strategies are associated with high profit 

performance in each type of environment. In order to 

accomplish this, use will be made of Miles and Snow's (1978) 

typology of generic business strategies. There are four main 

reasons why this typology has been chosen over and above 

other existing typologies such as the one postulated by 

Porter (1980). First, the Miles and Snow typology has been 

used extensively in the study of the strategy-environment 

r 
z 

link and has thus undergone a certain degree of ) 

intersubjective certifiability (Hambrick 1981, 1983a; | 

Hrebiniak and Snow 1980; Snow and Hrebiniak 1980; Zahra 

1985). Second, the typology provides a research tool for 

classifying the strategies of firms within an industry. 

Third, the typology is parsimonious yet accounts for
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significant variations across industries (Hambrick 1983a). 

Fourth, the typology offers a more integrated and complete 

view of the strategy-environment link than do alternative 

typologies such as the one posited by Porter (1980). 

Specifically, this study has the following objectives: 

(1) to determine if there exists distinct 

environmental settings in which hospitality organizations 

operate; 

(2) to investigate the relationship between type of 

business strategy employed by hospitality organizations and 

environmental setting; 

(3) to determine if there exist any significant 

differences in the level of performance of hospitality 

organizations grouped according to type of business 

strategy; 

(4) to determine if there are any significant 

differences in the level of performance of hospitality 

organizations grouped according to type of environment; and, 

(5) to determine if there are significant differences 

in the level of financial performance of hospitality 

Organizations that achieve a "fit" between their strategy 

and environment and those that do not.
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Contribution of the Research 

By addressing the research questions outlined in Chapter 

Three, this study will contribute significantly to the small 

body of knowledge on business level strategy conducted in 

the context of the hospitality industry (Schaffer 1986; West 

1988; Dev 1988). 

Specifically, this study will contribute to the 

development of mid-range environmental typologies since the 

study is primarily inductive; i.e., an attempt to build 

theory as well as to test theory. By attempting to identify 

a typology of mature operating environments and then testing 

the real significance of the developed typology by 

identifying strategies associated with high profit 

performance in each type of environment, this study will be 

a valuable accrual to contemporary knowledge concerning the 

environment - strategy - performance relationship. In 

addition, the study will lend some empirical evidence to the 

now well-established controversy in the service literature 

which discusses whether strategy for service organizations 

is, or is not, different from strategy for manufacturing 

organizations (Thomas 1978; Shostack 1977; Rathmell 1974). 

The notion that services require different strategies due to 

both generic and contextual differences from goods is well 

documented by these authors. However, to date there has been 

very little empirical evidence to suggest whether this is in
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fact the case. Because this study is conducted within the 

context of the hospitality industry and the total 

hospitality package is often more service oriented than 

goods oriented, it will provide a useful forum in which to 

determine if business level strategies for service 

organizations do in fact differ from business level 

strategies for manufacturing organizations, or whether the 

two types of organizations do in fact operate similar 

strategies. 

A third contribution this study will make is to the area 

of organization theory and strategic management. 

Conventional wisdom in the area of organizational theory 

and strategic management has been deduced, almost 

exclusively, from the study of manufacturing organizations 

(Child 1972; Burns and Stalker 1961; Perrow 1967; Pennings 

1973; Harvey 1968; Pugh et al. 1968; Aldrich 1972; Hofer 

1975; Snow and Hambrick 1980; Lenz 1980; Miller and Freisen 

1983). Consequently, when techniques and assumptions are 

used in the study of service organizations they have been 

deduced from a frame of reference which may be at structural 

odds to the organization under investigation. Many recent 

studies of service organizations concentrate on adopting 

techniques and assumptions derived from the study of 

manufacturing organizations when it would be more beneficial 

to concentrate on adapting such conventional wisdom (Mills
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1986). Thus, this study will contribute to the above two 

disciplines by determining if existing theories of strategy 

(in this case Miles and Snow's (1978) four generic 

strategies framework) are applicable in the context of a 

service industry. If existing theory is not found to be 

applicable then there will be some empirical evidence to 

justify the claim of certain researchers that service 

organizations are fundamentally different from manufacturing 

organizations. 

Relationship to Prior Knowledge 

The area of strategy, environment, performance, 

structure, and administration have received an abundant 

amount of attention in the literature of several 

disciplines. Lenz (1981) notes that there are six groups of 

general research linked with the above five variables. These 

are respectively, (a) those investigations concerning the 

environment/ performance linkage; (b) those investigations 

in which environment and organization structure are the key 

variables; (c) those studies based on the idea that the 

structure of an organization is a principal determinant of 

performance; (d) those investigations concerned with the 

strategy/structure/ performance linkage; (e) those studies 

that employ the concept of environment and strategy to 

explain firm performance, of which this study is a part; and
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finally, (f) those studies concerning the various aspects of 

administration on organizational performance. 

In contrast to the development of generic strategies in 

the forms of typologies (Buzzell et al. 1975; Utterback and 

Abernathy 1975; Hofer and Schendel 1978; Miles and Snow 

1978; Vesper 1979; Wissema, Van der Poll and Messer 1980; 

Porter 1980) there have been only limited attempts to 

develop a typology of environments. Most notable among these 

exceptions are the studies by Duncan (1972), Emery and Trist 

(1965), Lawrence and Lorsch (1967), and Hambrick (1983a). 

Given that the most recent literature in the area of 

strategic management is beginning to challenge the notion 

that all firms operating in the same environment follow the 

same strategy (Murray 1988; Hill 1988; Hill and Snell 1988), 

this study is timely in that firms to be studied all operate 

in the mature stage of the industry life cycle and the study 

will either support or refute the notion postulated in the 

most contemporary literature that all firms operating ina 

Similar environment (in this case, a mature environment) do 

not follow the same generic strategy. 

In the context of hospitality management there have been 

past studies on the environment/strategy/performance 

relationship (Dev 1988; Schaffer 1986; Slattery and Olsen 

1984), on the environment/structure linkage (West and Olsen 

1985), the structure/strategy linkage (Barrington 1984), the
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structure strategy/environment linkage (Olsen and Tse 1983), 

and the administration /performance linkage (Tse 1988). 

Overview of the Study Design 

In order to accomplish the purpose and objectives outlined 

above and to address the research questions in Chapter 

Three, the basic design of the study will adopt the 

following steps: 

(1) The methodological instrument to be used in this 

study will be a self-typing questionnaire which will be 

distributed to the president/CEO of a strategic business 

unit. Use will be made of Dillman's (1978) "Total Design 

Method" in an effort to increase the response rate. The 

level of strategy being studied here is business level 

strategy, as opposed to either corporate or functional level 

strategy. The reason for this is that only empirical 

evidence gathered from the study of business level strategy 

will aid in the determination of whether or not 

environmental settings and strategies pursued differ within, 

as well as between, hospitality corporations. 

(2) The survey instrument used in this study is adapted 

from three sources and is divided into three main sections. 

First, from an instrument developed by Snow and Hrebiniak 

(1980) which utilizes multiple measures of strategy to 

identify characteristics of the strategic types postulated
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by Miles and Snow (1978). Modified versions of this 

instrument have previously been utilized with some success 

in the context of the hospitality industry (Schaffer 1986; 

Dev 1988). This section of the questionnaire should enable 

identification of an organizations competitive methods 

derived from the characteristics listed by Snow and 

Hrebiniak as key attributes of Miles and Snow's four generic 

strategies. 

Second, use will be made of an adapted version of Dess 

and Beard's (1982) 23 measures of an organizations task 

environment to enable identification of key characteristics 

of the operating environment of individual hospitality 

organizations in both the restaurant and hotel industries. 

Third, the performance measure to be used will be 

literature based. Three measures of performance will be 

used: return on sales, return on assets, and growth in unit 

sales. These measures are based on multiple indicators of 

performance used extensively in the hospitality literature 

(Dev 1988; West 1987; Tse 1988). 

(3) To enhance construct validity, multiple measures of 

the three variables under study will be used and all will be 

validated in a pre-test. 

(4) It is simply not possible to select a target 

population which is representative of the entire population 

of units in the United States hospitality industry. Thus,
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use will be made of a purposive stratified sample method to 

identify the sampling frame.
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Limitations 

It is important to realize that there is no "one best 

way" to conduct research, but rather all research can be 

viewed as a series of interlocking choices, in which one 

tries simultaneously to maximize several conflicting 

desiderata (McGrath 1982). There is no one true or correct 

set of methodological strategies but rather, from a 

dilemmatic point of view, all research strategies and 

methods are seriously flawed and it is simply not possible 

to do "good" (that is methodologically sound) research. The 

researcher should also bear in mind that because knowledge 

requires convergence of substantive findings derived froma 

diversity of methods of study, one should "seek not 

perfection in a single study, but accumulation over studies, 

using diverse means" (McGrath, Martin, Kudla 1982, p.70). 

One of the major limitations of this study is that the 

statistical techniques being used can only imply statistical 

association - they cannot imply causality. It is therefore 

not possible to state, without reservation, that a 

particular strategy causes higher levels of organizational 

performance than does another strategy. The question of what 

determines the levels of performance achieved by companies 

defies a definite answer (Child 1974). Both universalistic 

and contingency perspectives to the study of organizational 

performance assume it is possible to identify certain
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factors which will in some degree determine levels of 

company performance. Performance, however, is not simply a 

dependent variable in this way and simply because a certain 

level of performance may be found to be related to a feature 

of an organization will not of itself tell us how much 

performance is the consequence or the cause of that feature. 

Another statistical limitation is that use will be made 

of cluster analysis to identify mature environmental types. 

This statistical technique has been used in very few 

strategy studies (Woo and Cooper 1981; Hambrick 1983a, 

1983b), even though it is well suited to exploring 

independent patterns within businesses. In using cluster 

analysis, the researcher has the problem of deciding how 

many clusters (between 1 and n) provide the most meaningful 

portrayal of the data. While the rule of thumb is to look 

for a pronounced increase in the "tightness" (mean squared 

error) of the clusters, one is still left with a trade-off 

between parsimony and detail. 

Another limitation is that this study will be conducted 

solely in the context of the U.S. hospitality industry and 

thus the ability to generalize across industries may be 

limited. However, Calder, Phillips, and Tybout (1981) note 

that the issue of generalizability is only a relevant 

concern if the purpose of the research in question is 

effects application and not theory application. Effects



46 

application is, according to the above authors, supposed to 

be representative of the real world and its goal is to 

obtain findings that can be applied directly to the 

situation of interest. Effects application is characterized 

by the premise that there is sufficient correspondence to 

expect the effects observed to be repeated in the real 

world. Theory application, on the other hand, uses only 

scientific theory to explain events beyond the research 

setting. In theory application, it is the theoretical 

explanation that is expected to be generalizable and not the 

particular effects obtained. The goal of theory application 

is to identify scientific theories that provide a general 

understanding of the real world. This study is concerned 

only with theory application and thus the sample does not 

have to be representative. Indeed, the sample cannot be 

truly representative due to reasons outlined in the 

methodology chapter (Chapter Three). Rather, this study only 

has to be relevant. A representative sample is not required 

for theory application because statistical generalizability 

of the findings is not the goal of this research. Thus the 

issue of generalizability, or lack of it, is not a 

Significant issue for this research. 

The fourth and fifth limitations are methodological in 

nature. Firstly, the proposed study is cross sectional in 

nature, although as will be explained in Chapter 3, attempts
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have been made in this study to take into account the 

longitudinal nature of strategy formulation and 

implementation. While the constraints of such an approach 

are fully realized by the author and have been outlined 

extensively elsewhere (Harrigan 1983; Hambrick 1979), time 

and resource constraints associated with the completion of a 

Ph.D. degree generally do not permit the use of fine grained 

longitudinal case study type approaches. Additionally, the 

use of a self-typing questionnaire as a methodological 

instrument also places limitations on the study. Yu and 

Cooper (1983) and Hambrick (1979), note that any 

questionnaire based research is subject to limitations such 

as non-response, answers to questions that are not 

representative of actual behavior, and inability to probe 

beyond the respondent's answers in order to understand 

rationales, processes, and other dimensions of managerial 

activity.
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Summary 

This chapter has served to illustrate that despite the 

phenomenal growth in both the service sector and despite the 

increasing competitiveness of a mature hospitality industry, 

little empirical research has been conducted to date into 

the strategy/environment/performance linkage. Rather, it is 

apparent that most studies in the area of 

strategy/environment/performance have concentrated almost 

exclusively in the manufacturing sector. 

Justification for the study of the relationship between 

strategy and type of environment was offered with specific 

reference being made to the role of environmental typologies 

in the study of strategy. It was stated that the purpose of 

the study was two fold: (a) to develop a mid-range typology 

of environments or settings in mature service industry 

environments, and (b) to examine high profit strategies 

within the typology of environments developed. 

Recognizing that all research is dilemmatic in that there 

is no "one best way" to conduct a study, limitations of this 

study were outlined and discussed.



CHAPTER 2 

LITERATURE REVIEW 
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Introduction 

The purpose of this chapter is four-fold. First, to 

conduct an extensive review of the literature in relation to 

the three variables under study, viz: strategy, environment, 

and organizational performance. Second, to outline the 

conceptual and theoretical development of each of the three 

variables. Third, to define each variable in 

operationalizable terminology. Fourth, to discuss and 

analyze those studies that offer insights and suggestions as 

to the nature of the relationship between the three 

variables under study. 

50
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STRATEGY 

Definition of Strategy 

Strategy derives its meaning from the ancient greek word 

"strategos" meaning the art of the general (Galbraith 1980). 

Strategy may be considered a pattern in a stream of 

decisions (past or intended) that (a) guides the 

organization's ongoing alignment with its environment and 

(b) shapes internal policies and procedures (Hambrick 

1983a). Porter (1980) views strategy as steps taken by an 

organization to ensure or protect its competitive position 

in the market while Ansoff (1965) defines strategy as the 

decision rules and guidelines that define the scope and 

growth direction of the firm. Thus, while there is some 

variation in the conceptual definitions of strategy, most 

conform to a definition of strategy as the process of 

continuously adapting to the changes ina firms environment 

and the means through which an organization establishes and 

re-establishes its fundamental set of relationships with its 

environment. 

The concept of strategy has four main components: (a) 

scope, which is defined in terms of product/market and 

geographic territories; (b) resource deployments and 

distinctive competences; (c) competitive advantage; and (d) 

synergy (Schendel and Hofer 1979). In essence, the content 

of an organization's strategy can be conceived of as the
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means through which it attempts to link with, respond to, 

integrate with, or exploit, its environment. 

In the early organizational literature strategy was 

viewed as a situational art in which the chief executive 

would craft a comprehensive plan of action that matched 

environmental opportunities and threats, internal strengths 

and weaknesses, and managerial values (Andrews 1971; 

Chandler 1962). As the concept of strategy was studied 

further, many of the nuances of the above theory came to 

light: the distinction between intended and realized 

strategy (Mintzberg 1978); the temporal qualities of 

strategy (Miller and Freisen 1983; Mintzberg 1978; Peters 

1978; Snow and Hambrick 1980); and the relationship between 

strategy and internal, organizational features (Galbraith & 

Nathanson 1978; Miles and Snow 1978). 

Levels of Strategy 
  

A review of the literature suggests four distinct 

hierarchical levels of strategy. These are, respectively 

from the highest level to the lowest level: the 

institutional level (Thompson 1967; Parsons 1960); the 

managerial/corporate level (Thompson 1967; Parsons 1960; 

Schendel and Hofer 1979); the business/competitive level 

(Schendel and Hofer 1979); and finally, the 

technological/functional level (Thompson 1967; Schendel and
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Hofer 1979). 

At the institutional level, strategy content comprehends 

how an organization integrates with its broader environment; 

i.e., its economic, political, technological, and social 

cultural environments. This in turn establishes the 

constraints within which the organization must operate 

(Schaffer 1986). 

At the corporate level, strategy content involves the 

business activities in which the organization chooses to 

engage, how these activities are integrated within the 

organization itself, and how these activities are related to 

important broad elements of the organizations external 

environment (Schaffer 1986). Strategy at this level 

encompasses decisions reflecting the concerns of 

stockholders and society (Rumelt 1974). The focus is ona 

portfolio approach and on the distinctive competences of the 

organization which include "...concentration, product/market 

development, innovation, horizontal/vertical integration, 

joint ventures, concentric/conglomerate diversification, 

retrenchment/turnaround, divesture and liquidation" (Dev 

1988). 

At the business level, strategy content is concerned with 

the means through which the organization competes, and 

includes the methods by which an organization's resources 

are allocated as well as the means through which the various
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functional parts of the organization are integrated 

(Schendel and Hofer 1975). Decisions at this level tend to 

focus on such strategies as "...differentiation, 

segmentation, positioning, productivity, profitability, 

employee development, employee relations, technical 

leadership, and public responsibility" (Dev 1988). 

At the functional level, strategy content is concerned 

with determining how functional activities are to be 

integrated and how various parts of the organization 

(marketing, finance, operations, administration, research 

and development, and human resources) will carry out their 

responsibilities in accordance with the firms competitive 

strategy. 

It is important to note that most research to date has 

concentrated on corporate level strategy (what business 

should the organization be in?) as opposed to business level 

strategy (how should the organization compete in a given 

business?) (Bourgeois 1980; Hofer 1975). One of the reasons 

cited in the literature for this is that a major obstacle to 

research at the business level is that industries, and even 

sub-groups within industries, have their own key 

environmental attributes and strategic options (Datta 1979; 

Hambrick 1979; Hatten, Schendel and Cooper 1978; Lenz 1978; 

Schendel and Patton 1978). Thus, generalizability both 

across industries and across sub-groups within an industry
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is difficult to achieve. 

The Process and Content of Strategy 

The literature on strategy generally falls into one of 

two categories. First, those studies that are concerned with 

the process of strategy; i.e., formulation and 

implementation (Hofer and Schendel 1978; Mintzberg 1978; 

Reid and Olsen 1981). Second, those studies that are 

concerned with the content of strategy (Ansoff 1965; 

Hambrick 1980, 1983b; Hambrick and Schecter 1983). 

Studies on the process of strategy are concerned with how 

strategic decisions are made in organizations. Hofer and 

Schendel (1978) provide a model of strategy formulation 

which consists of the following seven steps: 

(1) strategy identification - to assess the 

organization's current strategy and strategic components; 

(2) environmental analysis - to assess the major 

opportunities and threats in the general and specific 

environments of the organization and to identify the 

available resources; 

(3) resource analysis - to assess the principle skills, 

capability and resources available to close the strategic 

gaps identified in step (4); 

(4) gap analysis - to compare the organization's 

objectives, strategy, and resources against the
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opportunities and threats in its environments in order to 

determine how many changes are required in the current 

Strategy; 

(5) strategic alternatives - to identify the strategic 

options that a new strategy may create; 

(6) strategy evaluation - to evaluate the strategic 

options in terms of the organization's mission statement, 

organizational objectives, available resources, and 

environmental opportunities and threats that exist in order 

to identify those options that best satisfy all the demands 

of each of the above considerations; and, 

(7) strategic choice - to select one or more of the 

strategic options for implementation. 

In the context of the hospitality industry, Reid and 

Olsen (1981) proposed a similar model consisting of seven 

step designed to facilitate the formation, implementation, 

and evaluation of strategies necessary for survival from 

increased competition and to enable adaptation to unstable 

economic, political, and financial conditions. 

Strategy content research is defined by Dev (1988) as 

research which examines the contents of decisions regarding 

the goals, scope, and/or competitive strategies of 

corporations or one or more of their business units. He 

further notes that because strategy content questions
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emphasize the posturing of the firm with respect to its 

environment, strategy content studies typically examine 

conditions external to the organization. The major focus of 

strategy content research has been to identify linkages 

among environmental conditions, corporate or business unit 

strategic decisions, and economic performance. The major 

variables examined in this research stream include strategy 

and performance; environment, strategy, and structure; and, 

strategy taxonomies (Jauch 1983). 

Strategic Typologies 

Dess and Davis (1984) note that the field of strategic 

Management has shown a noticeable shift away from the 

atomistic view of strategy - in which each firm is 

considered unique in all respects - toward a new view that 

supports the recognition of commonalities that exist among 

firms. These configurations have been referred to as 

"gestalts" (Hambrick 1983b; Miller 1981) said to represent 

"tightly integrated and mutually supportive parts, the 

Significance of which can be best understood by making 

reference to the whole" (Miller 1981). Porter (1980) 

suggests that the use of strategic groups provides a useful 

intermediate frame of reference between viewing the industry 

as a whole and considering each firm separately. 

The presence of groups of firms within an industry
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following similar strategies has been identified in the home 

appliance (Hunt 1972), the chemical process (Newman 1973), 

the consumer goods (Porter 1973), and the brewing industries 

(Patton 1976). 

There exists numerous typologies of business strategy in 

the literature that have evolved as researchers have sought 

to characterize strategy content in different ways. Table 5 

indicates several of the more popular typologies. All these 

typologies suggest that there are a limited number of 

identifiable strategies, each of which involves a different 

pattern of competitive position objectives, investment 

strategies, and competitive advantages (Hofer and Schendel 

1978). The fundamental assumption behind all typologies is 

that if an organization adopts one of the prescribed 

strategic postures in the typology, it is more likely to be 

an effective competitor, providing its chosen strategic 

posture "matches" the existing environmental threats and 

opportunities (Porter 1980; Miles and Snow 1978; Woo and 

Cooper 1981; Hambrick 1983a, 1983b; Anderson and Zeithaml 

1984).
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Table 5:Typologies of Business Strategies 

  

Author and Strategy Lebel Characteristics of Strategy Type 

  

Buzzell at al. (1975) 
(1) Building 
(2) Holding 
(3) Harvesting 

Utterback and Abernathy (1975) 
(1) Performance maxisizing 

(2) Sales maximizing 
(3) Cost minimizing 

Hofer and Schendel (1978) 

(1) Share increasing 

(2) Growth 

(3) Profit 
(4) Warket concentration and 

asset reduction 

(5) Turnaround 

(6) Liquidation 

Niles and Snow (1978) 

(1) Defenders 

(2) Prospectors 

(3) Analyzers 

(4) Reactors 

Vesper (1979) 

(1) Multiplication 

(2) Monopolizing 
(3) Specialization 
(4) Liquidation 

Wissema et al. (1980) 

(1) Explosion 
(2) Expansion 

(3) Continuous growth 
(4) Slip 

(5) Consolidation 
(6) Contraction 

Porter (1980) 

(1) Cost leadership 

(2) Differentiation 

(3) Focus 

Miles (1982) 
(1) Domain defense 

(2) Domain offense 

High investment to increase sarket share position 

Investment at market norms to maintain market share 

Low investment allowing market share to decrease; cost controls to generate cashflow 

and profitability 

Emphasis in product and/or service performance: technology, and product R&) emphasized 
Narketing emphasis to increase total sales and market share of firm 

Emphasis placed on process technology/R&) to decrease total cost of production 

High investment to increase share of market 

Maintain position in expanding markets, investment at industry norms 

Investment at industry norms, cost controls to ‘throw off cash’ 
Realignnent of resources to focused, smaller segments 

Improve strategic posture, may require investaent 

Generate cash while withdrawing from market 

Emphasis on efficiency; competences extend to production, engineering & financial control 

Emphasis on innovation through product and market effectiveness: competences relate 
mainly product R&D, market research, and basic engineering 

Combine aspects of (1) and (2); often follow imitation strategy 
No clearly defined competences, pattern or focus; not a viable strategy 

Expansion of market share by multiplying present market structures 

Eliminate competition, establish barriers to entry, and control resources 

Specialize in products and/or production process 

Give up business and market position 

Ieprove competitive position in short tere 

Improve competitive position in long tern 

Maintain position in expanding markets, normal investment 

Give up market share to generate cash in growing market 

Give up market share to generate cash in stable aarket 

Liquidate assets and terminate market position 

Efficiency, experience curve policies, overhead control, and other cost reductions 

Creating uniqueness in product and/or service 

Focusing on specific buyer group, or market 

Preservation of traditional product-market 

Attacking strategies based on (a) product innovation, (6) market seguentation 

  

(Source: Adapted from Galbraith and Schende) 1983)



60 

Galbraith and Schendel (1983) state that the number of 

possible strategic types, and the characteristics of each 

type, vary widely from author to author, and to a large 

degree are dependent on the objectives of the firms as seen 

by each author. For example, Porter's (1980) three generic 

strategies of cost leadership, differentiation, and focus 

were constructed in relationship to profitability 

performance, while Buzzell's (1975) three generic strategies 

of share-increasing, maintenance, and harvesting are 

directly related to market share performance. The Hofer and 

Schendel (1978) typology takes into account both 

profitability and market share objectives. 

The two most popular and empirically tested strategic 

typologies are those of Miles and Snow (1978) and Porter 

(1980). The theoretical underpinnings and assumptions of 

each of these generic strategic typologies will now be 

reviewed. 

Porter's (1980) Generic Strategic Typology 

Porter defines strategy as the means through which 

business organizations compete. A business's competitive 

strategy, according to Porter, is shaped and determined by 

five competitive forces which create sustainable advantages 

and thus higher returns. The main objective of the 

organization is to achieve competitive advantage through
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finding a position within the industry in which it competes 

from which it can either defend itself against competitive 

forces or manipulate them to its advantage. 

The five dimensions of competition in Porter's model are 

(1) the threat of entry, (2) existing competitors, (3) the 

degree of substitution, (4) the relative bargaining power of 

buyers, and (5) the relative bargaining power of suppliers. 

Like Miles and Snow (1978), Porter suggests that there 

were generic strategies that organizations could use to 

sustain a competitive advantage within a given industry. His 

three generic strategies are overall cost leadership, 

differentiation, and focus which has has the two variants of 

cost leadership and differentiation. Again, like Miles & 

Snow, Porter states that to effectively implement any of the 

three generic competitive strategies requires the total 

commitment of the organization including appropriate 

Supporting organizational structural arrangements. 

Overall cost leadership is characterized by Porter as 

requiring aggressive construction of efficient-scale 

facilities, vigorous pursuit of cost reductions from 

experience, tight cost and overhead control, avoidance of 

marginal customer accounts, and cost minimization in areas 

like R&D, service, sales force and advertising. The overall 

emphasis is on low cost relative to competitors to be 

achieved through a set of functional policies aimed at this
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basic objective. 

Porter's second generic strategy is that of 

differentiating the product or service offering of the firm 

so that it is perceived industry-wide as being unique, thus 

permitting the firm to command higher than average prices. 

The final generic strategy is that of a focus strategy, 

which, as the label implies, involves focusing ona 

particular buyer group, segment of the product line, or 

geographic market. 

The above three generic strategies represent the broad 

types of strategic groups, and thus the choice of strategy 

"can be viewed as the choice of which strategic group to 

compete in" (Porter 1980, p.35). A firm that, for whatever 

reason, does not develop its strategy in accordance with one 

of the three generic types is in a weak competitive 

position. Porter classifies such an organization as being 

"stuck in the middle" and maintains that by failing to 

develop its strategy along at least one of the three generic 

types, is "almost guaranteed low profitability" (p.41). 

Miles and Snow's (1978) Generic Strategic Typology 

Miles and Snow define strategy as a stream of major and 

minor decisions inferred from the behavior of the 

organization and suggest that through observation of this 

pattern of decisions, it is possible to classify
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organizations according to their strategic orientations. The 

strategic typology developed by Miles and Snow is based on 

field studies of four industries - the college text book 

industry, the health care industry, the electronics 

industry, and the food processing industry. The key 

dimension underlying the typology, as can be seen in Figure 

3 below, is the rate of change at which an organization 

changes its products or markets. Unlike Porter, Miles and 

Snow also addressed the issues of which structures would be 

most appropriate for each of their generic types, and which 

strategy would be most suited for different types of 

environments. They referred to this process of change and 

"matching" as an "adaptive cycle". 

Within the adaptive cycle there are three broad problems 

of organizational adaptation. First, the "entrepreneurial 

problem" which is essentially concerned with corporate level 

strategy and seeks to determine what product-market domain 

the organization should be in. Second, the "engineering 

problem" which is concerned with business level strategy and 

seeks to select an appropriate organizational technology to 

match the solution to the entrepreneurial problem above. 

Third, the "administrative problem" which is also concerned 

with business level strategy and involves the administration 

of techniques for uncertainty reduction.
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Defender Analyzer Prospector 

Figure 3: The Miles and Snow (1978) Strategic Typology
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The three forms of decision patterns noted in Figure 3 

are stable in nature. A fourth strategic type however, the 

"reactor" type is an unstable form of decision pattern, much 

akin to Porter's (1980) strategy of "stuck-in-the-middle". 

Defenders operate in a stable environment which in turn 

requires a stable form of organizational structure. Their 

entrepreneurial problem is how to seal off a section of the 

environment which is simple and stable. Once a defender 

organization has found a segment of the environment which 

meets these requirements, it will try to protect that 

segment with such methods as competitive pricing or high 

quality. However, in order to engage in the protection of 

its market, the defender must address its engineering 

problem. The latter is simply how to become as efficient as 

possible. This is usually achieved through the establishment 

of a single core technology. The administrative problem for 

the defender type organization is how to maintain control in 

order to achieve the high levels of efficiency required. The 

latter is usually achieved through the use of a mechanistic 

organizational structure. 

Prospectors are essentially the opposite to defenders. 

They tend to operate in a complex, dynamic environment and 

are innovators. Their entrepreneurial problem is how to 

locate new product markets. In order to locate these new 

product markets they engage in high levels of environmental
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scanning. However, in order to cater to the needs of an ever 

changing environment the technological process must be 

flexible - this is the engineering problem. The technology 

must be non-routine and flexible. This in turn creates an 

administrative problem which revolves around the issue of 

trying to maintain control over such a diverse and complex 

technological process. This usually requires that the 

organizational structure be organic in nature. 

Analyzers are a mixture of defenders and prospectors in 

that they attempt to minimize risk while maximizing the 

Opportunity for profit. Miles and Snow state that an 

analyzer type strategy is perhaps the most difficult of all 

strategies to pursue. The entrepreneurial problem for the 

analyzer type organization is essentially a combination of 

the two entrepreneurial problems outlined above, i.e., how 

to find new product markets and keep a stable consumer base 

at the same time. One way the analyzer achieves this 

seemingly impossible task is to adopt a market-follower 

strategy, i.e., imitation. Adopting such a strategy means 

that the initial adopter takes on the majority of the risk 

associated with a new product or market. The engineering 

problem for the analyzer is how to create a technology 

capable of catering to both a stable and a dynamic 

environment. Miles and Snow suggest that this problem is 

overcome through the creation of a "dual technological
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core". Not surprisingly, the administrative problem becomes 

how to coordinate all these different activities and 

approaches. Miles and Snow suggest that this can be achieved 

through use of a matrix type structure. 

A final strategic type, that of reactor, is not a 

strategy in the strictest sense of the word and is not 

feasible in the long run. It has no set pattern and is 

inconsistent in its relations with the environment. 

In addition to the above characteristics for each 

strategic type, Miles and Snow make some additional 

assumptions concerning the typology. First, they state that 

defenders, prospectors and analyzers will be distributed 

equally in any given industry, and that these strategic 

types will be more numerous than the reactor type. Second, 

they state that defenders, prospectors and analyzers will be 

equally effective in terms of performance if they were 

successfully implemented. 

The above strategic types then, with the exception of the 

reactor type strategy, are likely to make an organization an 

effective competitor in its particular industry. If 

effectiveness is to be ensured, however, it is essential 

that the chosen strategy of the organization "matches" both 

its environment and structure. 

Miles and Snow's main hypothesis is that if one were to 

observe organizations competing within a single industry,
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patterns of behavior would begin to emerge suggesting 

various strategic forms which could be reduced into one of 

the above four strategic archetypes. It is important to note 

that Miles and Snow do not claim that categorization 

according to their identified four strategic archetypes is 

consistent across industries; rather, they argue that 

categorizations are relative to an industry or an 

appropriate grouping. In other words, the nature of a 

particular industry determines the characteristics of the 

different types of strategic focus within that industry 

(Schaffer 1986). 

A Review of Studies using Miles and Snow's (1978) Generic 
strategies 

Like Porter's (1980) typology, a number of studies, both 

empirical and conceptual in nature, have attempted to 

analyze Miles and Snow's proposals with regards to generic 

strategies. These studies include the seminal works 

conducted by Snow and Hrebiniak (1980) and Hambrick (1983). 

In addition to the latter two studies however, there has 

been other research on the Miles and Snow typology (Hambrick 

198la, 1981b; Slocum, Cron, Hansen, and Rawlings 1985; Zahra 

1985; Chaganti and Sambharya 1986; Smith, Guthrie and Chen 

1986; Zahra 1987). There have also been two studies 

conducted within the specific context of the hospitality
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industry which have made use of Miles and Snow's typology - 

those by Schaffer (1986) and Dev (1988). 

Zahra (1987) notes that research to date on the Miles and 

Snow typology can be reviewed by concentrating on four main 

issues: (1) strategic type identification, (2) dimensions of 

the "adaptive cycle", (3) the link between strategy and the 

environment, and (4) the difference between strategic groups 

with regards to performance. Each will be discussed in turn. 

(1) Strategic Type Identification 

The identification of strategic types is problematic 

in that there are different approaches to infering an 

organizations strategic direction. Snow and Hambrick (1980) 

discuss both the theoretical and methodological problems 

encountered in measuring organizational strategies. They 

note that there are four methods of infering business 

strategy. These are, respectively, (a) the self-typing 

approach, (b) the independent external assessment by 

external experts approach, (c) the use of objective 

indicators approach, and (4) the investigator typing 

approach. Table 6 below indicates that all these methods 

have been used to date in the study of the Miles and Snow 

typology. Three of the studies listed used solely the 

self-typing approach (Zahra 1985; Schaffer 1986; Dev 1988); 

two studies used solely the investigator typing approach
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(Slocum et al. 1985; Smith et al. 1986); and two studies 

used solely the objective measures approach (Hambrick 1983; 

Chaganti and Sambharya 1986). 

Unfortunately, there seems to have been a move away from 

Snow and Hambrick's (1980) call for a multi-method 

multi-item approach to the measurement of strategy. Only two 

studies used multi-methods to infer an organizations 

business strategy (Snow et al. 1980; Hambrick 198la, 1981b). 

The study by Smith et al. (1986) deserves comment however in 

that it is one of the few studies to employ multi-items to 

measure business strategy and they present a systematic 

method for deriving the four strategic types using cluster 

analysis. The two studies using the Miles and Snow typology 

which have been conducted in the context of the hospitality 

industry both used a the self-typing method but also made 

use of multiple items to measure business strategy (Schaffer 

1986; Dev 1988).
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Table 6: Review of Studies on the Niles and Snow (1978) Strategic Typology 

  

  

  

Studies Data = Level of Entrepreneur Engineering Adwinistrative Competitive  Environaent- 

Collection Analysis Analysis Functional THT Devices Strategy Link 

Hethod Importance Composition 

Snow et al. (1980) Nes 8 - - - - - XK 

Hambrick (1981a, 1981b) [8S 8 - - k - - - 

Hambrick (1983) PIKS B X X X X K 

Slocum et al. (1985) I C 

Lahra (1985) K 8 X k k X 

Chaganti et al. (1986) C - - X K - ° 

Smith et al, (1986) I 8 X X X X X X - 

Schaffer (1986) K ¢ - - - X - x - 

Dev (1988) K 8 - - - X - x X 

(a) X = Issue Covered (b) MH = Mail Questionnaire (c) B = Business Level 
- = Tssue Not Covered $ = Secondary Data ¢ = Corporate Level 

I = Interviews 

PINS = Profit Impact of Marketing Strategy 

  

(Source: Adapted from Zahra 1987)
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Studies conducted on the identification of strategic 

types also differ in their interest in strategic groups 

studied. For example, Hambrick (1983b) concerned himself 

solely with prospectors and defenders because he argued that 

extreme types provide a good basis for testing the 

typologies predictions. Additional studies have investigated 

all four strategic types; e.g., Dev (1988), Zahra (1985); 

while others have concerned themselves only with 

investigating prospectors, defenders, and analyzers at the 

expense of reactors because of the difficulty in the latter 

type of organization in determining any meaningful or 

Significant patterns of behavior. 

(2) Dimensions of the Adaptive Cycle 

The adaptive cycle is divided into three problems by 

Miles and Snow; the entrepreneurial problem, the engineering 

problem, and the administrative problem. Studies on each of 

these three areas will now be discussed in turn. 

In perhaps what is the seminal work concerning the 

testing of Miles and Snow's predictions, Hambrick (1983) 

investigated three aspects of the entrepreneurial dimension 

of the adaptive cycle. These three aspects were expenditure 

on product R&D as a percentage of sales, expenditure on 

marketing aS a percentage of sales, and degree of forward 

integration. Results indicated significant differences
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between prospectors and defenders along the first two 

aspects of the entrepreneurial problem in favor of 

prospectors. In terms of degree of forward integration the 

results were in the opposite direction to the hypothesized 

relationship; in other words, defenders exhibited a greater 

degree of forward integration than did prospectors. The 

hypothesized reason for this finding was that instead of the 

suggested model of prospectors' attempting to reach forward 

to control channels and to secure reliable market 

intelligence, the actual operative model was one of 

defenders’ tending to handle their own selling, warehousing, 

and distribution because they anticipated few changes in 

their domains. Hambrick further suggested that prospectors 

were reluctant to become entrenched in forward stages 

because their offerings were always under consideration. 

Smith et al. (1986) also examined aspects of the 

entrepreneurial problem, but unlike Hambrick, they did not 

find any significant differences or patterns between the 

four strategic groups. 

Once again, the two studies by Hambrick (1983) and Smith 

et al. (1986) are also responsible for conducting the major 

research to date on the engineering dimension of the 

adaptive cycle. Hambrick investigated prospectors and 

defenders along seven aspects of the engineering task: (a) 

degree of fixed asset intensity, (b) degree of backward



74 

vertical integration, (c) degree of value added per 

employee, (d) degree of capacity utilization, (e) average 

compensation rates, (f) level of overall direct costs, and 

(g) portion of total R&D expenditures spent on process 

improvements. Results supported three of the hypothesized 

relationships: defenders had higher gross assets/employee, 

higher value added/employee, and lower direct costs than did 

prospectors. 

Smith et al. also noted some differences in the 

engineering problem of different strategic types which 

essentially reconfirmed Hambrick's earlier findings. 

In terms of the administrative dimension of the adaptive 

cycle there are four areas of study which have received the 

most amount of interest. These are (a) the composition of 

the top management team (TMT), (b) the age and tenure of top 

executives, (3) bases of power among the strategic groups, 

and (d) managerial beliefs and goals. Each will be discussed 

in turn. 

Chagnati and Sambharya (1986) found support for their 

hypothesis that prospectors tend to recruit top managers 

from outside sources, while defenders rely heavily on 

promotion from within. Smith et al. (1986) however, tested 

for a similar hypothesis but found no significant 

differences between the four strategic types although they 

did find that the four strategic groups emphasize different
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functional skills in selecting their key executives. It was 

found that prospectors emphasize general managerial skills, 

analyzers focus on marketing and production (engineering), 

defenders focus on marketing and R&D, and reactors recruit 

from R&D. All the above findings of Smith et al. were 

significant although they did not necessarily agree with 

Miles and Snow's original predictions; for instance, Miles 

and Snow predicted that Defenders would recruit managers 

from the functional areas of production and finance, not 

from marketing and R&D as found by Smith et al.. A similar 

study to the one just described was conducted by Chaganti 

and Sambharya (1986) and they did find support for the Miles 

and Snow predicted association between strategic type and 

functional orientation of executives. For example, they 

found that defenders did indeed tend to recruit more 

financially oriented executives. 

The age and tenure of top executives has been researched 

only once to date. The study by Smith et al. (1986) found 

that the four strategic types of defenders, analyzers, 

prospectors, and reactors differed significantly in the 

average age of their key executives with managers of 

reactors being the eldest followed by analyzers, 

prospectors, and defenders, respectively. A comparison of 

tenure of the key executives of each of the four strategic 

types did not reveal any significant differences however.
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Hambrick (1981) investigated the issue of environment, 

strategy, and power within top management teams. Using Miles 

and Snow's two strategic types of prospectors and defenders, 

he found that a defender strategy was negatively associated 

with output-based power, but positively associated with 

through~-put power, while a prospector type strategy was 

positively associated with output-power but negatively 

associated with through-put power in some of the 

sub-samples. 

The final area of study under the dimension of the 

administrative problem is the area of managerial beliefs and 

philosophies. The main research in this area has been 

conducted by Zahra (1985) who probed the managerial beliefs 

that pervade the four strategic groups. He found significant 

differences between groups concerning disposition toward 

risk taking, views regarding growth, and the need to match 

strategy and structure. In addition, significant differences 

were found between the four groups concerning their relative 

emphasis on eight (out of a possible ten) corporate goals. 

These significant differences supported the typology's 

propositions. 

(3) The Link Between Strategy and Environment 

Research conducted to date under the heading of 

"Strategy and Environment" can be categorized into two
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groups. First, that research concerned with the 

representation of different strategic groups within 

environmental clusters. Second, that research concerned with 

environmental analysis and scanning. Each will be discussed 

in turn. 

One of the fundamental theoretical underpinnings of the 

Miles and Snow typology, as already stated, is that 

defenders, analyzers, and prospectors will be equally 

distributed in a given industry, and that these three 

strategic types will be more prevalent than reactors. This 

fundamental assumption has however been disproven on several 

occasions (Snow and Hrebiniak 1980; Hambrick 198la, 1981b, 

1983; Dev 1988). Table 7 indicates the varying distributions 

of strategic types that have been found to date. As can be 

seen in that table, in the case of research conducted by 

Snow and Hrebiniak (1980), defenders and prospectors 

outnumbered analyzers and reactors. Findings reported by 

Hambrick (198la, 1981b) show defenders outnumbering 

prospectors in the hospital sub-sample while the opposite 

was the case for the college sub-sample. Dev (1988), ina 

study of the Lodging Industry, found prospectors to 

outnumber all other three strategic types by nearly 

two-fold. Analyzers were the next prominent group with 

defenders running a close third. 

Zahra (1987) suggests that there are two factors which
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may be associated with the dispersion of the groups. The 

first factor is whether or not reactors are considered. As 

can be seen from Table 7 when reactors are considered their 

representation ranges from 3.3 percent to 27 percent. The 

second factor is substantive; i.e., the nature of the 

environment and environmental conditions. In general, 

according to Miles and Snow, defenders thrive in stable, 

mature, non-innovative industries, while prospectors 

capitalize on growth opportunities in innovative, dynamic 

environments. 

Only two studies, one directly (Zahra 1985) and one 

indirectly (Dev 1988) have concerned themselves with 

managerial perceptions of the environment and their 

relationships to strategic type. Zahra found significant 

differences between strategic groups concerning four 

environmental dimensions. Reactor hospitals viewed their 

environments as being dynamic, hostile and complex. 

Prospectors experienced more environmental dynamism but far 

less hostility. Defenders viewed their environment as less 

complex and dominant. Analyzers exhibited, as would be 

expected, experienced a combination of attributes of both of 

the above strategic types. Dev found that defenders who 

operated in what they perceived to be a stable environment, 

i.e., low levels of environmental uncertainty, out-performed 

analyzers but performed equally as well as prospectors
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operating under perceived similar environmental conditions. 

He also found that analyzers who operated in what they 

perceived to be a volatile environment, i.e., high levels of 

environmental uncertainty; out-performed both prospectors 

and defenders operating under perceived similar 

environmental conditions.



Table 7: Strategy-Environment Linkages Found on the Miles 
and Snow (1978) Typology. 

  

  

Study Defender Analyzer Prospector Reactor 
Industry Grp 

Snow & Hrebiniak (1980) 
Automotive 22(40) 5(9) 17(31) 9(16) 
Air Transportation 36(33) 9(8) 32(19) 26(24) 
Plastics 19(34) 8(14) 18(32) 8(14) 
Semiconducters 3(12) 5(19) 8(31) 7(27) 

Hambrick (1980a) 
Hospitals 30(60) - 20(40) - 
College 20(41) - 29(59) - 
Insurance 30(49) - 31(51) - 

Hambrick (1983) 
Growth-Noninnovative 80(50) - 80(50) - 
Growth-Innovative 53(45) - 66(55) - 
Mature-Noninno. 425(93) - 31(7) - 
Mature-Innovative 112(59) - 79(41) - 

Odom et al. (1985) 
Churches 45(28) 71(44) 31(19) 13(9) 

Zahra (1985) 
Hospitals 21(32) 7(11) 28(42) 10(15) 

Smith et al. (1986) 
Electronics 10(22) 19(42) 11(24) 5(11) 

Dev (1988) 
Lodging 42(23.3) 45(25) 87(48.3) 6(3) 

  

(Source: Adapted from Zahra 1987)
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As already noted, the second group of research under the 

"Strategy and Environment" heading is that research 

concerned with environmental analysis and scanning. Two 

studies are of relevance here, the study by Hambrick (1979) 

and the study by Smith et al. (1986). Hambrick found 

differences in the intensity of scanning activities between 

the strategic types, e.g., prospector colleges spent more 

time scanning their environments than did their defender 

counterparts. Smith et al. also found significant 

differences between the scanning activities of the four 

strategic types. 

(4) Strategic Types and Performance 

In addition to the assumption of equal distribution 

of defenders, analyzers and prospectors in any given 

industry, Miles and Snow also proposed that each of these 

three strategies would be equally effective as long as they 

were successfully implemented. Research findings however do 

not support this contention. Snow and Hrebiniak (1980) found 

in one of the industries being studied (the air 

transportation industry) that reactors out-performed both 

defenders and prospectors. Hambrick (1983), using the PIMS 

data base, found that prospectors and defenders did not have 

equal levels of performance and that there were significant 

differences depending on the nature of the environment and
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the measure of performance being used. Dev (1988), as noted 

above, found differing levels of performance between 

strategic types dependent on the nature of their perceived 

operating environment. 

ENVIRONMENT 

Definition of the Environment 

Duncan (1972) defines environment as the totality of 

physical and social factors that are taken directly into 

consideration in the decision making behavior of individuals 

in the organization, and Miles, Snow and Pfeffer (1974) 

define environment as the network of individuals, groups, 

agencies, and organizations with whom an organization 

interacts. 

Slattery and Olsen (1984) state that there is little 

consensus about the constituent parts of the concept of 

environment. They suggest that the objective features of the 

environment can be identified at two levels. First, the 

general environment which consists of a set of conditions 

such as technology, law, politics, economy, demography, 

ecology, culture, time, and society; these conditions apply 

to all types of organizations. Second, the specific 

environment which includes potential customers, suppliers, 

competitors and regulatory groups. This category coincides 

with Thompson's (1967) definition of an organization's task
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domain. 

Before the the work of Selznick (1948), the environment 

was viewed as a constant by researchers in their attempts to 

find universalistic principles of structure; e.g., Taylor 

(1911), Weber (1947). Selznick (1948), basing his 

propositions on the work of Bernard (1938), used systems 

theory to postulate that organizations should be regarded as 

partially open systems which, in order to maintain 

equilibrium through the process of homeostasis (Thompson 

1967), adapted to their external environment. The notion of 

environmental adaptation was further popularized by the 

works of Burns and Stalker (1961) who introduced the notions 

of mechanistic (partially closed) and organic (partially 

open) organizations. 

From the impetus provided by the above research, 

additional research streams evolved which concerned 

themselves with different aspects of the environment. Four 

such research streams can be identified. These are (1) 

attempts to develop environmental typologies which defined 

the nature and scope of the environment, (2) research into 

the related concepts of boundary spanning and environmental 

scanning, (3) research into the relationship between 

organizational structure and environment, and (4) research 

concerned with the strategy-environment linkage. This study 

is specifically concerned with the first and last streams of
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research noted above. These two streams will now be briefly 

reviewed. 

Attempts to Develop Environmental Typologies 

Seminal works contributing to this stream of research 

include those by Dill (1958), Emery and Trist (1965), 

Lawrence and Lorsch (1967), Thompson (1967), Duncan (1972), 

Child (1972), Jurkovich (1974), Aldrich (1979), and 

Bourgeois (1985). 

Dill (1958) introduced the notion of an an organization's 

task environment. This is defined as the task environment of 

the industry of which a subject organization is a member 

plus all other organizations that are members of the subject 

organization's industry (Dess and Beard 1982). According to 

Dill, there are four components of an organization's task 

environment. These are (a) suppliers, (b) competitors, (c) 

customers, and (d) regulatory groups. The task environment 

was conceptualized in terms of the flow of information both 

into, and from, the organization. 

Emery and Trist (1965), in their study, focused on the 

process of exchange between an organization and its 

environment. They identified four different types of 

environment based on a dimension of simple-complex. These 

four environments were (a) a placid/random environment in 

which activities were relatively stable but occurred ona
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random basis, (2) a placid/clustered environment in which 

activities are relatively stable but occur on a cyclical 

basis, (3) a disturbed/reactive environment which is more 

complex, and (4) a turbulent field environment in which 

changes are frequent and dynamic but also random. The 

placid/random environment is of course the least uncertain 

and least changing while the turbulent field is the most 

dynamic and most uncertain. Emery and Trist also proposed 

that each type of environment required an appropriate type 

of strategy and structure. 

Perhaps the two most frequently cited works attempting to 

define the nature and scope of the environment are those by 

Lawrence and Lorsch (1967) and Thompson (1967). Lawrence and 

Lorsch, building on the work of Burns and Stalker (1961), 

dichotomized diversity and dynamism to create a four cell 

typology, while Thompson developed his four cell typology 

along the two dimensions of homogeneous-~heterogeneous and 

stable-shifting. As can be seen below, the perceptions of 

both sets of authors concerning the environment are 

essentially the same: 

  
  

Thompson (1967) Lawrence and Lorsch (1967) 

(1) Homogeneous-stable, (1) Low diversity and not 
dynamic, 

(2) Homogeneous-shifting, (2) Low diversity, highly 
dynamic, 

(3) Heterogeneous-stable, (3) High diversity and not 
dynamic, 

(4) Heterogeneous-shifting; (4) High diversity and dynamic.
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Duncan (1972) also identified two dimensions of the 

environment: (a) the simple-complex dimension, and (b) the 

static-dynamic dimension. He defined the former as the 

number of factors which need to be taken into account when 

making a decision, while he defined the latter as the degree 

to which factors in the decision unit's environment either 

remained stable over time or were in a continuous process of 
epee Nett ean nm heme 

change. He studied 10 decision units in 3 manufacturing 
eee 

organizations and 12 decision units in 3 R&D organizations 

and found that organizational members who existed or 

operated in a dynamic-complex environment experienced the 

greatest amount of uncertainty. Perhaps the greatest 

contribution from Duncan's work was his four cell matrix of 

environmental uncertainty from which he proposed that the 

static-dynamic dimension was a more important contributor to 

environmental uncertainty than was the simple-complex 

dimension. 

After the work of Duncan several studies attempted to 

model the environment along various dimensions. The 

commonality between the post-Duncan works was that they all 

focused on overcoming overcome one of the major deficiencies 

of research on the environment up to that time: the fact 

that few authors had paid attention to the fact that the 

environment should be studied from a "perceived" as opposed
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to "actual" approach. The work of Child (1972) was 

characteristic of this relatively new approach. Child 

suggested, by incorporating the notion of strategic choice, 

that it is managerial perceptions of the environment that 

guide the decision making process and therefore the 

environment should be studied and modeled from a perceptual 

viewpoint. Child introduced three states of the environment. 

First, environmental variability, which is the function of 

the frequency of change in relevant environmental 

activities, the degree of difference involved at each change 

and the degree of irregularity in the overall pattern of 

change. Second, environmental complexity which refers to the 

heterogeneity and range of environmental activities. 

Finally, environmental illiberality which is the degree of 

threat from external forces which face organizational 

decision-makers in the achievement of their goals. 

Undoubtedly, the most comprehensive typology of the 

environment to data is the one developed by Jurkovich (1974) 

which consisted of 64 environmental types. There were four 

main factors underlying his typology which he argued 

decision makers had to take into account when engaging in 

the decision making process. First to consider was the 

complexity of the environment (complexity was defined 

according to Child's definition noted above). The second 

consideration was the presence of either organized or
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unorganized sectors in the environment. The former has a 

perenne Tater enna 

ormal rule set, €.g., suppliers, whereas, the latter does 

not, e.g., customers. The third consideration was the 

routiness or nonroutiness of the problem opportunity state. 

The final consideration was whether the sectors had a direct 

or indirect relationship to the organization. 

Aldrich (1979) conceptualized the environment in terms of 

six dimensions which were developed based on an extensive 

review of the literature. The dimensions refer to the nature 

and distribution of resources in environments, with 

different values on each dimension implying differences in 

appropriate structures and activities (Aldrich 1979). 

Aldrich's hypothesized six dimensions of organizational task 

environments are shown below in Table 8.
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Table 8: Aldrich's (1979) Environmental Dimensions 

  

Dimension Definition 

  

Capacity 

Stability/Instability 

Turbulence 

Homogeneity/ 
Heterogeneity 

Domain 

Consensus/Disconsensus 

Concentration/ 
Dispersion 

The extent to which the environment 
can support sustained growth. 

The degree of turnover, lack of 
pattern, and unpredictability in an 
organizations task environment. 

The degree of interconnection 
between environmental elements. 

The degree of specificity/ 
diffuseness an organization 
experiences in its task 
environment. 

The degree to which an 
organization's "raison d'etre" 
matches the task environment in 
which it operates. 

The degree to which the elements of 
organizations task environment are 
either physically concentrated or 

dispersed over a geographical area. 
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Bourgeois (1985) identified five components of an 

organizations task environment. These were (a) suppliers, 

(b) customers, (c) competitors, (d) regulatory groups, and 

(e) technology. As can be noted, these components are very 

similar to components of an organizations task environment 
ee rare tee yy fe er fea ae 

as developed by Dill (1958) and outlined above. 

All of the above typologies were developed by drawing on 

knowledge and theory derived from the study of manufacturing 

organizations. There have however, been relatively few 

attempts to develop or test environmental typologies ina 

context other than that of the manufacturing industry. 

Outlined below are the limited number of studies that have 

contributed in some way to the concept of environmental 

typologies in the context of the hospitality industry. 

Environmental Typologies in the Hospitality Industry 

Although no study to date has sought to develop an 

environmental typology in the context of the hospitality 

industry, there have been several studies which have 

contributed both directly and indirectly to our 

understanding of the hospitality environment. Most notable 

among these studies are those by Olsen (1980), Slattery and 

Olsen (1984), DeNoble and Olsen (1986), West (1987), and Dev 

(1988). 

Olsen (1980) contributed to our understanding of the
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hospitality environment ina largely conceptual piece 

discussing the importance of the environment to the food 

service and lodging manager. The research was essentially a 

review of the existing literature at that time concerning 

dimensions of an organizations task environment. 

Slattery and Olsen (1984) examined the relationship 

between hospitality organizations and (a) their objectively 

conceived environments and (b) their personally assessed 

environments. Objective features of the hospitality 

environment were identified on two levels. The first of 

these levels was the general environmental level which 

consisted of a set of conditions such as technological 

political, socio-cultural, and economic sub-environments. 

The second level was the specific environment or task domain 

of the organization which was hypothesized to consist of 

customers, suppliers, competitors, and regulatory groups. 

Adopting Child's (1972) three-category classification of 

environmental states (environmental variability, 

environmental complexity, and environmental illiberality), 

the authors stress the importance of achieving a match 

between the objective and personally assessed environments 

of the hospitality organization. They conclude with a 

comment which is as relevant today as it was at the time the 

research was published, " ..in hospitality organizations, we 

are still some way away from evolving accurate perceptions
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of the environment, and incorporating these into an 

overview of the corporation's environment" (p.60). 

DeNoble and Olsen (1986) conducted a market volatility 

analysis on the food service industry environment. They 

argue that hospitality executives, contrary to the empirical 

evidence presented, do not perceive that they operate ina 

volatile environment thus causing a mismatch between 

perceived and objective environments. The task domain of the 

organization is defined as being made up of four components: 

(a) customer, (b) suppliers, (c) competitors, and (d) 

regulatory groups. The two dimensions underlying the authors 

conceptualization of the hospitality environment are 

strongly grounded in the literature and are the 

certainty-uncertainty dimension and the simple-complex 

dimension. Using an objective measure of environmental 

volatility " which was originally developed by Tosi, Aldag 

Footnote 

Market volatility is defined as the average of the 
coefficients of variation of sales divided by average sales 
revenue for individual firms in the industry and is 
represented by the following formula: 

X X 
Mkt Vol'ty = Sum (Y-Y) + .. + Sum (Y-Y) 

i=l ------ i=l ------ 
Xx x 

Y Y 
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and Storey (1973) and validated by Synder and Glueck (1982), 

they compared the measure of market volatility for the food 

service industry to six other industries which had been 

previously ranked by Snyder and Glueck as being either 

highly market volatile or highly market stable (DeNoble and 

Olsen 1986). The food service industry received a market 

volatility index of .3634 which was considerably higher than 

the most volatile industry ranked by Synder & Glueck (the 

electronic computing industry with an index of .2759). 

This objective measure of environmental volatility was then 

compared against executive perceptions of the hospitality 

environment. The results indicated that hospitality 

executives have an unrealistic, narrow, and limited view of 

the environment in which they operate. For example, an 

average of 52.6 percent of respondents did not perform any 

research and development activities which focused upon the 

impact of the environment upon company directions, while 

over 50 percent of respondents perceived the environment of 

their customer base as stable and uncertain. The necessity 

of research to help hospitality executives overcome their of 

understanding concerning both the nature and scope of the 

environment by hospitality executives is evident in the 

authors concluding statement, "..since it seems that the 

environment of the hospitality executive is likely to remain 

uncertain and complex, a framework for analyzing the
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environment from its broadest perspective may be 

appropriate" (p.96). 

West (1987) contributed indirectly to our understanding 

of the nature and scope of the hospitality environment by 

investigating the practice of environmental scanning. He 

defined environmental traits according to Porter's (1980) 

industry structure model which consists of the following 

five dimensions: (a) threat of entry of new competitors, (b) 

intensity of rivalry among existing competitors, (c) 

pressure from substitute products, (d) bargaining power of 

suppliers, and (e) bargaining power of buyers. 

Finally, Dev (1988) characterized the hospitality 

environment in terms of the degree of environmental dynamism 

which he defined as the rate of change or variability in an 

environment. He justified his focus on solely the latter 

aspect of environmental uncertainty by arguing that past 

research; e.g., Duncan 1972; had indicated that variability 

waS a more powerful component of environmental uncertainty 

than was environmental complexity. 

A Review of Studies on the Environment-Strategy Linkage 

The whole notion behind the strategy-environment link is 

that strategy should favorably align the organization with 

its environment (Andrews 1971; Thompson 1967; Hofer and 

Schendel 1978; Porter 1980). Daft and Weick (1984) view
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organizations as interpretative systems. They argue that 

Organizations are open social systems and that there are 

four general modes of interaction (enacting, discovering, 

undirected viewing, and conditioned viewing), the 

appropriateness of each one being determined by managements 

beliefs about the environment and organizational 

intrusiveness (the extent to which organizations actually 

control their environment). 

There is consensus in the literature that different 
Sree, ee 

environmental conditions might require different strategies 

to achieve acceptable levels of performance (Lawrence and 

Lorsch 1967; Burns and Stalker 1961; Thompson 1967; Hofer 
ar rt er anno t. aed ORR etme 

1975). AS noted in the introduction, there is an abundance 

of research which attempts to prescribe normative strategies 

for different environmental states, usually according to 

stages of the life cycle; e.g., strategies for declining 

industries (Hammermesh and Silk 1979; Harrigan, 1980; 

Harrigan and Porter 1983); strategies for mature industries 

(Hambrick 1983a, 1983b; Hambrick and Schecter 1983; Harrigan 

1983; strategies for growth industries (Greiner 1972); 

strategies for uncertain and volatile environments 

(Bourgeois 1978, 1985; Olsen 1980); and strategies for low 

share businesses (Woo and Cooper 1981). 

The work by Bourgeois (1980) is of particular 
nem ween or Tee 

Significance to this study in that it provides a conceptual
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discussion on the link between strategy and environment. 

Bourgeois posits a conceptual integration of the business 
Pe ans 

policy and the organizational theory approaches to the study 

of strategy and environment. The business policy approach to 

the study of strategy suggests a hierarchical definition of 

strategy: (1) a domain definition strategy (corporate 

strategy) and (2) a domain navigation strategy (business 

strategy). The organization theory, on the other hand, 

classifies the environment into three categories: (1) 

objects (the difference between the task and general 

environment), (2) attributes (the dynamism and complexity of 

an organizations task environment), and (3) perceptions 

(managerial perceptions of the environment). Three main 
~ pea seeming TT 

conclusions are reached by Bourgeois. First, that domain 
pe rene 

meermes Sete” 
ell 

definition strategies are enacted at the general 

environmental level, and domain navigation strategies are 

enacted at the. organizational task level. Second, he 

suggests the most fruitful area of research lies in the 

process - of business strategy as this has been largely 

neglected. Third, he suggests perceived environmental 

uncertainty is a more relevant field of study than 

objective environmental characteristics. 

“Phere have of course been several studies in the area of 

strategy content and environment. Perhaps one of the other 

major streams of research examining the strategy-environment
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link is that work concerned with the market 

-ghare-performance connection; i.e., the PIMS research 

(Buzzell, Gale, and Sultan 1975). These authors have 

produced empirical evidence of the association between 

market share and profitability. They found that a 10 

percent increase in market share resulted in a 5 percent 

increase in pre-tax ROI. This research also revealed various 

strategies appropriate to various stages of industry 

evolution and market share such as, (1) an organization with 

a low market share in a declining industry should be 

divested, (2) high market businesses in low growth 

industries should be "milked" or "harvested", (3) high 

market businesses in high growth industries should follow a 

"maintenance" strategy, and (4) low market share businesses 

in high growth industries should increase their market 

share. 

Since this rule of thumb proclamation, however, there have 

been numerous studies to dispute the findings. For example, 

Woo and Cooper (1981) and Hammermesh, Anderson, and Harris 

(1978) all identified businesses which were profitable in 

spite of low market share positions. Specifically, Woo and 

Cooper (1981) examined the strategies of effective low share 

businesses, comparing them with two control groups: 

effective high share businesses and ineffective low share 

businesses. They found effective low share businesses that
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were characterized by distinctive strategies with respect to 

both product-market choices (corporate strategy) and 

competitive strategies (business-level strategy) within 

their operating environments. They also noted that effective 

low share businesses were more likely to succeed in stable 

rather than dynamic environments. This finding is contrary 

to the more popular recommendations by PIMS that low share 

businesses should locate in growth market and provide 

special services and follow a high level of customization. 

Hammermesh et al. (1978) found that successful low share 

organizations emphasized profits rather than market share 

or sales growth, and emphasized specialization rather than 

diversification. In fact, they came up with four possible 

strategies for low share businesses, which is a great 

expansion on the single strategy of "divest" prescribed by 

PIMS. These strategies were, (1) creative market 

segmentation, (2) controlled growth, (3) effective use of 

R&D, and (4) good leadership. 

Anderson and Zeithaml (1984) contributed a major piece of 

research to the study of stages of industry evolution and 

their relationship to strategy content. Their intent was to 

establish clear conditions between the strategy-performance 

link. Many of the studies have used the PIMS data base 

(Anderson and Zeithaml 1984; Hambrick and Schecter 1983) 

and thus the mature stage of the life cycle, due to the very
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nature of the PIMS data base, has received the most 

attention. There is general consensus among the above 

researchers however that organizations pursue different 

strategies according to different stages of the industry 

life cycle in order to optimize organizational economic 

performance. 

.. Not surprisingly, Porter's (1980) generic strategic 

typology has received much attention in the literature on 

the environment-strategy linkage. Five studies are of 

relevance here; those by Hambrick (1983), Murray (1988), 

Miller (1988), and West (1987). 

Hambrick (1983), in a study of high and low profit 

strategies in two environmental types, found evidence for 

the existence of Porter's three generic strategies. He 

noted, as postulated by Porter, that not all three generic 

strategies were found in the same environmental setting and 

that even when the same strategies were found in the same 

setting, they often had different configurations. 

Additionally, evidence indicated that the primary 

strategies pursued in a specific environmental type differed 

between high and low performers. In other words, Hambrick 

found that within an environmental type there are several 

different avenues to profitability and that these avenues 

differ depending on the type of industry. 

Murray (1988) suggested that the validity of each of
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Porter's three generic strategies is dependent upon the 

presence of certain environmental preconditions. For 

example, he suggests that the preconditions for an overall 

cost leadership strategy are a result of an industry's 

structural characteristics, whereas the preconditions for a 

product differentiation strategy result from customer 

characteristics. In other words, external forces dictate the 

appropriateness of each generic strategy. 

Miller (1988) investigated the relationship of Porter's 

generic strategies to the environments and structures of 

undiversified firms. He demonstrated that strategies must be 

matched with complimentary environments and structures to 

promote success. He noted that (a) the strategy of 

innovative differentiation is most likely to be pursued in 

uncertain environments and correlates with the use of 

technocrats and liason devices; and (b), that the strategy 

of cost leadership is associated with stable and predictable 

environments and correlates with the use of controls. It was 

also found that the above relationships were more likely to 

be significant in groups of high performing firms than in 

groups of poor performers. 

West (1987) used Porter's strategic typology to examine 

the relationship between strategy and environmental scanning 

on firm performance. His third hypothesis was that firms 

which scan those parts of their environment that are of
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particular importance to their intended strategy will 

perform at higher levels than those that do not. In other 

words, a match between sectors of the environment scanned 

and type of strategy will lead to higher performance than a 

mismatch. Findings indicated that there was a different 

emphasis on the sectors scanned according to the type of 

strategy adopted. For example, differentiators scanned the 

competitor, buyer, and seller sectors to a high level. 

Studies on the Environment-Strategy Link using the Miles and 
Snow (1978) Typology 

Zahra (1987) notes that results of prior research on 

the Miles and Snow typology suggest that different 

strategies thrive in different environmental conditions. In 

general, he suggests that evidence from past studies 

indicate that Defenders thrive in stable, mature, 

non-innovative industries; while Prospectors thrive in 

innovative, dynamic environments. 

Hambrick (1983), for example, using Miles and Snows’ 

strategic typology found (contrary to both Miles and Snow's 

postulations and to the earlier finding of Snow and 

Hrebiniak in 1980) that defenders and prospectors had 

different performance levels depending on the type of 

environment in which they were enacted. The original thesis 

by Miles and Snow stated that there would be no difference
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in performance levels if each strategy were equally well 

implemented. Hambrick found that prospectors out-performed 

defenders in innovative industries while defenders 

out-performed analyzers in noninnovative industries. 

Dev (1988) used Miles and Snow's typology to look at the 

relationship between environmental uncertainty, business 

strategy and financial performance in the lodging industry. 

He has three main hypotheses: (1) performance levels will 

not differ between strategic types; (2) in stable 

environments there will be no difference in levels of 

performance according to strategic type; and (3) in volatile 

environments there will be no difference in the level of 

performance according to strategic type. Hypothesis (1) was 

accepted, while hypothesis (2) and (3) were rejected; i.e., 

for (2) and (3) those organizations that achieved a match 

between strategy and environment achieved higher levels of 

performance. He found that defenders out-performed analyzers 

in stable environments but performed equally with 

prospectors. In volatile environments he found that once 

again prospectors and defenders performed equally but that 

analyzers performed higher than both of them.
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PERFORMANCE 

Venkatraman and Ramanujam (1986) state "the treatment of 

performance in research settings is perhaps one of the 

thorniest issues confronting the academic researcher today. 

While the the volume of literature on this topic is 

continually increasing, there appears to be little hope of 

reaching any agreement on basic terminology and definitions" 

(p.801). 

Lenz (1980) states that organizational performance refers 

to the achievement of an enterprise with respect to some 

criterion (or criteria). Venkatraman and Ramanujam argue 

that the importance of the issue of performance in strategic 

management can be argued along three dimensions: 

theoretical, empirical, and managerial. At the theoretical 

level performance is the time test of any strategy (Schendel 

and Hofer 1979); empirically, it is used to test content and 

process issues (Miles and Snow 1978); and at the managerial 

level, relates to prescriptions offered for performance 

management. 

Conceptual definitions of performance usually encompass 

either one or all of four variables; viz, sales, profit, 

return on investment (ROI), and market share. 

While the definition of performance is not problematic, 

the measurement of performance is. Some studies favor the 

use of multiple measures while others assert performance may
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be captured in a single measure (Kirchoff 1977; Hatten, 

Schendel, and Cooper 1978). Controversy also exists about 

the use of performance measures that are of primary 

importance to the organization studied versus those that are 

of importance to society in general (Parsons 1960; Price 

1972; Steers 1975). 

A review of the performance literature in Table 9 below 

indicates the measures of performance most commonly used in 

the literature. As can be seen, measures have traditionally 

concentrated on two aspects: profitability and growth. These 

two aspects have been generalized in a number of ways 

related to liquidity, profitability, solvency, and asset 

utilization. 

Performance measures used in strategy - environment - 

performance studies revolve around four variables: market 

Share, ROI, sales, and profit. 

(i) Market Share. 

Woo and Cooper (1981), Tuason (1973), and Hammermesh 

et al. (1978), all used market share as a measure of 

performance. For example, Woo and Cooper defined effective 

low share businesses as having a market share relative to 

the combined three largest competitors greater than 20%, and 

they defined effective high share businesses as those with a 

Market share greater than 125%. Hammermesh et al. defined 

low market share as being less than half the industry
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leaders share. 

(ii) ROI (return on investment). 

This measure of performance is used by 

Hammermesh and Silk (1979), Hambrick (1983a), Hambrick and 

Schecter (1983), as well as by the aforementioned authors in 

(i). Woo and Cooper defined effective low share businesses 

as having an ROI greater than 20% while ineffective low 

share businesses were defined as having an ROI less than 53%. 

Hammermesh et al. viewed successful companies as those whose 

five year average return on equity surpasses the industry 

median. 

(iii) Sales and Profit. 

Average annual growth in sales and profits were 

used as performance measures (Miller and Freisen 1980, 1983; 

James 1974).
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Table 9: Measures of Perforsence used in the Literature 

  

AUTHORS /S 

  

PERFORMANCE Ansoff Gershefski Thune & Herald Karger Fulmer Grinyer & Kudla Leontiades Schaffer West Tse  Oev 

NEASURE USED House Q Malik & Rue & Norburn & Teze] 

(1970) (1970) = (1970) (1972) (1975) (1974) (1975) = (1981) (1980) (1986) (1987) (1988) (1988) 

  

Sales X 

Earnings X 

EPS X 

Total Assets X 
Earnings/Equity X 

Dividends/Share =X XK 
Stock Price k 

Debt/Equity X 

Common Equity X 

Earnings/Tot. Eqt’y X 
P/E Ratio X 

Payout 

(Divs/Earnings)  X 
Price Equity Ratio X 

Return on Equity X X 

ROCE k 

Research and Development 

Expenditure X 

Sales per Share 

Cash Flow per Share 

Rate Earned on Net Worth 
Operating Wargin 

Book Value per Share 

Capital Spending Per Share 

Earnings/Sales Ratio K x X 
Earnings to Total Capital x 

Return on Assets K X xX 

Grovth in Unit Sales xX X 

PROF & X 

SPAR 88 X 

=
=
 

S
t
 
o
t
 

o
t
 

  

s = Income before fixed charges/Total Sales 
t= Total Sales/Rooms Available x Number of Days Hotel Open per Annus
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Determinants of Organizational Performance 

Child (1974) notes that there exists little evidence that 

relatively simply, unidirectional causal relationships among 

the constructs examined account for organizational 

performance. Instead, he suggests that we observe a complex 

network of interdependent elements in which words such as 

"cause" and "effect" should be used with caution. He goes on 

to further state that the question of what determines the 

levels of performance achieved by companies still defies a 

sure answer and that the problem is extremely complex, 

because a vast number of influences on performance are at 

work; some of these are quantifiable, others are not; some 

are external to the firm others are internal and managerial, 

and of the latter many are subtlely interwoven. Snow and 

Hrebiniak (1980) also note that organizational performance, 

or effectiveness, is a multi-faceted phenomenon that is 

difficult to comprehend and measure. 

There exists in the literature many theories about the 

determinants of organizational performance but these, like 

the approaches to strategy discussed earlier, can be divided 

into two main approaches. The first of these is called 

"universalistic theory" which comprises arguments that the 

presence of certain attributes, will, of itself, be 

conducive to superior performance in most, if not all, 

circumstances. The second approach is the "contingency
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theory" approach which contains propositions that the 

attributes favorable to higher performance will alter 

according to the circumstances under which an organization 

is operating. Both these theories assume that it is possible 

to identify certain factors which will in some degree 

determine levels of company performance. 

Lenz (1981) conducted an extensive review of the 

literature on the determinants of organizational 

performance. He identified six groups of research which has 

attempted to address the above problem. These are (a) 

investigations concerning the environment-performance 

linkage, (b) investigations in which environment and 

organization structure are the key variables, (c) 

investigations based upon the assumption that the structure 

of an organization is a principle determinant of 

organizational performance, (d) investigations based upon 

the strategy-structure-performance hypothesis, (e) 

investigations employing the concepts of environment and 

strategy to explain firm performance, and (f) 

investigations concerned with various aspects of 

administration on organizational performance. This study is 

concerned only with the first and fifth categories of the 

above division.
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Strategy - Environment - Performance Studies 

There exists an abundance of studies in the strategic 

management literature that seek to explain the relationship 

between strategy, environment, and organizational 

performance. As already noted above, many of the studies are 

linked in some way to the PIMS Program. Schoeffler, Buzzell, 

and Heany (1974) and Schoeffler (1977) studied a diverse 

sample of industrial organizations and their findings 

indicated that the joint effects of market conditions and 

corporate strategy explained up to 80 percent of the 

variance in return on investment. Elements of market 

conditions and strategy of particular importance are market 

share, product (service) quality, marketing expenditures, 

research and development expenditures, and breadth of 

product line. With respect to market share and 

profitability, the results parallel those of the Boston 

Consulting Group (1968), Chevalier (1972), and Buzzell et 

al. (1975). Many of the studies conducted by the PIMS school 

were attempts, as stated earlier, to identify "universal 

laws" of strategy that hold to some extent in all settings. 

It should be noted, however, that it is simply not 

possible to state with certainty the existence of causal 

relationships regarding organizational performance because, 

as Child (1974) points out, performance is not simply a 

dependent variable - it is not simply an end product. The
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simply fact that the level of performance is found to relate 

to a feature of organization does not of itself tell us how 

much performance is the consequence or the cause of that 

feature. Thus it follows that if performance is not simply a 

dependent variable, then finding that it is associated with 

an attribute of management or organization cannot of itself 

demonstrate that a particular theory is correct in arguing 

that the attribute influences performance. 

While PIMS studies are based upon averages across 

industries thus posing questions concerning the 

generalizability of their findings, there have been studies 

on the strategy - environment - performance linkage which 

were confined to a single industry. Fruhan (1972), in his 

investigation of U.S. domestic trunk air carriers, found 

that environmental factors have a much greater influence on 

firm profitability than variables directly controlled by 

management. 

Additionally, there has been extensive research on firms 

in the U.S. brewing industry (Hatten et al., 1978; Schendel 

and Patton, 1978; Thiel, 1979). The results indicate that at 

the industry level, strategy variables account for 70 

percent of the variance in firm performance while measures 

of environment were not significant. Hatten et al. also 

found that the relationship between strategy variables and 

performance differs in accordance with the strategic group
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of which a firm is a member. By accounting for heterogeneity 

among strategies employed by different brewers, the above 

Study was able to account for more variance in firm 

performance and to learn how competitive strategies differ. 

The fact that firms in essentially the same environment 

(industry) employ diverse strategies parallels Snow's 

(1976) findings in the college textbook industry and Dutta's 

(1979) observations from the television set manufacturing 

industry. 

Hambrick (1983a) states that there exists a void in the 

study of strategy which can be filled by the development of 

mid-range theories. In his 1983a and 1983b studies, Hambrick 

attempts to develop mid-range theories of strategy by 

suggesting that it should be possible to identify commonly 

recurring "settings" and to observe how different strategies 

tend to fare in each setting. Such an attempt in not unique. 

Other studies (Hofer 1975; Porter 1980) have attempted to 

establish such settings through product life cycle theory, 

arguing that certain types of strategies are appropriate at 

each life cycle stage. Such prescriptions, however, with 

some exceptions, have not been put to extensive empirical 

tests. 

In an attempt to develop a medium-grain typology of 

settings, or environments, in which strategies could be 

examined, Hambrick (1983a) uses cluster analysis to yield
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eight environmental types. Use was made of the PIMS data 

base, which made the decision of what environmental 

variables to include a moot question since PIMS has a total 

of 28 environmental variables in its data base. Because an 

examination of zero-order correlations among the 

environmental variables identified revealed a number of 

inter-correlations, indicating an underlying structure, the 

variables were factor analyzed. This resulted in ten 

environmental dimensions. These were (1) industry 

concentration, (2) infrequency of customer purchase, (3) 

dollar importance of product to customers, (4) product 

dynamism, (5) cost pressure, (6) product sophistication, (7) 

industry vulnerability, (8) exports, (9) demand instability, 

and (10) market share instability. 

In a second study Hambrick (1983b) then examined high and 

low profit strategies in two of the environmental types 

identified which he classified as disciplined capital goods 

makers and aggressive makers of complex and capital goods. 

He then conducted statistical analysis, using cluster 

analysis and multiple regression, to address five 

propositions concerning the pursuit of Porter's (1980) three 

generic strategic types in each environmental type. Analysis 

suggested five findings: (a) Porter's strategic types, or 

close variations of them, were well represented among the 

high profit clusters; (b) not all three generic types were
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found in each setting; (c) even when found in both settings, 

a generic strategy tended to have a different configuration 

in each setting; (d) market share leaders in the two 

industry types differed in their strategic tendencies; and, 

(e) high profit clusters in each industry type were 

different from low profit clusters. 

The above findings suggest that within an industry type, 

there are multiple avenues to high profitability but that 

the array of avenues differs, depending on the type of 

industry. Similarly, the findings suggest that there are 

some common low profit routes that also differ, depending on 

the type of industry.
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Discussion 

A Note on Strategic and Environmental Typologies 

One would be justified in questioning the legitimacy of 

developing a typology, be it a strategic or an environmental 

typology. To defend such an exercise one has to turn to the 

underlying function of a typology. 

The reliance on typologies in scientific inquiry rests on 

the premise that phenomenon of interest do not occur in 

infinite combinations, at least not with equal likelihood. 

Typologies are simply devices for achieving parsimony. A 

distinction between typologies and taxonomies is often made 

in the literature (McKelvey 1975). Usually, the main 

criteria for distinguishing between the two is the degree of 

empirical derivation. Typologies are often defined as being 

conceptually derived while taxonomies are often defined as 

being empirically derived (Sneath and Sokal 1973), but this 

definition is far from a universally accepted distinction. 

There are an abundance of typologies in existence in the 

organizational literature. As noted throughout this chapter 

for example, there are typologies of organizations (Blau and 

Scott 1962; Etzioni 1961), environments (Duncan 1972; Emery 

and Trist 1965), and strategies (Miles and Snow 1978; Miller 

and Freisen 1977, 1980). 

For the purposes of this study the term typology is used 

to refer to a classification scheme. A typology, as noted
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by Miller and Freisen (1977), allows the construction of 

gestalts. Each type within a typology represents a holistic 

package of attributes. Once identified, each type can be 

tested and extended by future researchers. Perhaps more 

importantly in the specific context of this study, a 

typology of environments will foster a contingency view of 

strategy that extends beyond a simplistic one-dimensional 

context (e.g., the product life cycle) or non-generalizable 

contexts (e.g., SIC codes). 

Determining which variables to include in the development 

of a typology is problematic, be it the development of 

either a strategic or an environmental typology. Whichever 

variables are chosen they should have strong theoretical 

underpinnings and be grounded in the literature. The 

literature on both environment and strategy is rich with 

variables that could potentially contribute to the 

development of a typology. In theory, there are so many 

variables that have been developed and proposed in the 

literature that one is able to meet a key guideline for all 

typological researchers - include as many "typing" 

dimensions as is possible so as to minimize the likelihood 

of masking important differences among the objects being 

typed (McKelvey 1975). In practice, however, the constraints 

associated with the completion of a Ph.D., or any research 

project for that matter, place limitations on the number of
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variables the researcher is able to feasibly include in the 

development of the typology. 

Since the focus of the proposed research is the 

development and testing of an environmental typology as 

opposed to the development of a strategic typology, the 

issue of which strategic variables to incorporate in the 

study is not problematic. By making use of an existing 

strategic typology, in this case the generic strategic 

typology postulated by Miles and Snow (1978), the vital 

strategic attributes to be measured are predetermined. 

The review of the literature conducted earlier in this 

chapter on the subject of environmental variables does offer 

some guidance in determining which variables to include in 

the proposed study. Research on the environment to date 

exhibits some degree of consensus around several 

environmental dimensions. These dimensions and the authors 

who have posited and/or tested for their existence are 

outlined in Table 10 below. As can be seen, there is general 

consensus in the literature around the three major 

environmental dimensions of (a) environmental complexity, 

(b) environmental dynamism, and (c) environmental 

munificence. 

It should be noted that all of the above dimensions are 

drawn from the organizational theory literature. This is not 

to say that there does not exist other fields which might
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offer potential insights and guidance. In industrial 

economics for example environmental dimensions include 

barriers to entry, product differentiation, concentration 

ratios, and many more. However, with limited exceptions 

(Harrigan, 1980; Porter, 1980), as noted by Hambrick (1983), 

these dimensions have been developed and applied to study 

public policy issues, not to aid in strategy formulation or 

implementation. An additional fruitful source of 

environmental dimensions, although less applicable to this 

study due to the context in which it is being conducted, is 

the Profit Impact of Market Strategies (PIMS) data base. 

Indeed, this was the source Hambrick (1983) used for his 

study of mature industrial-product environments. The field 

of organization theory has been chosen for guidance in this 

study because it represents many of the environmental 

dimensions which have been studied to date, both in industry 

in general and in the specific context of the hospitality 

industry.
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Table 10: Hypothesized Dimensions of Organizational Task 
Environments Grounded in the Literature 

  

Environmental Dimension Author(s) 

  

Dimension: 
Environmental Complexity 

Simple-complex 

Homogeneous ~heterogeneous 

Degree of Diversity 
Environmental Complexity 

Concentration-dispersion 
Routineness-nonroutiness 
Organized-unorganized 

Dimension: 
Environmental Dynamism 

Stable-shifting 

Static-Dynamic 

Environmental Variability 

Turbulence 

Dimension: 

Environmental Munificence 

Capacity 

Additional Dimensions 

Environmental Illiberality 

Direct-indirect rel'ship 
to organization 

Domain consensus-discon' 

Emery & Trist (1965); Duncan 
(1972); DeNoble & Olsen (1986); 
Thompson (1967); Aldrich 
(1979); Duncan (1972); 
Lawrence & Lorsch (1967) 
Child (1972); Jurkovich (1974); 
Slattery & Olsen (1984); 
DeNoble & Olsen (1986); 
Aldrich (1979); 
Jurkovich (1974); 
Jurkovich (1974); 

Thompson (1967); Aldrich 
(1979); 
Lawrence & Lorsch (1967); 
Duncan (1972); Dev (1988); 
Child (1972); Slattery & 
(1984); 
Aldrich (1979); 

Olsen 

Aldrich (1979); Boston 

Consulting Group (1977); 
General Electric Nine Cell 
Business Screen (1978); Hofer 
(1975); Hofer & Schendel 

(1978). 

Child (1972); Slattery & Olsen 
(1984); 
Jurkovich (1974); 

Aldrich (1979); 
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Relating the above three dimensions of environmental 

complexity, dynamism and munificence to the discussion in 

Chapter One concerning the potential existence of multiple 

environmental settings in the hospitality industry, it is 

possible to propose several such environmental settings. 

Moving forward on the assumption that the existence of each 

of the three identified environmental dimensions can be 

measured along a scale of high-low, there are a potential 

eight different environmental settings which could be 

identified. Table 11 below shows the various combinations of 

these dimensions.
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Table 11: Potential Environmental Settings Measured Along 
Three Environmental Dimensions. 

  

Environmental Dimensions 

  

  

Environmental Environmental Environmental 
Complexity Dynamism Munificence 

HIGH HIGH HIGH 

HIGH HIGH LOW 

HIGH LOW LOW 

LOW LOW LOW 

LOW HIGH HIGH 

LOW LOW HIGH 

HIGH LOW HIGH 

LOW HIGH LOW 
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In turn, it is also possible to propose certain 

relationships between each environmental setting and 

strategy type. Based on the notion discussed earlier of an 

environment-strategy coalignment, one can hypothesize 

certain combinations of strategic types and environments 

which achieve a better "match" than other combinations. 

Hypothesized "matches" are shown below in Table 12.
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Table 12: Hypothesized Matches Between Environmental Setting 
and Strategic Type 

  

Environmental Dimension Hypothesized 
Strategic Match 

  

  

Complexity Dynamism Munificence 

HIGH HIGH HIGH PROSPECTOR 

HIGH HIGH LOW PROS 'TOR/ANALYZER 

HIGH LOW LOW DEFENDER/ANALYZER 

LOW LOW LOW DEFENDER 

LOW LOW HIGH DEFENDER/ANALYZER 

LOW HIGH HIGH PROS 'TOR/ANALYZER 

HIGH LOW HIGH PROS 'TOR/ANALYZER 

LOW HIGH LOW DEFENDER/ANALYZER 
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Exploration of the above propositions would thus either 

lend support to, or refute, past research conducted in the 

context of the hospitality industry (Dev, 1988; West, 1987) 

which indicates that organizations that achieve a "match" or 

"fit" between strategy and environment perform at higher 

levels than those that do not.
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Summary 

This chapter has served to review the contemporary 

literature in the respective areas of business level 

strategy, environment, and organizational performance. 

A review of strategic typologies was presented with 

specific emphasis being given to Miles and Snow's (1978) 

four generic strategic types (Defender, Analyzer, 

Prospector, Reactor). 

The construct of environment was discussed with specific 

reference being given to work conducted to date on the 

development of environmental typologies in both the 

manufacturing and hospitality industries. 

The construct of performance was discussed and measures 

for its assessment were suggested which were literature 

based. 

The chapter concluded with a review of strategy- 

environment-performance studies and a brief discussion on 

the concept of strategic and environmental typologies and 

their potential use in the context of the hospitality 

industry. 

Additionally, propositions were made concerning potential 

environmental settings which may be identified in the 

context of the hospitality industry as well as potential 

"matches' between those environmental settings and strategic 

types.
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Introduction 

The preceding chapter served to outline the dominant area 

of research in terms of each of the variables under 

investigation, viz: business strategy, environment, and 

performance. The purpose of this chapter is to outline in 

further detail the methodology which will be used to 

empirically explore the nature of the relationships between 

the three variables. This chapter is structured into two 

main sections. The first section will deal with the 

operationalization of the variables under study while the 

second section will address the proposed research design. 

Included in the latter section will be a statement of 

propositions, a discussion of proposed sample selection 

techniques, a discussion of the data collection method, and 

a discussion of the proposed statistical analysis.
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Objectives of the Study 

The primary purpose of the study is to develop an 

environmental typology in the context of a mature service 

industry and to investigate the relationship, if any, 

between type of strategy, type of environment, and financial 

performance. From this general purpose the following 

objectives are derived: 

(1) to determine if there exists distinct environmental 

settings in which hospitality organizations operate; 

(2) to investigate the relationship between type of 

strategy employed by hospitality organizations at the 

business level and environmental setting; 

(3) to determine if there exists any significant 

differences in the level of financial performance of 

hospitality organizations grouped according to type of 

strategy; 

(4) to determine if there exists any significant 

difference in the level of financial performance of 

hospitality organizations grouped according to type of 

environment; and 

(5) to determine if there are significant differences in 

the level of financial performance of hospitality 

organizations that achieve a "fit" between their strategy 

and environment and those that do not.
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Operational Definitions: Key Variables 

In this study organizational performance has been 

selected as the dependent variable. Strategy and 

environmental type have been selected as the independent 

variables. 

(A) Generic Strategy 

Ginsberg (1984) states that there exists no universally 

accepted operational measure for the term strategy. Although 

strategic management researchers have shown a growing 

concern with operationalizing strategy in a manner that 

reflects its holistic and dynamic nature, researchers share 

no overall consensus regarding the measurement of strategy. 

Ginsberg attributes this general lack of consensus to the 

differences in research vocabulary underlying disciplines in 

the field of strategic management. 

Despite the lack of a universally accepted operational 

measure for the construct strategy, a review of the 

strategy-environment-performance literature indicates that 

most operationalizations of the strategy construct use 

multiple variables, the majority of which have been traced 

by the author to originate from either one of two sources. 

First, from either Hofer's (1975) seminal piece ona 

contingency theory of business strategy, or second, from the 

variables used in the PIMS (Profit Impact on Market
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Strategy) data base. There is consensus in the literature 

regarding the use of up to seven groups of strategic 

variables. These are (1) industry variables, (2) 

product-competition variables, (3) organizational and 

performance variables, (4) strategy making variables, (5) 

marketing variables, (6) R&D variables, and (7) 

production/efficiency/ investment variables (Miller and 

Friesen 1983; Woo and Cooper 1981; Anderson and Zeithaml 

1984; Thorelli and Burnett 1981). 

As stated earlier, this study will measure business 

strategy using Miles and Snow's (1978) typology of generic 

strategies which consists of defenders, analyzers, 

prospectors, and reactors. Operational measures of this 

typology have been developed and empirically tested by Snow 

and Hrebiniak (1980) in the context of the manufacturing 

industry, and by Schaffer (1986) and Dev (1988) in the 

context of the hospitality industry. Snow and Hrebiniak 

utilized four descriptive statements which described each of 

the four types of generic strategy postulated by in the 

Miles and Snow typology. Respondents were then asked to 

choose that description which best fit their perceived 

strategic direction. Schaffer (1986) developed twenty-six 

strategic characteristics which, when clustered together in 

certain combinations, represented the four generic 

strategies posited by Miles and Snow. Dev (1988) used a



130 

combination of the above two approaches in that he not only 

provided a description of each strategic type and asked 

respondents to self-type their organizations according to 

their perceived strategic direction, but he also used a 

modified version of the instrument developed by Schaffer 

(1986). 

This study will build on the work of both Schaffer (1986) 

and Dev (1988) and utilize a dual approach to the 

measurement of business strategy. 

The first attempt to measure strategy is a variation on 

the four descriptive statements used by Snow and Hrebiniak 

(1980) and Dev (1988). These researchers forced respondents 

to classify themselves into one of the four Miles and Snow 

strategic types (analyzer, prospector, defender, reactor). 

The inherent assumption in forcing respondents into one 

strategic type was that the pursuit of a specific strategy 

was mutually exclusive to the pursuit of any other strategy. 

However, a review of recent findings of studies testing the 

Miles and Snow typology indicates that organizations may 

indeed pursue more than one strategy simultaneously (Dev 

1988; Zahra 1987). In this study, respondents will be 

requested to allocate a total of 100 points based on the 

extent to which they perceive the described strategic types 

to be similar to their strategy in the 1988 fiscal year. In 

other words, the more similar the described strategic type
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to the strategy that was pursued by the respondents 

organization in the 1988 fiscal year, the higher the number 

of points allocated to that strategic type. The total number 

of points allocated to all four strategic types should add 

up to, but not exceed, 100. Thus it may be possible for 

example, for a respondent to allocate 85 points to the 

prospector type strategy while allocating 5 points each to 

the remaining three strategic types. 

The second attempt to measure strategy will make use of a 

structured questionnaire adapted from the instruments used 

by both Schaffer and Dev, and will require respondents to 

indicate the degree to which a number of strategic 

characteristics are related to their division's business 

strategy. 

Respondents will consist of the president/owner of the 

business or, in the case of larger corporations which are 

divisionalized, the vice-president. The term "business" is 

taken here to refer to an individual strategic business unit 

(SBU), e.g., Hampton Inns, Embassy Suites, Comfort Inns, 

Clarion Suites; etc.. 

It is generally accepted by researchers in the strategy 

field that the ideal method of studying strategy should be 

to adopt a longitudinal design as opposed to a 

cross-sectional research design (Snow and Hrebiniak 1980; 

Mintzberg 1978; Hambrick 1979; Miller 1982; Harrigan 1983).
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Despite the above realizaton however, there has only been 

one major study to date which has adopted a longitudinal 

approach to the study of strategy. The research in question 

was conducted by Miller (1982) and focused on tracking 

entrepreneurial strategy in an organization for a period of 

over forty-five years (1917-1974). 

With this exception, studies in the strategic management 

field have adopted cross-sectional designs. One reason for 

this may be due to the time and resource constraints 

associated with publishing research experienced by 

individual researchers in tenure-track faculty positions. A 

second reason my be the inherent difficulties associated 

with attempting to measure several constructs at different 

points in time, e.g., heavy reliance on respondent recall, 

the problem of measuring future performance levels, etc.. 

In the context of the hospitality industry all strategy 

related research studies, without exception, have adopted 

cross-sectional research designs (Schaffer 1986; West 1987; 

Dev 1988; Tse 1988). As a result of adopting a 

cross-sectional approach to the study of strategy, all of 

the above studies share one common weakness: they do not 

take into account the time lag inherent in the strategic 

decision process. 

Studies of strategy conducted in the context of the 

hospitality industry have centered around the study of
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either the strategy-environment-performance linkage (West 

1987; Dev 1989) or the strategy-structure-performance 

linkage (Schaffer 1986; Tse 1988). Unfortunately, they all 

share one major limitation. They all measure their 

respective constructs at one point in time. Dev for example, 

measured environmental uncertainty, strategy and performance 

at one singular point in time. The inherent assumption in 

such an exercise is that today's environmental uncertainty 

results in today's strategy which results in today's 

performance level. Such an assumption is shown in Figure 4 

below.
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| | | 

PAST PRESENT FUTURE 

Constructs Measured: 

Strategy 
Environment 
Structure 

Performance 

Figure 4: The Strategic Time Lag in Studies to Date
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Such an assumption is invalid due to the existence of a 

time lag between strategy implementation and resulting 

performance levels. The time lag means that the strategic 

process in practice actually occurs not in the singular 

dimension of the present, but in the three time dimensions 

of past, present and future. In other words, it is 

yesterday's environmental conditions which dictate today's 

strategy which dictates tomorrow's performance. This 

assumption is shown in Figure 5.
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Constructs measured: 
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Figure 5: The Strategic Time Lag in Practice



137 

There have been no studies to date which have attempted 

to empirically determine the length of the time lag in the 

strategic management process. However, the qualitative 

literature on strategy formulation and implementation 

suggests that the strategic decision making process, which 

is defined as the time from strategy formulation to strategy 

implementation, should, in general, take no longer than a 

year. In other words, if a strategy were formulated in mid 

to late 1988 as a result of environmental conditions in 

early 1988, it is suggested that the financial results of 

pursuing that strategy would not begin to appear until 1989. 

Based on this logic, it would ideally be desirable to 

conduct any study of strategy over a period of at least two 

years in order to account for the time lag inherent in the 

stategic process. Unfortunately, the time constraints 

associated with the completion of a Ph.D. degree do not 

allow for such a leisurely schedule. None the less, it is 

still posssible to go some way toward accounting for the 

time lag in the measurement of constructs. 

The three constructs being measured in this study 

(environment, strategy, and performance) will be measured at 

different points in time in an effort to take into account 

the notion of a strategic time lag. Environment will be 

measured for the fiscal year 1988. Respondents will be 

asked to recall the environmental conditions which existed
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in the fiscal year 1988 and which led to the formulation and 

implementation of their 1988 strategy. This approach is 

subject to all the inherent limitations of relying on 

respondent recall. However, since respondents are being 

asked to recall environmental conditions for a period of no 

longer than 12 months, and since the 1988 strategy which was 

pursued by the firm is presumably a result of these 

conditions, it is not considered unrealistic to request 

respondents to recall the environmental conditions which 

originally led to the formulation of their 1988 strategy. 

Performance will be measured for the current fiscal year 

(1989). It is suggested that the performance in 1989 is a 

result of strategies being pursued in the 1988 fiscal year. 

(B) Environment 

As noted in the literature review, variables to be 

included in the development of an environmental typology all 

have a solid theoretical grounding in the literature. 

Variables have been derived from several sources but have a 

theoretical foundation in, and linkage to, the environmental 

dimensions of (a) environmental complexity, (b) 

environmental dynamism, and (c) environmental munificence. 

Environmental complexity is defined as the heterogeneity 

and range of environmental activities (Child 1972). 

Environmental dynamism is defined as the amount of
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nonsystematic change in the environment (Bourgeois 1978). 

Environmental munificence is defined as the extent to which 

the environment can support sustained growth (Starbuck 

1976). 

For those variables that are theoretically grounded in 

the environmental dimensions of complexity, dynamism, and 

munificence, use will be made of a modified version of an 

instrument developed by Dess and Beard (1982). 

Dess and Beard defined each of the three environmental 

dimensions of complexity, dynamism and munificence in terms 

of five sub-dimensions which corresponded to Aldrich's 

(1979) definition of an organizations task environment. The 

use of Aldrich's dimensions is well justified because, as 

Shown in Table 10 of the previous chapter, Aldrich is the 

only author to define and operationalize the environment 

according to all the major dimensions identified in the 

environment literature by several additional authors. 

For each of Aldrich's five dimensions, Dess and Beard 

developed either four or five continuous scale measures. A 

total of 23 such measures were used, an average of 4.6 items 

for each of the five dimensions. Using inter-item analysis 

to assess the internal consistency among the multiple items 

used to measure each of the three dimensions (munificence, 

complexity, and dynamism) the authors eliminated six 

variables but retained seventeen for further analysis. The
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standardized alpha's for the scales corresponding to the 

three hypothesized factors (munificence, complexity, and 

dynamism) were .816, .657 and .610, respectively. 

Confirmatory factor analysis (principal-components analysis 

followed by varimax rotation) was then used for the purpose 

of hypothesizing the existence of particular patterns of 

relationships in the data (Dess and Beard 1982). Results 

indicated that all five a priori "munificence" variables 

loaded significantly on the munificence factor. These 

variables were all measures of industry growth. Five of the 

six a priori "complexity" variables loaded significantly on 

the complexity factor. Five of the six "dynamism" variables 

loaded significantly on the dynamism factor. 

The proposed research will utilize adapted versions of 

specific environmental variables developed and empirically 

tested by Dess and Beard to measure the three environmental 

dimensions of munificence, complexity, and dynamism. 

Adaptations are necessary since the original instrument was 

not developed to take into account the unique 

characteristics of the hospitality industry. 

Questions grounded in each of the above dimensions will be 

administered as part of the overall questionnaire and 

details on each variable are provided in the section on 

instrumentation and scaling later in this chapter.
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(C) Performance 
  

This study will concentrate purely on the economic 

performance of those organizations studied. As stated in 

Chapter Two however, the actual measurement of performance 

is problematic. 

Since the proposed research is being conducted in the 

context of both the lodging and restaurant industries, it is 

necessary to devise measures of performance that are 

applicable to each industry. 

Three measures of performance will be utilized to measure 

the financial performance of responding firms. These 

measures, by their very nature, will take into account the 

profitability/growth trade-off outlined in Chapter Two. The 

three measures are (a) average return on sales, (b) average 

return on assets, and (c) average growth in unit sales. Each 

of these measures of performance is defined as follows: 

Net Operating Income 
(before tax & interest) 

Return on Sales = 
  

Annual Sales 

Net Operating Income 
(before tax & interest) 

Return on Assets = 
  

Total Assets 

Total Annual Sales 

Growth in Unit Sales = 
  

Number of Units.
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These three measures are identical to the measures 

utilized by Schaffer (1986), West (1987), and Tse (1988).
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Operational Definitions: Control Variables 

(A) Structure 
  

The literature review conducted in Chapter Two revealed 

that the variable of structure could moderate the 

relationship between strategy, environment, and financial 

performance. 

A review of the literature on structure and performance 

conducted by Dalton, Todor, Spendolini and Porter (1980) 

concluded that there was sufficient evidence to suggest that 

structure affected performance. The conceptual link between 

strategy and structure is well documented (Chandler 1962; 

Stopford 1968; Channon 1973, 1975; Rumelt 1974; Grinyer and 

Yasai-Ardekani 1980). White and Hammermesh (1981) noted that 

it is through strategy that a firm interprets its 

environment and that strategy should guide the choice of 

organizational structure. 

Weber (1947) was the first person to mention the concept 

of structure in his ‘Ideal Model of Rational Bureaucracy". 

Since that time the definition of the term has been 

problematic. Olsen (1978) notes that there does not appear 

to be conclusive empirical evidence to permit an overall 

theory of organization structure. 

Bradley and Wilkie (1974) define structure as the 

established pattern of relationships among the component 

parts of an organization, while Chandler (1962) views
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organizational structure as the means through which 

organizational resources are employed to meet organizational 

objectives and the accomplishment of the organizational 

purpose. Miller (1987) defines structure as the enduring 

allocation of work roles and administrative mechanisms that 

allow organizations to conduct, coordinate, and control 

their work activities. 

The conceptualization of structure as multidimensional is 

generally well accepted (Weber 1947; Pugh et al. 1968; 

Hickson and Hinnings 1969; Child 1972; Reimann 1973; 

Holdaway, Newberry, Hickson and Heron 1975; Blackburn 1982). 

There appears to be some degree of consensus in the 

literature on the major structural variables. For example, 

Child (1974) notes that there seems to be some agreement 

emerging in that the three main elements in organizations 

are specialization, centralization and formalization. Ven de 

Ven (1976) also agrees that specialization, formalization, 

and centralization are the major dimensions of structure. 

Specialization is defined as the number of different 

occupational titles or different functional activities 

within an organization (Payne and Mansfield 1976; Pugh et 

al. 1968). Specialization will be measured using items which 

were validated by Tse (1988). 

Formalization refers to the extent to which appropriate 

behavior is described in writing, and is closely aligned
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with the concept of standardization which prescribes or 

limits behavior and procedures of members of the 

organization. Formalization refers to rules, regulations, 

policy and procedure (Olsen 1978). Formalization will be 

measured using selected items from the formalization scales 

of the Aston School (1968) which will measure the extent to 

which there exists such attributes as employee handbooks, 

policy manuals, job descriptions, and the extent to which 

they are used. 

Centralization most commonly refers to the locus of 

authority to make decisions in organizations (Aiken and Hage 

1968; Blau 1968; Hage 1965; Pugh et al. 1968; Ouchi 1977). 

In some cases span of control has been used as an 

operational definition of centralization (Blau and Scott 

1962; Lawrence and Lorsch 1967; Woodward 1965). 

Centralization will also be measured using adapted items 

from the Aston scales. 

(B) Segment 

As noted in Chapter One, different segments within the 

hospitality industry are hypothesized to operate under 

different environmental conditions. Examples were given of 

the economy and all-suite segments which, contrary to many 

other segments in the lodging industry, are experiencing 

phenomenal growth. Thus, it seems reasonable to hypothesize



146 

that environments differ according to the segment in which 

an organization operates. If one accepts the assumption that 

strategic orientations differ according to the nature and 

type of environmental conditions, and that the latter are 

in fact dependent upon market segment, then it becomes 

essential to control for the variable of market segment in 

any study. It may be, as pointed out by Dev (1988), that the 

environment in the case of the hospitality industry is more 

specific to the market than the industry to which the 

business belongs. 

There is additional justification for using industry 

segment as a control variable. In the manufacturing industry 

the environment faced by an organization is assumed to be 

industry specific. However, past research in the area of 

service industries indicates that the environment in service 

industries may not be industry specific but rather task 

specific; i.e., market segment specific (Miles and Snow 

1978; West 1987; Dev 1988). Thus focusing solely on an 

industry level as the unit of analysis would be insufficient 

in that it would ignore the tentative findings of previous 

research in the area of service industry environments. 

Respondents will be asked to self-type their organization 

into one of the following segments:



147 

    

Restaurant Industry Seqments Lodging Industry Segments 

Quick Service Budget 

Dinner House/Theme Mid-Scale 
Family/Coffee Shop Luxury 
Cafeteria Other 
Other 

Research Questions 

The study will be guided by the following research 

questions. 

(1) Is it possible to identify common types of environmental 

settings in the hospitality industry characterizing distinct 

operating environments? 

(2) Is Miles and Snow's (1978) model of generic strategy 

applicable in the hospitality industry? 

(3) Do strategies differ among high performing businesses? 

(4) Which strategies are associated with high performing 

businesses? 

(5) Do strategies differ among low performing businesses? 

(6) Which strategies are associated with low performing 

businesses? 

(7) Do strategies differ between high and low performing 

businesses? 

(8) What is the relationship between environmental type and 

strategy in high performing businesses? 

(9) What is the relationship between environmental type and 

strategy in low performing businesses?
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(10) What additional variables moderate the relationship 

between environment, strategy, and performance in 

hospitality businesses? 

(11) Is there a difference in the relationship between 

environmental type and strategy between low and high 

performing businesses? 

The two major research questions of this study are (a) is 

it possible to develop a medium-grain typology of 

hospitality settings, or environments, in which hospitality 

businesses operate?; and (b) are different strategies 

associated with high and low performance in different 

environmental settings. 

Since the major thrust of this research is theory 

development, it is neither possible nor methodologically 

correct to develop hypotheses to be tested. Moreover, the 

main statistical technique to be used in this research is 

cluster analysis and since cluster analysis is not, strictly 

speaking, a statistical test and the interpretation of 

clusters is impressionistic, it would be incorrect to set up 

hypotheses. Thus the following propositions are suggested 

and the research will seek to explore these propositions for 

the purpose of theory development.
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Propositions 

Based on the literature review and derived research 

questions the following propositions are suggested for 

exploratory research. 

Proposition One 

"Hospitality businesses, despite the fact that they all 

exist in an industry mature environment, will operate in 

several settings or environmental types." 

Proposition Two 
  

"Different environmental settings can be identified based on 

variables theoretically grounded in the environmental 

dimensions of complexity, dynamism, and munificence." 

To explore Propositions One and Two, the following steps 

will be taken. First, zero-order correlations between the 

listed environmental variables on the instrument will be 

examined to determine if there are indications of an 

underlying structure. If such an underlying structure exists 

the variables will be factor analyzed. One would expect 

there to be some degree of zero-order correlation between 

the environmental variables bearing in mind their strong 

theoretical foundations in the three environmental 

dimensions of complexity, dynamism, and munificence.
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An additional reason for factor analyzing the variables 

is a desire for parsimony. Eigenvalues and the percentage of 

communality accounted for by the number of factors will be 

examined to aid in determination of the actual number of 

environmental dimensions which may exist in the data. 

The third step consists of using cluster analysis to 

identify densely populated regions within the n-dimensional 

space ("n" here refers to the number of environmental 

dimensions deemed to exist in the data from the preceding 

factor analysis). Cluster analysis is simply a set of 

techniques which allow the researcher to systematically 

identify similar objects, in this case business 

environments (Frank and Green 1968; Morrison 1967). As noted 

in the introduction, the researcher has a problem of 

deciding how many clusters provide the most meaningful 

portrayal of the data. The criterion to be used here will be 

the lowest mean squared error of the clusters that 

represents an optimum solution. In other words, the 

reduction in the mean squared error will have to be 

pronounced to warrant the development of additional clusters 

beyond "n". Lehmann (1979) provides a guideline for the 

number of clusters one can expect from a data set. He states 

that there is generally no way to get more than n/30 to n/50 

(here "n" represents sample size) reliable clusters from the 

data. The latter rule will provide a useful benchmark once
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the analysis is conducted. The trade off between parsimony 

and detail will ultimately depend on the researchers value 

judgment however. 

The fourth step takes into account the fact that tight 

specific boundaries for each of the environmental types 

identified cannot be meaningfully established directly from 

the cluster output since the latter may have ‘'outliers' that 

protract its absolute boundaries. Essentially, boundaries 

need to be established that are mutually exclusive in order 

that no business can be categorized in more than one type of 

environment. The establishment of boundaries is determined 

by calculating the mean for an environmental dimension for 

all businesses in the study and then comparing the mean 

score of the cluster in question along that environmental 

dimension. If there is a significant difference between a 

cluster's membership mean score on an environmental 

dimension and the mean for all businesses in the study, then 

a boundary can be set. 

Unfortunately, one of the inherent drawbacks of 

developing relatively tight definitional boundaries is that 

the n-environmental type may encompass less than 100 percent 

of all observations. The benefit however is that each 

environmental type consists of a more homogeneous set of 

observations than does the initial cluster identified in 

step three above.
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Proposition Three 

"The primary strategies pursued by high-performers among 

different environmental types will closely resemble Miles 

and Snow's (1978) four generic strategic types of defenders, 

analyzers, prospectors and reactors, and will differ from 

the primary strategies pursued by low-performers among 

different environmental types." 

The object of Proposition Three is to determine whether 

in fact Miles and Snow's strategic typology encompasses the 

array of high profit configurations found among different 

environmental types. 

In order to explore Proposition Three, the responding 

firms will be grouped according to the criteria utilized in 

previous studies investigating performance in the 

hospitality industry (Tse 1988; VanDyke 1985; Schaffer 

1986). High performing firms will be represented by the 

seventy-fifth (75th) percentile and above of the sample 

financial measures, while the low performers will be 

represented by the twenty-fifth (25th) percentile and below. 

Cluster analysis will be used to explore recurring 

combinations of strategic attributes among high performers 

in each environmental type.
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Proposition Four 
  

"Even though all four of Miles and Snow's (1978) generic 

strategic types may be found among the environmental 

settings, not all four types will be found within each 

setting." 

The object is to determine whether characteristics of the 

environment limit the range of maximally feasible 

strategies, such that it is simply not accurate to say that 

all generic strategies are equally viable within an 

industry. 

Proposition Five 

"Even when found in different environmental settings, a 

generic strategy will tend to have a different configuration 

in each environmental setting." 

The objective here is to be able to trace any differences 

in strategic configuration to different environmental 

characteristics. Cluster analysis will be used here.
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Research Design 

(A) Research Choices 

The researcher should always bear in mind that there is 

no one best way to conduct research, but rather all research 

can be viewed as a series of interlocking choices, in which 

one tries simultaneously to maximize several conflicting 

desiderata (McGrath 1982). 

This study will adopt a cross-sectional, as opposed to 

the longitudinal, approach to address the issues under 

consideration. While the constraints of such an approach are 

fully realized by the author and have been outlined 

extensively elsewhere (Harrigan 1983; Hambrick 1979), time 

and resource constraints associated with the completion of a 

Ph.D. degree generally do not permit the use of fine grained 

longitudinal case study-type approaches. Thus a field survey 

will be used to collect the necessary data. Yu and Cooper 

(1983) and Hambrick (1979), note that any questionnaire 

based research is subject to numerous limitations such as 

non-response, answers to questions that are not 

representative of actual behavior, and an inability to probe 

beyond the respondent's answers in order to understand 

rationales, processes, and other dimensions of managerial 

activity.
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(B) Sample Selection 

In order to address the research questions outlined 

earlier, it is not feasible due to financial and time 

constraints to select a target population which is 

representative of the entire population of units in the 

United States hospitality industry. Tse (1987) for example, 

in her study of the restaurant industry states that "..the 

size and diversity of the restaurant industry, with 
Neneesegiesionenennin 

ownership from small single proprietorships to strategic 

business units of conglomerates, makes it virtually 

impossible to randomly sample" (p.64). Dev (1988) adopts a 

similar stance in his study of the lodging industry and 

states that the industry is so heterogeneous that a sample 

cannot realistically "..purport to be representative of the 

entire (Dev's emphasis) population of lodging units in the 

country". 

Consequently, the sampling frame of this study will 

consist of (a) The American Hotel and Motel Association's 

Directory of Hotel and Motel Systems 1989 which will be 

used to identify lodging organizations to be used in the 

study, and (b) The 1989 Food Service Operators Guide which 

will be used to identify restaurant organizations to be used 

in the study.
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(C) Sample Size 

Both the size and diversity of organizations in the 

lodging and restaurant industries make it financially and 

practically unwise to attempt to obtain a true random 

sample. To the authors knowledge, there is no listing of all 

members of these industries. Consequently, sample selection 

is non random due to these extraneous constraints. 

The statistical techniques that are being used in this 

study dictate to some degree the size of the sample 

required. Cluster analysis for example is usually considered 

as being unable to fall into distinct clusters beyond n/30 

to n/50. In other words, if a sample of 100 were used and 

assuming a response rate of 100 percent were obtained, it 

would only be methodologically correct to anticipate 

approximately 4 to 2 clusters to fall from the data (Lehmann 

1979). Additionally, the use of factor analysis usually 

requires six to eight times as a minimal ratio of subjects 

to variables. As can be seen in the following section, the 

number of items for strategy characteristics is 23 while the 

number of items for environmental characteristics is 19. 

This means that approximately 140-180 responses will be 

required. 

Past studies conducted in the context of the hospitality 

industry have achieved response rates ranging from 10.5 

percent (Dev 1988) to 30.7 percent (West 1987; Tse 1988).
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Bearing this fact in mind and using a conservative estimate, 

the total sampling frame should be in the 3000-4000 range. 

From the responses, a representative sample of 

approximately 50 organizations will be used for future 

research in an effort to conduct some on-going longitudinal 

research in the area of hospitality strategic management. 

This process of tracking the selected 50 organizations over 

several years will contribute significantly more to the 

literature on strategy in the hospitality industry than 

would a simple cross-sectional study. To the best of the 

authors knowledge, there are no studies currently being 

conducted in the hospitality industry which have attempted 

to adopt this longitudinal approach. 

Data Collection Method 

As stated earlier, the primary method of data collection 

for this study will by means of a questionnaire. The 

questionnaire will be mailed to the Chief Executive Officer 

of each strategic business unit in the sample with an 

additional questionnaire and a request in the context of a 

cover letter, to distribute this to a member of his/her top 

management team. 

The cover letter will describe the nature of the 

research, a request for cooperation, and an outline of 

benefits to their organization (which will include a summary
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of the study results). 

In addition, use will be made of Dillman's (1978) "Total 

Design Method" in an effort to increase the response rate. 

Once the instrument has been pre-tested a time table will be 

followed. One week after the two questionnaires have been 

mailed to the Chief Executive Officer, a reminder postcard 

will be sent which will be followed by a re-mailing of the 

entire package to those organizations that have not 

responded three weeks after the initial mailing. This will 

in turn be followed by a reminder postcard one week after 

mailing. If the response rate still remains unacceptably 

low, an attempt will be made to contact the appropriate 

individuals by telephone.



159 

Instrumentation and Scaling 

The Questionnaire 

Several important issues were taken into account in the 

design of the questionnaire. Some of the issues given 

consideration include question format, question order, 

questionnaire layout, question ambiguity, and questionnaire 

length. 

Two sets of coded surveys (one for restaurant 

organizations and one for lodging organizations) will be 

developed and will be pre-tested. Since use is being made of 

existing items (Schaffer 1986; Dev 1988; Dess and Beard 

1982) which have already been validated, attention will be 

specifically directed to ensuring the validity and 

reliability of any additional items that are added to the 

final version of the questionnaire. 

The purpose of each individual question making up the 

questionnaire will now be discussed in detail. 

(A) General Firm Information 

Question 1 

Please state your title 
  

The purpose of this question is to ensure, as far as is 

feasibly possible, that the appropriate individual is 

completing the questionnaire, i.e., either the CEO/President 

or a member of the top management team.
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Question 2 

Please indicate below the segment that most closely 
describes the segment in which your firm operates. If your 
firm operates in multiple segments, please refer only to the 
dominant segment here. "Dominant" is defined as the segment 
that constitutes the greatest percentage of sales. Please 
indicate below the approximate percentage of total firm 
sales derived from each segment. 

% of Sales 

Fast Food 

Dinner House/Theme 
Family/Coffee Shop 
Cafeteria 

Other (Please Specify) 

For lodging firms in the sample the segment choice will 

read as follows: 

Budget 
Mid-Scale 

Luxury 
Other (e.g., Convention) 

The purpose of this question is to gather information on 

the control variable of market segment since it was 

suggested earlier that the type of environment experienced 

by an organization may be a function of the segment in which 

it operates.
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Question 3 

Please indicate the one category that best describes the 
operating arrangement and affiliation (chain or franchisor) 
of your firm for the 1988 fiscal year. 

  

  

  

  

Operating Arrangement Affiliation 

a) Chain Owned and Managed 
Chain Leased and Managed 

Cc 
  

Franchised 
Independently Owned 
and Managed 

(£) Independently Leased 
and Managed 

  

(a) 
(bD) 
(c) Chain Managed 

(d) 
(e) 

  

  

Question 3 is designed to allow the researcher to 

determine the representativeness of the final responses to 

the questionnaire in terms of operating arrangement and 

affiliation. It will also allow useful insights into the 

nature of the environment and strategic orientation of 

organizations with different operating arrangements and 

affiliations should any relationship exist. 

Question 4 

Please state the number of units in your firm at the end 
of the following fiscal years. 

Year Number of Units 

1989 

1988 
1987 

This question is linked with questions 18 and 19 and will
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enable the determination of the performance measure average 

growth in unit sales. It was decided to use three separate 

questions to determine this performance measure rather than 

require respondents to calculate the figure themselves which 

may have resulted in a lower response rate to this 

particular question. 

(B) Business Strategy 

The purpose of this set of questions is to determine the 

strategy type of the organization being studied. Question 5 

is a check list of 23 strategic variables derived from the 

Miles and Snow (1978) typology and from previous works which 

have tested the typology (Snow and Hrebiniak 1980; Schaffer 

1986; Dev 1988). These 23 variables are the key attributes 

of Miles and Snow's (1978) generic strategies of defenders, 

analyzers, prospectors, and reactors. A six point interval 

type scale is used with values ranging from "1 = not at all 

important to 1988 overall strategy" and "6 = extremely 

important to 1988 overall strategy". 

Question 5 

Please indicate the extent to which you consider the 
following competitive methods were less or more important to 
your firm's overall strategy during the 1988 fiscal year. 
Please use a scale of 1 = Not at all Important to 1988 

Overall Strategy and 6 = Extremely Important to 1988 Overall 
Strategy. Please circle one choice for each item across.
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The 23 strategic variables listed in the questionnaire 

are shown in Table 13.
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Table 13: 23 Strategic Variables Listed in the Questionnaire 

  

+ 
+ 

€ 
F
F
 

HF 
HF 

HF 
+ 

+
e
 

+ 
e
H
 

+ 
F
F
 

F
H
 

Focusing on specific markets/segments 
Cost control 
Training and development 
Building reputation of business in local communities 
Monitoring guest satisfaction 
Providing high service level 
Controlling quality 
Responding to changing market conditions before 
competitors 
New product/service development 
Maintaining low inventories of food, beverages, and 
operating supplies 
Providing a variety of goods and services 
Being price competitive 
Testing new marketing ideas and methods 
Serving a variety of markets/segments 
Controlling material/supply sources 
Using loans to finance projects 
Catering to the specific demands of individual 
customers 
Introducing innovative service methods 
Maintaining operational efficiency 
Searching for new markets/opportunities 
Keeping track of competition 
Regular renovation/refurbishment 
Conducting consumer research 
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Question 6 

Please list any competitive methods which were not 
included in Question 5 but which you feel are important to 
your firm's overall strategy during the 1988 fiscal year. 

The purpose of this question is to take into account any 

additional strategic variables which may not be listed in 

Question 5 and which have a significant impact on the 

organization's overall strategy. if any additional variables 

are listed under this question they will be compared with 

the 23 strategic variables already listed in order to see if 

they (the additional variables) have in fact been taken into 

account. If the variables listed under this question have 

not indeed been captured by Question 5, they will be 

incorporated into the analysis. 

Question 7 

Organizations are often described in general terms 
reflecting the way they do business. Described below are 
four general types of business strategy. Please indicate 
which of the types of business strategy listed below best 
describes your firm during the 1988 fiscal year. Out of a 
total of 100 points please distribute those points according 
to the extent to which the descriptions below accurately 
describe your firm in 1988. For example, a completed answer 
may appear as follows:
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# of points allocated 
according to similarity of 

firm in 1988 Business Type 

60 Type 1 
20 Type 2 
10 Type 3 
10 Type 4 

100 

Type 1. This type of firm attempts to maintain a 
stable and limited line of services, while at the same time 
moving out quickly to follow a carefully selected set of the 
more promising new developments in the market. The business 
is seldom "first-in" with new facilities or services. 
However, by carefully monitoring the actions of competitors 
in areas compatible with its stable customer/service base, 
the firm can frequently be "second-in" with a more cost 
efficient facility or service. 

  

Type 2. This type of firm typically serves a broad 
customer/market base that undergoes periodic reevaluations. 
The business values being "first-in" in offering new 
facilities/ services, even if not all these efforts prove to 
be highly profitable. The firm responds rapidly to early 
signals concerning areas of opportunity, and these responses 
often lead to a new round of competitive actions. However, 
this type of firm may not maintain strength in all of the 

market segments it serves. 

  

Type 3. This type of firm is usually more risk 
averse and less aggressive than its competitors. The firm is 
likely to respond more in those areas that it is forced to 
by pressure from customers, suppliers, competitors, or 
government regulation. Generally, this type of firm does not 
appear to have a consistent customer base/market 
orientation. 

Type 4. This type of firm attempts to maintain a 
secure niche ina relatively stable customer market segment. 
The business tends to offer a more limited range of services 
than its competitors, and it tries to protect its position 

by offering quality at the best price. Often this type of 
firm is not at the forefront of developments in the market; 
it tends to ignore market changes that have no direct 

1
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influence on current areas of operation and concentrates 
instead on doing the best job possible in a limited market 
segment. 

Question 7 is an attempt to classify firms into one of 

four of the generic strategic types proposed by Miles and 

Snow (1978). The purpose of Question 7 is similar to that of 

Question 5 in that it is an attempt to cross-validate the 

strategy type constructs used. Multiple measures of strategy 

are necessary and methodologically astute for a study of 

this nature. 

(C) Environment 

The purpose of the set of questions 8 through 12 is to 

determine the characteristics of the perceived environment 

in which the responding organization operates. The 19 

environmental variables listed in Table 14 are literature 

based and have strong theoretical groundings in the 

environmental constructs of munificence (Aldrich 1979; Hofer 

and Schendel 1978; Hofer 1975; Boston Consulting Group 1977; 

General Electric Nine Cell Business Screen 1978), dynamism 

(Thompson 1967; Aldrich 1979; Lawrence and Lorsch 1967; 

Duncan 1972; Child 1972), and complexity (Emery and fTrist 

1965; Jurkovich 1974; Duncan 1972; Aldrich 1972; Child 

1972).
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The environmental variables in question 8 are 

theoretically grounded in the concept of environmental 

munificence; the variables in question 9 in the concept of 

environmental dynamism (stability-instability); and the 

variables in question 10 in the concept of environmental 

complexity (concentration-dispersion). Question 11 is 

theoretically grounded in the concept of environental 

dynamism (turbulence). Question 12 has three items all 

grounded in complexity (homogeneity-heterogeneity).
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Table 14: Environmental Variables 

  

MUNIFICENCE 
* 

* 

* 

Growth in sales 

Growth in number of units 

Growth in number of employees 

DYNAMISM 
~ STABILITY-INSTABILITY 

* 

* 

* 

* 

* 

The availability of employees 
Prices charged by suppliers of food, 
beverages or operating supplies 
Laws affecting your business 
Strategies adopted by competitors 
Customers' demand for your goods and 
services 
The availability of credit from financial 
institutions 

~ TURBULENCE 
* Percent of annual sales from new products 

COMPLEXITY 
- CONCENTRATION-DISPERSION 

* 

* 

* 

Geographical concentration/dispersion 
of suppliers 
Geographical concentration/dispersion of 
operating units 
Geographical concentration/dispersion of 
labor pool 

Geographical concentration/dispersion of 
customers 
Geographical concentration/dispersion of 
sales 
Geographical concentration/dispersion of 
competitors 

- HOMOGENEITY-HETEROGENEITY 
* 

* 

* 

Level of product customization 
Level of product/market specialization 
Level of value added 
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Question 8 

Please indicate below the average rate of growth for each 
of the listed variables for your firm during the 1988 fiscal 
year. Please use the following scale: 

1 
2 Wo

n less than or equal to 3.99 % 
greater than or equal to 4 % but less than or equal to 
7.99 % 3 = greater than or equal to 8 % but less than or 
equal to 11.99% 

= greater than or equal to 12 % but less than or equal to 
15.99% 
greater than or equal to 16 % but less than or equal to 
19.99% 
greater than or equal to 20 % 

Average Rate of Growth for 1988 

  

Low High 

(a) Sales 1 
(b) Number of Units 1 2 3 4 5 6 
(c) Number of Employees 1
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Question 9 

Please indicate the degree of volatility your firm 
experienced as a whole in each of the following areas for 
the 1988 fiscal year. Please use the scale 1 = not at all 
volatile (i.e., unchanging or steady) and 6 = extremely 
volatile (i.e., changing or unsteady). 

  

Degree of Volatility in 1988 

  

Not at all Extremely 
Volatile Volatile 

(a) Prices charged by suppliers 1 2 3 4 5 6 
of food, beverage or 
operating supplies 

(b) The availability of employees 1 2 3 4 5 6 

(c) Strategies adopted by 1 2 3 4 5 6 
competitors 

(d) Laws affecting your business 1 2 3 4 5 6 

(e) The availability of credit from 1 2 3 4 5 6 
financial institutions
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Question 10 

Please indicate below the level of geographic 
concentration/ dispersion of the listed variables. Please 
use a scale of 1 = very concentrated (i.e., local) and 6 
very dispersed (i.e., national). 

Level of Geographic 
Concentration/Dispersion for 1988 

  

Very Very 
Concentrated Dispersed 

(a) Suppliers 1 2 3 4 5 6 

(b) Labor Pool 1 2 3 4 5 6 

(c) Customers 1 2 3 4 5 6 

(d) Sales 1 2 3 4 5 6 

(e) Competitors 1 2 3 4 5 6 

(£) Location of operating 1 2 3 4 5 6 
units
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Question 11 

Please indicate below the average percent of sales that came 
from new products for the 1988 fiscal year. A new product is 
defined as any product that was introduced to your firm's 
product line during the 1988 fiscal year and may range from 
the introduction of a new operating concept (e.g., a new 
lodging concept) to a significant addition to an existing 
concept (e.g., th introduction of extended-stay all~suites 
to an existing all-suite product line). 

(a) less than or equal to 1.99 % 
(b) greater than or equal to 2 % but less than or 

equal to 3.99 $% 
(c) greater than or equal to 4 % but less than or 

equal to 5.99 % 
(d) greater than or equal to 6 %@ but less than or 

equal to 7.99 % 
(e) greater than or equal to 8 % but less than or 

equal to 9.99 % 
(f) greater than 10 % (Please specify $) 

Question 12 

Please indicate below the extent to which your firm 
emphasized the following tactics during the 1988 fiscal 
year. Please use a scale of 1 = did not emphasize at all and 
6 = emphasized extensively. 

Level of Use in 1988 

  

Did Not Emphasized 
Emphasize At All Extensively 

(a) Product/Market Specialization 1 2 3 4 5 6 

(b) Product Customization 1 2 3 4 5 6 

(c) Value/Added 1 2 3 4 5 6
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Questions 13-15. 

Questions 13-15 owe their development and origin to the 

work of Tse (1988) in her study of the relationship between 

organizational structure, business strategy, and 

performance. All three questions are designed to tap the 

construct of structure which is a control variable for this 

study. 

Question 13 is designed to tap the structural dimension 

of specialization. Question 14 is designed to tap the 

structural dimension of centralization. Question 15 is 

designed to tap the structural dimension of formalization. 

Question 13 

Please indicate below which of the following activities were 
the responsibility of at least one full time individual 
during the 1988 fiscal year. 
  

Administrative Procedures (statistics, information 
systems, etc..) 
Financial Resource Management 
Inventory Control 
Legal and Insurance Requirements 
Operations 
Public Relations, Advertising or Promotion 
Personnel Hiring and Training 
Purchasing Control 
Quality Control 
Research and Development
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Question 14 

Please indicate below the lowest level in your firm with the 
authority to make the following decisions during the 1988 
fiscal year. Please utilize the following scale. 

1 = if the level is above president/CEO (i.e., Board of 
Directors) 

2 = if the level is CEO or President 
3 = if the level is a functional manager (e.g., V.P. 

Marketing, V.P. Finance, etc..) 

4 = if the level is a multi-unit manager (e.g., Regional/ 
District Manager) 

5 = if the level is a unit manager (e.g., General Manager) 
6 = if the level is a sub-unit manager (e.g., Assistant 

Manager ) 

Decisions Concerning Level 

    

(a) The number of unit production 1 2 3 4 5 6 
workers required 

(b) Amount of overtime to be 1 2 3 4 5 6 
at units 

(c) Hiring and firing of employees 1 2 3 4 5 6 

(d) Marketing expenditures 1 2 3 4 5 6 

(e) Expansion into new markets 1 2 3 4 5 6 

(f) New advertising and promotion 1 2 3 4 5 6 
programs 

(g) Allocation of resources 1 2 3 4 5 6 

(human, financial, etc..)
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Please indicate below whether the following documents are 
used in your firm by the listed individuals during the 1988 
fiscal year. 

(A) Employee handbooks, training manuals, policies and 
procedures manuals, etc., are given to: 

(a) 
(b) 
(Cc) _ 
(d) 

No employees 
Only a few employees 
Many employees 
All employees 

(B) Written job descriptions have been developed for: 

(a) 
(by) 
(Cc) 
(d) 
(e) 
(f) 
(9) 

No employees 
Direct production employees only 
clerical employees 
Unit managers and supervisors 
Multi-unit managers 
Corporate functional managers 
CEO
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(D) Performance 1989 

Questions 16 through 19 are designed to provide the 

necessary information to enable calculation of the measures 

of performance discussed earlier. Question 16 is designed to 

estimate average return on sales for the 1989 fiscal year, 

while quesion 17 is designed to estimate average return on 

assets for the 1989 fiscal year. 

Questions 18 and 19 measure total unit sales for the 1989 

and 1988 years respectively. Average growth in unit sales 

can then be calculated from these figures. 

Question 16 

Please indicate below your estimate of the average return on 
sales for your firm for the last fiscal year; i.e., 1989. 

Average return on sales is defined as net operaing income 
before tax and interest divided by sales. 

-8 @ -6 -4 -2 0 2 4 6 8 10 12 14 16 18 20 % 

If less than -8 % or greater than 20 % please indicate 

percentage 

Question 17 

Please indicate beloew your estiamte of the average return 
on assets for your firm for the last fiscal year; i.e., 
1989. Average return on assets is defined as net operating 
income before tax and interest divided by assets. 
  

-8 @ -6 -4 -2 0 2 4 6 8 10 12 14 #16 18 20 % 

If less than -8 % or greater than 20 % please indicate 
percentage
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Quesion 18 

Please state total unit sales in 1989 $ 

Question 19 

Please state total unit sales in 1988 $ 
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Validity and Reliability Issues 

The development of a typology of any nature requires 

attention to be paid to the issues of validity and 

reliability. Validity is defined as the degree to which the 

researcher measures what he/she purports to measure 

(Rosenthal and Rosnow 1984). Churchill (1979) states that a 

measure is valid when the differences in the observed scores 

reflect the true differences in the construct that one is 

attempting to measure. Peter (1979) states "Valid 

measurement is the sine qua non of science". Reliability is 

defined as the degree to which the measurements taken are 

consistent or stable over time (Rosenthal and Rosnow 1984). 

A measure is reliable to the extent that other independent, 

but comparable, measures of the same construct produce the 

same result (Peter 1979). Validity is a prerequisite for 

reliability whereas reliability is necessary but no 

sufficient for validity. 

In testing the validity of an instrument the researcher 

is interested specifically in the notion of construct 

validity. A measure of construct validity is internal 

consistency reliability. Internal consistency of the 

environment section of the instrument will be measured using 

Cronbach's Alpha method. Since the proposed research is 

exploratory in the true sense of the word, the coefficient 

alpha should be .60 or higher (Nunnally 1978). An additional
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measure of construct validity to be used will be a 

multitrait-multimethod matrix. This approach to assessing 

construct validity has been used successfully in past 

studies (Campbell and Fiske 1959; Churchill 1979; Fahr, 

Hoffman and Hegarty 1984). 

For the strategy characteristics section of the 

instrument, construct validity will be measured using 

confirmatory factor analysis. Factor analysis will aid in 

the determination of whether or not there are in fact four 

main factors (defenders, analyzers, prospectors, reactors) 

on which the 23 strategic variables will load. 

For performance the validity and reliability will be 

assessed in terms of face and content validity.
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Summary 

The purpose of this chapter has been to operationalize 

the key variables under investigation (strategy, 

environment, performance) and to outline a proposed research 

design. 

The construct of business level strategy was 

operationalized using existing indicators of Miles and 

Snow's (1978) four generic strategic types. Items were 

derived from the instruments used by Schaffer (1986) and Dev 

(1988) which had previously been validated. Nevertheless, 

the items will of course be re-validated in the context of 

this study through a pre-test. Such re-validation is a 

pre-requisite of sound methodological research (McGrath, 

Martin, and Kudla 1982). 

The construct of environment was operationalized using 

variables that were strongly grounded in the literature 

along the three environmental dimensions of complexity, 

dynamism, and munificence. 

The construct of performance was operationalized using 

the three measures of average growth in unit sales, average 

return on sales, and average return on assets. 

The control variable of structure was operationalized 

using the listed structural dimensions of centralization, 

formalization, and complexity. The additional control 

variable of segment was operationalized according to
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accepted and common categories used throughout the 

hospitality industry. 

The purpose of the study and its objectives were outlined 

with several research questions. The latter questions led to 

the evolution of several propositions. It was argued that 

because this research is exploratory in nature, and because 

the main statistical technique being used (cluster analysis) 

is not a statistical test in the literal sense of the word, 

it would be both inappropriate and methodologically 

incorrect to set up hypotheses for testing. Thus 

propositions were evolved for further exploration. 

Finally, the proposed research design was discussed in 

terms of data sources, sample selection, data collection 

method, and the related issues of validity and reliability.



CHAPTER 4 

RESEARCH RESULTS 
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Introduction 

The purpose of this chapter is to present the results of 

the data collected using the methodology outlined in chapter 

three. Descriptive statistics on response rate are 

presented. This is followed by a discussion of the 

reliability and validity of the survey instrument. 

Descriptive statistics of participating firms are then 

outlined. These statistics include information on type of 

respondent, size of responding firms, operating arrangements 

of responding firms, and market segment in which responding 

firms operate. In addition, there is a discussion of the 

descriptive statistics of the three main variables under 

study, viz, environment, strategy, and financial 

performance. The results of the statistical analysis 

performed to explore the five propositions outlined in the 

previous chapter are then detailed and discussed. Finally, a 

summary of the results is given.
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Pretesting 

The survey instrument was pretested by sending the 

instrument to ten (10) participating firms which were 

representative of the sample to be used in the study. Two 

questionnaires were mailed to each CEO/President with a 

request that a questionnaire be completed and constructively 

criticized by the CEO/President him/herself and the other be 

completed and constructively criticized by a member of the 

top management team (e.g., V.P. Marketing, V.P. Finance, 

etc.). 

Sixteen (16) questionnaires were returned. This is a 

response rate of 80 per cent. In addition, attempts were 

made to contact those individuals who had not responded. Two 

of these individuals were contacted by telephone and were 

willing to each spend over twenty minutes of their time 

discussing the structure, content, and clarity of the 

questionnaire. The pretest resulted in some minor changes 

being made to the final version of the instrument to be used 

in the study. These changes were largely grammatical 

in nature as can be seen from comparing the instrument used 

in the pretest (see Appendix 1) and the final version of the 

instrument used in the study (see Appendix 2).
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Sample and Response Rate 

As stated in the previous chapter, due to the diverse 

nature of the hospitality industry, it is simply not 

financially feasible or wise from a time perspective to 

select a target population which is representative of the 

entire population of units in the United States hospitality 

industry (Tse 1987; Dev 1988). For the purposes of this 

study a random sample of firms was taken from two 

publications. These were (a) the American Hotel and Motel 

Association's Directory of Members, and (b) The Food Service 

Operator's Guide. The former has a listing of over 800 

lodging firms, while the latter contains a listing of over 

3000 food service operators. 

An initial bulk mailing of 2364 surveys was sent to 600 

lodging firms and 582 restaurant firms (a total of 1182 

firms). This resulted in a response rate of 21 surveys or 

0.88 per cent. Of these 21 surveys, 8 came from restaurant 

firms, and the remaining 13 came from lodging firms. 

Due to the initially low response rate a second cover 

letter was composed with several changes (see Appendix 2). 

First, Virginia Polytechnic Institute and State University 

letter head was used thus clearly indicating that the study 

was being conducted by a not-for-profit organization and was 

academic research. Second, the cover letter clearly 

indicated that the author was a doctoral student and that
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the attached questionnaire was part of his doctoral 

dissertation requirements for graduation. Third, the 

questionnaire was sent using first class postage. Finally, a 

quarter (25 cents) was scotch-taped onto a random 100 cover 

letters along with a pre-stamped envelope with a return 

address on it. The purpose of this was to try and create 

some degree of obligation on the part of the person 

completing the questionnaire to return it. Scotch-taping a 

quarter to 100 cover letters was largely influenced, not by 

any sampling requirement, but by financial constraints. 

Financial constraints associated with sending the surveys 

first class mail also necessitated a smaller sample than the 

initially sample of over 2000 which was targeted. In this 

sample, 800 CEO's/President's were randomly selected and 

sent a questionnaire, 400 to lodging CEO/Presidents and 400 

to restaurant CEO/Presidents. Due to financial constraints 

it was decided not to send two questionnaires to each firm 

but rather to send a single questionnaire to be completed by 

the CEO/President or Divisional Vice President. Given the 

changes outlined, this resulted in a response rate of 15.62 

per cent or 125 surveys. Lodging firms accounted for 17 of 

these surveys, a response rate of 4.25 per cent, and 

restaurant firms accounted for 109 of the surveys, a 

response rate of 27.25 percent. Twenty six (26) of the 800 

surveys mailed were either (a) non-usable due to incomplete
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financial information or (b) returned to sender due to 

incorrect address labels and/or due to the business in 

question no longer being in existence. Table 15 summarizes 

the number of responses for the first and second attempts.
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Table 15: Response Rate Statistics 

  

Total Number of Actual Survey Incomplete or 
Surveys Mailed Responses Undelivered Surveys 

  

First Attempt: 
  

(a) Lodging Firms 

1200 13 N/A * 
(50.80 %) (0.55 %) 

(b) Restaurant Firms 

1164 8 N/A * 
(49.20 %) (0.34 %) 

Total 2364 21 N/A * 
(100.00 %) (0.89 %) 

second Attempt: 
  

(a) Lodging Firms 

400 17 0 
(50.00 %) (2.12 %) (0.00 %) 

(b) Restaurant Firms 

400 108 26 

(50.00 %) (13.50 %) (3.25 %) 

Total 800 125 26 

(100.0 3%) (15.62 %) (3.25 $%) 

  

* Bulk rate mail does not allow for undelivered surveys to 
be returned to sender.
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Non-Respondents 

In order to determine whether respondents and 

non-respondents differed statistically, a random sample of 

10 firms was selected from non-respondents. These firms were 

then sent a second copy of the survey with an accompanying 

letter requesting their participation. This resulted in four 

surveys being returned. The remaining six non-respondents 

were then contacted by telephone. Of these six, half were 

willing to provide the necessary demographic and financial 

information to enable a comparison with respondents. Thus a 

total of seven non-respondents were willing to provide the 

necessary data to enable comparison with respondents. 

Of the seven firms studied as non-respondents, two were 

mid-scale lodging organizations and the remaining five were 

restaurant organizations (3 quick service firms, 1 dinner 

house/theme, and 1 family/coffee shop). 

T-~tests were conducted to determine if there was any 

evidence to suggest that non-respondents were significantly 

different from respondents in terms of demographic criteria 

and in terms of performance criteria. 

Table 16 shows the demographic characteristics of non- 

respondents. Demographically (operating arrangement, 

segment, size, title of respondents) the non-respondents 

appeared to come from the same population as the 

respondents. This can be seen by comparing the information
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in Table 16 with similar information on responding 

organizations in Tables 29 through 34.
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Table 16: Demographic Information of Non-Respondents 

  

  

  

  

Demographic Non-Respondents 
Information Number Percent 

Segment 
Midscale 2 28.6 % 
Quick Service 3 42.8 % 
Dinner House/Theme 1 14.3 % 
Family/Coffee Shop 1 14.3 % 

Operating Arrangement 

Chain Owned and Managed 2 28.6 % 
Franchised 4 57.1 % 
Independently Owned and 1 14.3 % 
Managed 

Title of Respondents 

President/CEO 6 85.7 
V.P Operations 1 14.3 

Size 

1-10 units 3 42.8 
11-20 units 3 42.8 
31-40 units 1 14.3 
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Non-respondents were then compared with respondents with 

Similar demographic criteria to determine is there were 

Statistically significant differences in terms of 

performance as meaSured by return on assets, return on 

sales, and growth in unit sales. No statistically 

Significant differences were found.
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Validity and Reliability Tests 

Validity refers to the relationship between a construct 

and its measures. In other words, it is the degree to which 

we observe what we purport to observe (Rosenthal and Rosnow 

1984). A measure is valid when the differences in the 

observed scores reflect the true differences in the 

construct that one is attempting to measure (Churchill 

1979). Validity is a prerequisite for reliability whereas 

reliability is necessary but not sufficient for validity. 

Reliability, on the other hand, refers to the degree to 

which our observations are consistent or stable (Rosenthal 

and Rosnow 1984). A measure is reliable to the extent that 

other independent, but comparable, measures of the same 

construct produce the same result (Peter 1979). 

The instruments used in this study, although adapted to 

the particular nature of the hospitality industry, have been 

drawn from seminal works in the field of strategic 

management; specifically, from the works of Aldrich (1979) 

and Dess and Beard (1982) in the environment literature and 

from Miles and Snow (1978) in the strategy literature. 

Despite this fact, it was still necessary to revalidate the 

instrument being used.
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Validation of the Environmental Instrument 

In order to test for the internal consistency of the 

environmental instrument, a reliability analysis was 

conducted on the three environmental dimensions of 

munificence, complexity, and dynamism. Tables 17 through 19 

show the correlation matrix and reliability coefficient 

alpha for each of these three dimensions. For ease of 

interpretation, the scale items are labeled in full in Table 

24. 

Nunnally (1978) states that in the early stages of 

exploratory research on hypothesized measures of a construct 

purpose reliabilities of .60 or higher will suffice. The 

coefficient alphas for all three scales exceed this minimum 

level. In addition, the coefficient alphas for the 

environmental munificence and complexity scales exceed the 

levels met by Dess and Beard (1982) in their tests of 

identical scales. These authors found that their 

environmental munificence scale had a coefficient alpha of 

-816, while their environmental complexity scale had a 

coefficient alpha of .657. In the Dess and Beard study, the 

environmental dynamism scale had a coefficient alpha of .610 

which is marginally higher than the coefficient alpha of 

-6097 found in this study. 

Closer examination of Tables 17 and 19 suggests that the 

coefficient alphas may be improved if certain items were
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removed from the analysis. 

Examination of Table 17 suggests that the coefficient 

alpha for the environmental dynamism scale may be improved 

by the removal of the NEWSALES item. The NEWSALES item was 

originally included in the scale in an attempt to tap the 

turbulence dimension of environmental dynamism. The 

correlation matrix was recalculated with this item removed 

from the analysis. As can be seen from Table 20, there iS a 

Significant improvement in the coefficient alpha from .6097 

to .6583. This alpha is higher than the alpha achieved by 

Dess and Beard (1982). 

Examination of the environmental complexity scale in 

Table 19 suggests that the alpha of .7844 might be improved 

by removing the items USE1, USE2, and USE3. These items were 

originally included to tap the homogeneity-heterogeneity 

dimension of environmental complexity. Given the poor 

correlations of these items it is anticipated that the 

removal of them might result in more pronounced factors and 

clusters to be conducted later in the study. A correlation 

matrix was computed for the environmental complexity scale 

with the three homogeneity-heterogeneity items removed from 

the analysis. As can be seen in Table 21, the resulting 

coefficient alpha is .8559 as opposed to the original alpha 

of .7844. 

In a study aimed at developing an objective
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classification scheme for organizational task environments 

Rasheed and Prescott (1989) operationalized the 

environmental dynamism dimension according to items 

measuring the stability-instability component and an item 

measuring the turbulence component. The turbulence measure 

exhibited unacceptably low levels of reliability and they 

concluded that "..it is possible that either turbulence has 

not been correctly operationalized or that it is not part of 

the dynamism dimension" (1988, p.8). The findings of this 

study would seem to lend support for the argument put 

forward by Rasheed and Prescott. 

Given the exploratory nature of the research and the 

significant improvements in the coefficient alphas after the 

removal of these items, the statistical results suggest it 

might be statistically more rigorous to proceed with the 

three environmental complexity items and one environmental 

dynamism item removed from any further analysis. In order to 

investigate this suggestion further, two factor analyses 

were run on the environmental variables. The first analysis 

included all 19 environmental variables and the second 

analysis was conducted with the four questionable variables 

removed. The purpose of conducting these two factor analyses 

was to examine the underlying structure in each instance. As 

can be seen in Table 22 the communalities for the 

environmental variables NEWSALES (.12398), USE1 (.12830),
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USE2 (.28041), and USE3 (.18868) indicate that that a large 

amount of variance is not captured by these variables. 

Examination of Table 23 on the other hand, shows a 

significant improvement in the eigenvalue of each factor and 

exhibits a stronger underlying structure along the three 

environmental dimensions. 

It was thus decided that any further analysis would be 

conducted with the four environmental variables of NEWSALES, 

USE1, USE2 and USE3 removed.
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Table 17: Correlation Matrix and Coefficient Alpha for 
Environmental Munificence Scale 

  

  

GRO1 GRO2 GRO3 

GRO1L 1.0000 

GRO2 .7160 1.0000 

GRO3 .7262 ~9312 1.0000 

Alpha = .9200 

  

Table 18: Correlation Matrix and Coefficient Alpha for 
Environmental Dynamism Scale 

  

VOLAT1 VOLAT2 VOLAT3 VOLAT4 VOLATS5 VOLAT6 NEWSALES 

  

VOLAT 1 1.0000 
VOLAT2 -2629 1.0000 
VOLAT3 -1991 .1205 1.0000 
VOLAT4 -3931 .1848 .3171 1.0000 
VOLATS5 2379 .2178 .1048 .2623 1.0000 
VOLAT6 -2111 .1668 .1880 .2555 .1093 1.0000 
NEWSALES .2247 .0504 .1193 .2402 .1400 .0288 1.0000 

Alpha = .6097 
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Table 18: Correlation Matrix and Coefficient Alpha for 

Environmental Complexity Scale 

  

CONCEN1 CONCEN2 

CONCEN1 1.0000 

CONCEN2 .2941 

CONCENS .4320 

CONCEN4 .4151 

CONCENS .3930 

CONCENG .4128 

USE1 1495 

USE2 21941 

USE3 -0468 

1.0000 

. 5820 

6513 

3211 

4243 

0765 

-.0756 

. 1907 

CONCEN3 CONCEN4 CONCENS CONCENG USE! USE2 USE3 

1.0000 

7487 

.4905 

- 5297 

- 1882 

~.0163 

-2136 

1.0000 

-4864 1.0000 

- 5636 - 4489 1.0000 

-1224 2213 +2314 1.0000 

-.0035 1454 -0483 -2877 1.0000 

2578 - 1035 2270 - 2047 -3265 1.0000 

  

Alpha = .7844 
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Table 20: Correlation Matrix and Coefficient Alpha 
for Environmental Dynamism Scale with the 
Turbulence Item Removed. 

  

VOLAT1 VOLAT2 VOLAT3 VOLAT4 VOLAT5 VOLAT6 

VOLAT1 1.0000 
VOLAT2 -3029 1.0000 
VOLAT3 - 2262 -1620 1.0000 
VOLAT4 -4081 -2196 .3303 1.0000 
VOLATS5 - 2657 -2472 ~1585 -2893 1.0000 
VOLAT6 -2218 - 2067 - 2186 - 2667 ~-1221 1.0000 

  

Alpha = .6583 
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Table 21: Correlation Matrix and Coefficient Alpha for 
Environmental Complexity Scale with Homogeneity—- 
Heterogeneity Items Removed. 

  

CONCEN1 CONCEN2 CONCEN3 CONCEN4 CONCEN5 CONCEN6 

CONCEN1 1.0000 
CONCEN2 -3078 1.0000 
CONCEN3 ~4594 -5692 1.0000 
CONCEN4 - 4530 -6185 -7630 1.0000 
CONCENS ~4228 - 3502 -5042 -5074 1.0000 
CONCEN6 -4700 ~4107 ~5493 -5896 -4883 1.0000 

  

Alpha = .8559 
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Table 22: Factor Analysis of 19 Environmental Variables 

  

  

VARIABLE FACTOR 1 FACTOR 2 FACTOR 3 COMMUNALITIES 

CONCEN3 -82872 ~ 72256 
CONCEN6 -69317 -50491 
CONCEN2 -62618 ~42290 
CONCEN5 -60148 - 36606 
CONCEN1 -52001 -28123 
USE3 - 18868 
USE1 - 12830 

GRO2 -91895 ~95531 
GRO3 -90997 -89879 
GRO1 -71592 -56369 

VOLAT4 ~53147 ~ 38562 
VOLAT 1 -590440 » 30285 
USE2 -45324 - 28041 
VOLAT2 -40792 ~17291 
VOLAT3 -40744 -20698 
VOLAT5 - 38329 - 20423 
NEWSALES . 30974 -12398 
VOLAT6 - 15022 

  

Factor Eigenvalues 

3.27555 2.61977 1.71376 
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Table 23: Factor Analysis of 15 Environmental Variables 

  

  

VARIABLE FACTOR 1 FACTOR 2 FACTOR 3 COMMUNALITIES 

GRO1 .00458 -87190 .03849 -76171 
GRO2 -06088 -95310 .01711 ~91241 
GRO3 .03156 -94885 .06250 -90522 
VOLAT 1 .07681 ~.02878 - 70395 -50228 
VOLAT2 - 23035 -.13365 ~57115 ~39714 
VOLAT3 -03890 -.04925 ~55644 ~ 31357 
VOLAT4 -03359 .11378 ~71575 -52638 
VOLATS5 - 17007 ~15395 - 53930 - 34348 
VOLAT6 -09482 .07878 -53766 - 30428 
CONCEN1 -64653 -.10582 -.04185 ~43095 
CONCEN2 ~ 70431 -00939 -.06099 -49986 
CONCEN3 -85302 -.06764 -.06532 - 73649 
CONCEN4 .87413 -.02314 -.02924 - 76549 
CONCENS5 ~70851 -.02909 -.00677 - 50288 
CONCEN6 - 76770 -11952 - 18499 -63786 

  

- 63590 

Factor Eigenvalues 

2.73158 2.17250 
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Table 24: Environmental Variables 

  

Abbreviated Label Actual Scale Item 

  

Munificence Items 
GRO1 
GRO2 
GRO3 

Dynamism Items 
VOLATI1 

VOLAT2 

VOLAT3 

VOLAT4 

VOLATS5 

VOLAT6 

NEWSALES 

Complexity Items 
CONCEN1 

CONCEN2 

CONCEN3 

CONCEN4 

CONCENS5 

CONCEN6 

USE1 

USE2 

USE3 

Average rate of growth in 1988 sales 
Average rate of growth in 1988 units 
Average rate of growth in 1988 employees 

Degree of volatility in prices charged by 
suppliers of food, beverage or operating 
supplies 
Degree of volatility in availability 
of employees 
Degree of volatility in strategies adopted 
by competitors 
Degree of volatility in customers' demand 
for your goods and services 
Degree of volatility in laws affecting 
your business 
Degree of volatility in the availability 
of credit from financial institutions 
Average percentage of sales that came from 
new products in 1988 

Level of geographic concentration/ 
dispersion of suppliers in 1988 
Level of geographic concentration/ 
dispersion of labor pool in 1988 
Level of geographic concentration/ 
dispersion of customers in 1988 
Level of geographic concentration/ 
dispersion of sales in 1988 
Level of geographic concentration/ 
dispersion of competitors in 1988 
Level of geographic concentration/ 
dispersion of operating units in 1988 
Degree to which emphasized product/market 
specialization in 1988 
Degree to which emphasized product 
customization in 1988 
Degree to which emphasized value/added in 
1988 

 



206 

Convergent and divergent validity of the environmental 

instrument was determined through examination of Table 25 

which shows the Pearson correlation coefficients for the 15 

environmental variables. Table 25 shows that the three items 

tapping the construct of environmental munificence 

(GRO1-GRO3) exhibit a high degree of convergent validity. 

The six items measuring environmental complexity 

(CONCEN1-CONCEN6) also exhibit an acceptable level of 

convergent validity. The weakest of the three environmental 

dimensions in terms of convergent validity is the 

environmental dynamism dimension (VOLAT1-VOLAT6). 

None-the-less, these six measures of environmental 

complexity still exhibit a higher degree of convergent 

validity with each other than they do with any of the other 

nine items in the correlation matrix. In other words, they 

exhibit divergent validity. As would be expected, all the 

correlations between items tapping the same environmental 

dimension are significant at the p < .001 level and above. 

Discriminant validity is defined as the extent to which 

the correlations of items measuring different constructs are 

Significantly different from each other. In other words, the 

correlation between two different measures of the same 

variable should be higher than the correlations between that 

variable and any other variable which has neither trait nor 

method in common (Campbell and Fiske 1959, p.82). On



207 

examination of Table 25 one can see that this criteria is 

met. 

A comparison of the Dess and Beard study and the current 

study suggests that the methodology proposed by these 

authors is a promising way of measuring environmental 

dimensions. The Cronbach alphas (Tables 17, 20, 21) and the 

factor loadings (Tables 22 and 23) obtained in the current 

study improve upon the results obtained by Dess and Beard 

(1982) in their study, suggesting that the 

operationalizations of environmental constructs is 

essentially valid. 

Overall, it appears that the fifteen items measuring the 

three environmental dimensions of munificence, complexity, 

and dynamism exhibit an acceptable level of convergent 

validity according to the criteria suggested by Campbell and 

Fiske (1959).
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Validation of the Strategy Instrument 

In order to determine the construct validity of the 

strategy characteristics instrument a factor analysis was 

run on the 23 strategy characteristics. Ideally, the 23 

strategy characteristics should load on four factors 

representing the four strategic types (analyzers, 

prospectors, defenders, and reactors). The factor method 

used was principal axis factoring with varimax rotation. 

The results of the factor analysis are presented in 

Table 26. Kim and Mueller's (1978) suggest that a factor 

loading has to be equal to or greater than .30 to belong to 

that factor as long as the variable does not load similarly 

high on any other factor. In this case we were able to use 

-50 as a cutoff. Low or double loadings eliminated variables 

MILSNO3, MILSNO6, MILSNO15 and MILSNO21 from being included 

in a factor construct. The eigenvalue of any common factor 

should be greater than 1.0. One can see in Table 26 that 

each of the four factors has an eigenvalue of greater than 

1.0. Factor 1 accounted for 25.9% of the variance, factor 2 

for 17.5% of the variance, factor 3 for 8.1% of the 

variance, and factor 4 for 5.3% of the variance. The 

cumulative variance accounted for by all four factors was 

56.7% of the explained variance. 

The communalities indicate the portion of the variation 

in each variable accounted for by the four factors. The
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communalities are the sum of the squared loadings of a 

variable with each of the factors. It should be noted that 

in Table 26 that while many of the communalities are 

relatively high, there is clearly some variance not being 

captured by the factors. 

To aid in the interpretation of further multivariate 

Statistical results on the Miles and Snow (1978) strategic 

characteristics, Table 27 lists the abbreviation for each 

strategic characteristic along with a full explanation.
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Table 26: Factor Analysis with Varimax Rotation on Miles and 
Snow 23 Strategy Characteristics 

  

Variable FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4 COMM'ALTY 

  

MILSNO1 ~17192 -57453 -11769 -29685 -46162 
MILSNO2 -12804 -80765 -01010 -.08202 -67553 
MILSNO3 - 50667 ~ 32226 -.52986 ~06725 -64583 
MILSNO4 ~ 36241 -51843 -.13684 -07011 ~42375 
MILSNO5 -61226 -06479 -.24979 -.29893 -53081 
MILSNO6 ~ 53432 -40309 -.57110 -.01519 -77436 
MILSNO7 -27751 - 70774 -—.24671 -00852 -63884 
MILSNO8 ~-74797 —-.20183 ~00455 -~.11742 -61400 
MILSNO9 -71662 -.31033 -.09345 -.18814 -65397 
MILSNO10 - 24897 ~31542 -65891 -.35317 ~ 72037 
MILSNO11 -68729 -.23065 -07571 -.21676 -57828 
MILSNO12 -03021 -57293 -26701 -29791 -48921 
MILSNO13 -66476 -.28138 - 12166 -04561 -53796 
MILSNO14 -56104 -.22928 -30981 -.00242 - 46332 
MILSNO15 - 34092 -54906 ~50095 -.07910 -67491 
MILSNO16 - 26843 -28577 - 16765 -55714 ~49223 
MILSNO17 - 56548 - 23890 - 10780 -.09841 - 39815 
MILSNO18 -63676 -.30202 -.16021 - 35346 -64729 
MILSNO19 ~ 35929 -59736 -08902 -.27703 -57060 
MILSNO20 -61725 -—-.18230 -.01704 - 28868 -49786 
MILSNO21 -46097 -.26419 ~ 34252 -27171 -47349 
MILSNO22 -64088 -.31901 -.08053 - .08827 -52680 
MILSNO23 -60474 -.38958 - 17410 ~11742 -56158 

  

Eigenvalues for each Factor 

FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4 

5.94883 4.01717 1.87229 1.21245 
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Table 27: Miles and Snow's (1978) Strategic Characteristics 

  

  

Abbreviation Explanation 

MILSNO1 Focusing on specific markets/segments 
MILSNO2 Cost control 
MILSNO3 Training and development 
MILSNO4 Building reputation of business in local 

communities 
MILSNO5 Monitoring guest satisfaction 
MILSNO6 Providing a high level of service 
MILSNO7 Controlling quality 
MILSNO8 Responding to changing market conditions before 

competitors 
MILSNO9 New product/service development 
MILSN10 Maintaining low inventories of food, beverage 

and operating supplies 
MILSNO11 Providing a variety of goods and services 
MILSNO12 Being price competitive 
MILSNO13 Testing new marketing ideas and methods 
MILSNO14 Serving a variety of markets/segments 
MILSNO15 Controlling material/supply sources 
MILSNO16 Using loans to finance projects 
MILSNO17 Catering to the specific demands of individual 

customers 
MILSNO18 Introducing innovative service methods 
MILSNO19 Maintaining operational efficiency 
MILSNO20 Searching for new markets/opportunities 
MILSNO21 Keeping track of competition 

MILSNO22 Regular renovation/refurbishment 
MILSNO23 Conducting consumer research 
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It can be seen from looking at Tables 26 and 27 

simultaneously that the factors in Table 26 consist of the 

following variables. 

* 
+ 

+ 
+ 

F
F
 

HF 
HF 

F 
HF 

F 
F 

HF 
+ 

+ 
+ 

+ 
HF 

* 

FACTOR 1 

Responding to changing market conditions 
before competitors 
New product/service development 
Providing a variety of goods and services 
Testing new marketing ideas and methods 
Serving a variety of markets/segments 
Conducting consumer research 
Introducing innovative service methods 
Regular renovation/refurbishment 
Searching for new markets/opportunities 
Monitoring guest satisfaction 
Keeping track of competition 
Providing a high level of service 
Catering to the specific demands of 
individual customers 

FACTOR 2 

Controlling material/supply sources 
Cost control 
Maintaining operational efficiency 

Being price competitive 
Focusing and specific markets/segments 
Building reputation of business in 
local communities 
Controlling quality 

FACTOR 3 

Maintaining low inventories 

FACTOR 4 

Using loans to finance projects
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Factor 1 and factor 2 are clearly prospector-like and 

defender-like, respectively. A prospector serves a broad 

customer base and constantly offers new services and 

products. It strives to be "first-in" with these new 

products and services. The variables loaded on factor 1 are 

very prospector-like in their nature. A defender tends to 

offer a limited range of services and products ina stable 

market niche. It is very efficiency oriented and price 

competitive but does not value being at the forefront of 

market developments. The variables that loaded significantly 

onto factor 2 are very characteristic of a defender-type 

strategy. 

Factor 3 and factor 4 each consist of only one variable 

and therefore cannot be interpreted as being representative 

of any one strategy type. 

Unlike Dev (1989) whose results did not enable him to 

find distinct groupings of organizations based on their 

strategy characteristics, this study has been somewhat more 

successful in identifying at least two of the four strategic 

types postulated by Miles and Snow (1978). 

An additional form of multivariate analysis was 

performed on the 23 strategic variables in order to see if 

it too resulted in distinct combinations of strategic 

characteristics which could be labeled defender-like or 

prospector-like. This analysis involved clustering the 146
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respondent organizations on the 23 strategic 

characteristics. Table 28 shows the results of the 

hierarchical cluster analysis.
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Table 28: Cluster Analysis of Strategic Variables 

  

  

Variable Cluster Number 

1 2 3 4 
(n = 31) (n= 28) (n= 76) (n = 11) 

MILSNOL 5.09 4.67 4.67 2.90 
(0.97) (1.15) (1.13) (1.22) 

MILSNO2 5.67 4.96 5.11 2.18 

(0.59) (0.92) (0.93) (0.60) 

MILSNO3 5.29 3.28 4.52 2.81 

(1.03) (1.30) (1.02) (0.60) 
MILSNO4 5.38 3.92 4.57 3.18 

(0.71) (1.46) (1.11) (0.63) 
MILSNO5 5.51 3.67 4.52 4.90 

(0.76) (1.18) (1.08) (0.83) 
MILSNO6 5.67 3.71 5.23 3.09 

(0.65) (1.41) (0.89) (0.70) 
MILSNO7 5.74 4.85 5.43 3.45 

(0.51) (0.97) (0.63) (0.82) 
MILSNO8 4.96 2.42 3.75 5.27 

(0.87) (1.20) (1.25) (0.64) 
MILSNO9Y 4.52 2.32 3.35 4.90 

(0.92) (1.12) (1.06) (1.13) 
MILSNO10 4.09 3.50 3.44 3.81 

(0.97) (1.79) (1.03) (0.98) 
MILSNO11 4.51 2.07 3.17 4.45 

(0.92) (1.08) (1.03) (1.03) 
MILSNO12 4.87 4.39 4.55 2.72 

(1.05) (1.44) (0.97) (0.95) 
MILSNO13 4.54 2.42 3.52 4.81 

(1.06) (0.99) (1.10) (0.87) 
MILSNO14 4.52 2.35 3.38 4.90 

(1.12) (1.06) (1.28) (1.30) 
MILSNO15 4.77 3.32 3.55 2.45 

(1.23) (1.54) (1.71) (0.68) 
MILSNO16 4.29 2.53 3.00 2.27 

(0.86) (1.34) (1.60) (0.78) 
MILSNO17 5.19 2.71 3.56 3.18 

(0.74) (1.01) (1.32) (1.16) 
MILSNO18 4.64 2.03 3.39 4.81 

(1.01) (1.03) (1.32) (1.16) 

MILSNO19 5.61 4.46 4.97 3.63 
(0.61) (1.20) (0.73) (1.20)
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Table 28: Cluster Analysis of Strategic Variables (cont. ) 

  

  

Variable Cluster Number 

1 2 3 4 

(n = 31) (n = 28) (n = 76) (n = 11) 

MILSNO20 5.00 2.35 4.21 4.90 

(0.81) (1.12) (1.14) (0.94) 

MILSNO21 4.77 3.10 4.03 5.90 

(0.99) (1.16) (1.20) (0.32) 

MILSNO22 4.67 2.25 4.10 5.45 

(0.90) (1.10) (1.11) (0.52) 

MILSNO23 4.06 1.78 3.17 5.54 

(1.23) (0.68) (1.19) (0.82) 
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Initial examination of Table 28 would seem to indicate 

that there is some difficulty in the interpretation of the 

clusters due to the proximity of the means and due to the 

relatively high standard deviations of some of the means. In 

other words, Table 28 would seem to suggest that there may 

be a lack of separation between the clusters and that the 

density of each cluster may be less than ideal. In order to 

examine this suggestion in greater detail, the clusters were 

plotted for visual inspection via multiple discriminant 

analysis. Figure 6 offers some support for the statement 

that the clusters exhibit a lack of separation. Visually, 

clusters 1 and 4 appear to exhibit an acceptable level of 

separation and are relatively dense. In addition, they 

exhibit a circular shape. There appears to be some cluster 

overlap between clusters 2 and 3 however.
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Figure 6: Scatterplot of Miles and Snow Strategic Clusters. 

ALL-GROUPS SCATTERPLOT - % INDICATES A GROUP CENTROID 
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A third multivariate technique, multiple discriminant 

analysis, was performed in conjunction with the cluster 

analysis to determine if there were some items which were 

more powerful than others in distinguishing between groups. 

In other words, discriminant analysis was used here as a 

tool to "validate" the clusters by determining if the 

clusters differ significantly and also by indicating (by 

means of the percent correctly classified) how different the 

clusters really are. 

Discriminant analysis simply involves deriving the 

linear combination of the independent variables that will 

discriminate best between the a priori defined groups (the 4 

clusters). This is achieved by the statistical decision rule 

of maximizing the between-group variance relative to the 

within-group variance. The linear combinations for a 

discriminant analysis are derived from an equation that 

takes the following form: 

Z = Wl X1 + W2 K2 + W3 X3 + ...... + Wn Xn 

where 

Z = the discriminant score 

W = the discriminant weights 

X = the independent variables 

This equation is referred to as the discriminant 

function. The discriminant function, according to Hair,
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Anderson and Tatham (1987), is simply the result of adding 

together the product of each independent variable multiplied 

by its corresponding weight. This leads to a single 

composite discriminant score for each individual in the 

analysis. By averaging the discriminant scores for all of 

the individuals within a group, one can arrive at a group 

mean or centroid. 

For the purposes of this study, a step-wise discriminant 

procedure was used. The coefficients were rotated and 

standardized for this procedure. Table 29 contains the 

results for the canonical discriminant functions. The 

functions are statistically significant as measured by the 

chi-square statistic, and the first function accounts for 

62.73% of the explained variance.
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Table 29: Canonical Discriminant Functions on Miles and Snow 

Strategic Variables 

  

Function Eigenvalue Percent of Canonical 
Variance Correlation 

1 5.32828 62.73 0.9175943 

2 2.82943 33.31 0.8595721 

3 0.33626 3.96 0.5016392 

After Wilks' Chi-Square D.F. Signif. 
Function Lambda 

0 0.0308809 457.31 69 0.0000 

1 0.1954231 214.69 44 0.0000 

2 0.7483581 38.11 21 0.0125 
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The results of the discriminant analysis can be used in 

interpreting the clusters in Table 28. There are two broad 

phases to making substantive interpretations of any multiple 

discriminant analysis. According to Hair, Anderson, and 

Tatham (1987), the first phase involves examining the 

discriminant function coefficients to determine the relative 

importance of each independent variable in discriminating 

between the groups (clusters). The second phase involves 

examining the group (cluster) means for each important 

variable to profile the differences in the groups. 

The relative importance of each variable in 

discriminating between clusters was determined by examining 

the discriminant loadings or structure correlations. 

Structure correlations measure the simple linear correlation 

between each independent variable and the discriminating 

function and they are more valid than discriminant weights 

as a means of interpreting the discriminating power of 

independent variables (Hair et al. 1987). The discriminant 

loadings indicating the highest discriminating power of 

variables for the three functions are shown in Table 30. It 

appears that the discriminating variables in function 1 are 

distinctly prospector-like, the discriminant variable in 

function 2 are distinctly defender-like, and the 

discriminating variables in function 3 appear to be a 

mixture of prospector-like and defender-like. In other



224 

words, it appears that the discriminating variables in 

function 3 are analyzer-like in nature. 

Under ideal circumstances a classification matrix would 

be divided randomly into two groups, one for the developing 

of the discriminant function and the other for validating 

it. The former group is referred to as the analysis sample 

while the latter group is referred to as the hold-out 

sample. This procedure will determine the "hit ratio" 

(percentage correctly classified) which reveals how well the 

discriminant function classified the statistical units. The 

statistical test is the chi-square test of significance. The 

process involves the determination of a cutting score or 

critical Z value and then comparing it with the individual 

discriminant scores on the hold-out sample to determine the 

group classification percentage. Unfortunately, the number 

of observations in each cluster does not allow for the use 

of a hold-out sample in this study. 

Having determined which variables have the most 

discriminatory power, it is necessary to determine which 

clusters these variables discriminate between through 

examination of the cluster centroids. Cluster centroids for 

each cluster are listed in Table 3l. 

Examining Table 31 and taking function 2 as an example, 

it can be seen that the cluster centroid for cluster 1 is 

0.97833, for cluster 2 it is -0.13306, for cluster 3 it is
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0.47185, and for cluster 4 it is -5.67844. From these 

figures it can be concluded that the primary source of the 

differences for this function is between clusters 1, 2 and 3 

versus cluster 4. Applying a similar logic to function 3, it 

is suggested that the primary source of differences for 

function 3 is between clusters 1, 2 and 4 versus cluster 3. 

Function 1 is a little more difficult to interpret due to 

the proximity of the function values for clusters 1 and 4. 

Examination of Table 31 in conjunction with the discriminant 

maps would seem to lend some support for the notion that the 

primary source of of differences is between clusters 2, 3 

and 4 versus cluster l. 

To aid in the interpretation of the cluster functions, 

use was made of two dimensional maps. Visual inspection of 

the plots allows the researcher to determine the degree to 

which the cluster functions are distinct and separate. The 

plots are shown in Figures 7 through 9. The three plots lend 

Support for the primary sources or the difference between 

the three functions already described. 

In other words, function 1 which is characterized by 

prospector-like variables has the most discriminatory power 

between clusters 2, 3 and 4 versus cluster 1; function 2 

which is characterized by defender-like variables has the 

most discriminatory power between clusters 1, 2 and 3 versus 

cluster 4; and function 3 which is characterized by
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analyzer-like variables has the most discriminatory power 

between clusters 1, 2 and 4 versus cluster 3. The individual 

characteristics of each cluster are now discussed. 

(a) Cluster 1l. 

Given the results of the discriminant analysis, 

cluster 1, accounting for 31 (21.2%) of the sample, appears 

to be composed of those firms that are more analyzer-like 

than anything else. In other words, they adopt competitive 

methods that are characteristic of an analyzer-like 

organization. By examining Table 28 in conjunction with 

Table 31, one can see that the firms in cluster 1 do indeed 

pursue an analyzer-like strategy. For example, firms in 

cluster 1 adopt competitive strategies that are both 

defender-like (e.g., MILSNO2, cost control; MILSNO7, 

controlling quality; MILSNO10, maintaining low inventories 

of food, beverage and operating supplies, MILSNO19, 

maintaining operational efficiency) and prospector-like 

(e.g., MILSNO20, searching for new markets and 

opportunities; MILSNO8, responding to changing market 

conditions before competitors); MILSNO9, new product/service 

development, MILSNO13, testing new marketing ideas and 

methods) in nature. 

(b) Clusters 2 and 3 

Cluster 2 and 3, accounting for 28 (19.1%) and 76 

(52.0%) of the sample respectively, appears to be both
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defender-like in nature. In other words, these 104 firms 

possess characteristics that are defender-like in nature 

(e.g., MILSNO1, focusing on specific markets/segments) ; 

MILSNO2, cost control; MILSNO7, controlling quality; 

MILSNO12, being price competitive; MILSNO19, maintaining 

operational efficiency). This is even more apparent when one 

examines the means shown in Table 28 with the cluster 

centroid results shown in Table 31. It should be noted that 

the cluster analysis and discriminant analysis resulted in 

two clusters that were defender-like in nature, i.e., 

clusters 2 and 3. There were however significant differences 

between the firms in each of these two clusters or they 

would have fallen into the same cluster. Interpretation of 

Table 31 suggests both these clusters are more defender-like 

than anything else. It therefore appears that there may be 

two types of defender-like organizations, possibly 

reflecting differing levels of maturity in the operating 

environment of responding firms, e.g., the initial stages of 

maturity and the decline stages of maturity. 

(c) Cluster 4 

Cluster 4, accounting for 11 (7.53%) of the sample, 

represents those firms that pursue a prospector-type 

strategy. Clearly, the defining characteristics of cluster 

4, e.g., conducting consumer research, regular renovation, 

searching for new markets, introducing innovative service
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methods, testing new marketing ideas and methods, and 

responding to changing markets conditions before 

competitors, are competitive methods most associated with 

prospector-like organizations. The discriminant analysis 

results support this contention. 

In sum, it appears that the strategy instrument 

possesses some degree of construct validity since it was 

successful in identifying three of the strategic 

orientations proposed by Miles and Snow (1978). The factor 

analysis revealed four factors, two of which clearly 

represented prospector-like and defender-like strategies. 

Since a reactor-like strategy is defined by Miles and Snow 

(1978) as really being no strategy at all, i.e., it follows 

no consistent pattern in its strategic orientations, it is 

unrealistic and invalid to try and characterize such a 

strategy using factor analysis since, by definition, there 

is no strategy to characterize. Therefore, the lack of a 

factor representing a reactor-like strategy should not be 

taken as an indication of a lack of construct validity. In 

addition, an analyzer-like strategy is defined by Miles and 

Snow as essentially being a mixture or combination of a 

prospector and a defender. If this is the case, it may also 

be invalid to suggest that there are strategic 

characteristics which are distinctly analyzer-like in nature
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since they, by definition, will also be prospector-like or 

defender-like. Thus, the lack of a factor representing an 

analyzer-like strategy should also not be taken as an 

indicator of a lack of construct validity. The cluster and 

discriminant analysis provided further evidence of the 

construct validity of the strategy instrument by producing 

clusters that were distinctly analyzer, prospector, and 

defender-like. 

In an attempt to try and account for some explained 

variance which was not captured in the factor analysis 

conducted on Miles and Snow's (1978) 23 strategic variables, 

partial correlations were run between the strategic 

variables and the controlling variables of dominant 

operating segment, operating arrangement and organization 

size. Table 32 shows partial correlations between the 23 

strategic variables and each of the three controlling 

variables. Any partial correlations that were significant at 

the p = .05 level or above have been underlined. As can be 

seen, there does not appear to be any relationship between 

strategic orientation and dominant operating segment. While 

four strategic variables have significant partial 

correlations with operating arrangement and organization 

size, these variables in total do not capture a significant 

portion of the variance.
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Table 30: Result of Analysis for Discriminating Variables on 
Miles and Snow's (1978) Strategic Variables. 

  

  

Variable Function 1 Function 2 Function 3 

MILSNO18 0.38532* -0.11279 0.00917 

MILSNO11 0.35398* -0.08569 0.15012 

MILSNO23 0.33710* -0.26238 -0.14594 

MILSNO8 0.33656* -0.11637 0.00835 

MILSNO9Y 0.31841* -0.13678 0.09292 

MILSNO13 0.30278* -0.10723 0.01175 

MILSNO14 0.26562* -0.12135 0.05102 

MILSNO5 0.25012* 0.02232 0.09621 

MILSNO21 0.24607* -0.20356 -0.04505 

MILSNO2 0.02619 0.58639* 0.22601 

MILSNO7 0.10336 0.47647* -0.12388 

MILSNO3 0.21909 0.31467* -0.14068 

MILSNO19 0.14258 0.30366* 0.09713 

MILSNO12 0.01753 0.28340* 0.07489 

MILSNO1 0.00991 0.27446* 0.17484 

MILSNO4 0.14925 0.26026* 0.09359 

MILSNO22 0.35574 -0.14348 -0.46590* 

MILSNO6 0.22887 0.39647 -0.41856* 

MILSNO15 0.13349 0.21440 0.36315* 

MILSNO20 0.35806 -0.02980 -0.36233* 

MILSNO17 0.28042 0.16515 0.33007* 

MILSNO16 0.15929 0.15531 0.27923* 

MILSNO10 0.07175 -0.00757 0.25359* 

  

(*) For interpretation of Miles and Snow (1978) variables 
see Table 27.
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Table 31: Cluster Centroids for the Strategic Clusters 

  

Cluster Centroids 

Cluster Function l Function 2 Function 3 

  

1 3.18515 0.97833 0.67767 
2 -3.82218 -0.13306 0.67395 
3 ~0.13653 0.47185 -0.52306 
4 1.69612 -5.67844 -0.01145 
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Table 32: Partial Correlations between Strategic Variables 
and Control Variables. 

  

  

Strategic Dominant Operating Organization 
Variable Segment Arrangement Size 

MILSNO1 -0715 ~1152 .0348 
(.268) (.159) (.382) 

MILSNO2 -.0030 .0730 ~.1946 
(.490) (.264) (.045) 

MILSNO3 -.0946 .0318 -0655 
(.207) (.392) (.286) 

MILSNO4 -.1398 -0345 -.1138 
(.113) (.383) (.162) 

MILSNO5 -.0175 -0107 -.0097 
(.440) (.463) (.467) 

MILSNO6 -0844 -2904 -.0313 
(.233) (.005) (.393) 

MILSNO7 -.1089 ~0359 -.0518 
(.173) (.378) (.327) 

MILSNO8 -1092 - 2934 ~1534 
(.172) (.005) (.091) 

MILSNOY ~1217 -2179 ~1729 
(.146) (.028) (.066) 

MILSNO10 -0266 -1187 -.0715 
(.409) (.152) (.268) 

MILSNO11 .0278 .0204 - 1336 
(.405) (.430) (.123) 

MILSNO12 -.0904 -0283 -0521 
(.217) (.404) (.326) 

MILSNO13 -1865 -0439 - 2586 
(.052) (.352) (.012) 

MILSNO14 - .0203 -0942 .0978 
(-430) (.208) (.199) 

MILSNO15 -0343 .0289 -.1107 
(.384) (.401) (.169) 

MILSNO16 - .0343 ~.0820 -~.1046 
(.384) (.239) (.183) 

MILSNO17 ~ 1632 ~1057 ~0591 
(.078) (.180) (.305) 

MILSNO18 -.0086 -~.0108 ~1162 
(.470) (.463) (.157)
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Table 32: Partial Correlations between Strategic Variables 
and Control Variables (cont). 

  

  

Strategic Dominant Operating Organization 
Variable Segment Arrangement Size 

MILSNO19 -0984 -0641 -.0996 
(.197) (.290) (.194) 

MILSNO20 -1461 -.0632 -0384 
(.102) (.293) (.370) 

MILSNO21 .0594 -2002 -0901 
(.304) (.040) (.218) 

MILSNO22 -.0511 -1574 -2179 
(.329) (.086) (.028) 

MILSNO23 -.0860 - 1640 -2381 
(.229) (.077) (.019) 

  

* Partial correlations reported. Level of significance in 
parentheses.
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Validity and Reliability of Performance Measures 

In an attempt to ensure that the measures of performance 

calculated by respondents were accurate, the performance 

measures of public firms in the respondent sample were 

checked using published financial information in Compact 

Disclosure. Compact Disclosure is a system almost identical 

to Value Line or the Dow Jones Retrieval Index system. 

Of the total 146 responding organizations in the sample, 

financial information was available for twenty-six (26) 

public firms. While additional firms in the sample were 

public firms, it was not possible to obtain specific 

financial information for them since they were subsidiaries 

of major corporations and it was not possible to obtain a 

financial breakdown by division or subsidiary. This was the 

case for example with Hampton Inns. It was only possible to 

obtain financial information and data for the Holiday 

Corporation and not specifically for the division of 

Hampton Inns. 

No significant difference was found between the 

published financial information of public firms and the 

performance measures offered by respondents from those 

public firms. 

In an effort to determine to what extent the financial 

performance measures quoted by responding private firms were 

representative of the hospitality industry, information was
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obtained from the Robert Morris and Associates Annual 

Statement Studies 1988. The Robert Morris report lists an 

abundance of financial information for firms which are 

placed in one of four categories dependent on their asset 

size. For example, firms which have an assets size of $0-1 

million form the first category, $1-10 million the second 

category, $10-50 million the third category, and 50-100 

million the final category. Firms are classified according 

to their Standard Industrial Code (SIC). 

Using the demographic information, the return on assets 

ratio, the return on sales ratio, and additional financial 

information available in the annual reports of public 

companies comparisons were made between the ROA and ROS 

measures for firms in the sample compared with the 

hospitality industry nationwide. The financial performance 

of responding firms according to the two measures of ROA and 

ROS was not significantly different from the financial 

performance of firms which had a comparable asset size in 

the Robert Morris and Associates report. 

It therefore appears that the financial performance of 

the sample firms is indeed representative of the financial 

performance of firms in the hospitality industry.
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Descriptive Statistics on Participating Firms 

Title of Respondents 

Tables 33 and 34 show that the distribution of 

respondents across functions was almost identical for 

lodging and restaurant firms. 

Table 35, a summary table for all respondents (i.e., 

both lodging and restaurant) shows that the largest group of 

responses, over 59 per cent, were from presidents or CEO's 

of strategic business units. The second largest group of 

responses were from Vice Presidents of Finance (8.9 $%), 

closely followed by Vice Presidents of Marketing and Vice 

Presidents of Operations, each accounting for 8.2 per cent 

of responses. The remaining functions accounted for 15 

percent of responses.
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Table 33: Number and Percentage of Lodging Responses Grouped 
by Functional Responsibility 

  

  

  

Functional Number of Percentage 
Responsibility Responses of Responses 

President/CEO 14 46.7 % 
V.P. Marketing 5 16.7 
V.P. Finance 4 13.3 
V.P. Operations 3 10.0 
V.P. Administration 2 6.7 
V.P. Human Resources 1 3.3 
V.P. Division 1 3.3 

Total 30 100.0 

  

Table 34: Number and Percentage of Restaurant Responses 
Grouped by Functional Responsibility. 

  

  

Functional Number of Percentage 
Responsibility Responses of Responses 

President/CEO 73 62.9 % 
V.P. Marketing 7 6.0 
V.P. Finance 9 7.7 
V.P. Operations 9 7.7 
V.P. Administration 2 1.7 
V.P. Human Resources 6 5.1 
V.P. R& D 1 0.8 
V.P. Division 9 7.7 

  

Total 116 100.0 
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Table 35: Number and Percentages of Total Responses Grouped 
by Functional Responsibility 

  

  

Functional Number of Percentage 
Responsibility Responses of Responses 

President/CEO 87 59.6 % 
V.P. Finance 13 8.9 
V.P. Operations 12 8.2 
V.P. Marketing 12 8.2 
V.P. Division 10 6.8 
V.P. Human Resources 7 4.8 
V.P. Administration 4 2.7 
V.P. R&D 1 0.7 

  

—
 

oO
 

©
 

©
 Total 146 
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Operating Segment 

Of the 30 lodging responses received, 73.3% operated in 

the mid-scale lodging segment, 20.0% in the budget segment, 

and 6.7% in the luxury segment (see Table 36). 

As can be seen in Table 37, by far the most popular 

operating segment of firms responding from the restaurant 

segment was quick service (56.8%), followed by the dinner 

house/theme segment (22.4%), and the family/coffee shop 

segment (10.3%). Firms operating in the cafeteria segment 

accounted for 6.0% of restaurant respondents, while firms 

operating in "Other" segments accounted for 4.3% of 

restaurant respondents.
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Table 36: Operating Segment of Responding Lodging Firms 

  

Operating Segment Number of Percentage of 

  

  

Responses Responses 

Budget 6 20.0 
Midscale 22 73.3 
Luxury 2 6.7 

Total 30 100.0 

  

Table 37: Operating Segment of Responding Restaurant Firms 

  

Operating Segment Number of Percentage of 

  

  

Responses Responses 

Quick Service 66 56.8 
Dinner House/Theme 26 22.4 

Family/Coffee Shop 12 10.3 
Cafeteria 7 6.0 

Other 5 4.3 

Total 116 100.0 
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Operating Arrangement 

As can be seen in Table 38, the most popular form of 

operating arrangement for responding restaurant firms was 

"Chain Owned and Managed" which accounted for 47.4% of 

respondents, followed by "Franchised" which accounted for a 

further 38.7% of respondents. "Independently Owned and 

Operated" and "Chain Leased and Managed" accounted for the 

remaining 13.7% of respondents. There were no responding 

restaurant firms which were chain managed only, or 

independently leased and managed. 

For responding lodging firms, the most popular form of 

operating arrangement was franchising with 66.6% of 

respondents. "Chain Owned and Managed" accounted for a 

further 23.3% of respondents, and "Chain Managed Only" and 

"Independently Owned and Managed" accounted for the 

remaining 9.9% of respondents. Like the restaurant firms, 

there were no cases of "Independently Leased and Managed" 

operating arrangements. 

Table 40 is a summary table combining Table 38 and Table 

39. AS can be seen, the two most popular forms of operating 

arrangements for responding firms are first, "Franchised" 

(42.4%), and second, "Chain Owned and Managed" (44.5%).
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Table 38: Operating Arrangement of Responding Restaurant 

  

  

  

Firms. 

Operating Number of Percentage of 
Arrangement Responses Responses 

Chain Owned and 55 47.4 
Managed 

Chain Leased and 1 0.8 
Managed 

Chain Managed Only 0 0.0 
Franchised 45 38.7 
Independently Owned 15 12.9 
and Managed 

Independently Leased 0 0.0 
and Managed 

Total 116 100.0 

  

Table 39: Operating Arrangement of Responding Lodging Firms 

  

  

Operating Number of Percentage of 
Arrangement Responses Responses 

Chain Owned and 7 23.3 
Managed 

Chain Leased and 0 0.0 
Managed 

Chain Managed Only 1 3.3 
Franchised 20 66.6 
Independently Owned 2 6.6 
and Managed 

Independently Leased 0 0.0 
and Managed 

Total 30 100.0 
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Table 40: Operating Arrangement of All Responding Firms 

  

  

Operating Number of Percentage of 
Arrangement Responses Responses 

Chain Owned and 62 42.4 % 
Managed 

Chain Leased and 1 0.7 
Managed 

Chain Managed Only 1 0.7 
Franchised 65 44.5 
Independently Owned 17 11.6 
and Managed 
Independently Leased 0 0.0 
and Managed 

Total 146 100.0 % 
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_Size 
Data on the size of responding firms for the years 1987, 

1988, and 1989 was gathered. Table 41 shows the mean size of 

responding firms for each respective year, and the range of 

sizes for each of the three years. Size was measured by 

number of operating units in the firm. 

The majority of responding organizations had less than 30 

units (67.0% of respondents had less than 30 units in 1987, 

65.0% had less than 30 units in 1988, and 58.7% had less 

than 30 units in 1989). These percentages would seem to 

indicate, as would be expected, a steady growth in the 

number of units operated by responding firms, over the three 

year period.
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Table 41: Size of Responding Firms 

  

Number of Units Number and Percentage of 
All Responding Firms 

  

  

1987 1988 1989 

1- 10 Units 43 (31.3) 28 (20.2) 28 (19.1) 
11- 20 Units 41 (29.9) 50 (36.2) 43 (29.4) 
21- 30 Units 8 ( 5.8) 12 ( 8.6) 15 (10.2) 
31- 40 Units 10 ( 7.2) 9 ( 6.5) 12 ( 8.2) 
41- 50 Units 5 ( 3.6) 6 ( 4.3) 7 ( 4.8) 
50-100 Units 8 ( 7.2) 9 ( 6.5) 12 ( 8.2) 

100-200 Units 12 ( 8.7) 15 (10.8) 15 (10.2) 
201-300 Units 3 ( 2.0) 1 ( 0.7) 4 ( 2.7) 
301-400 Units 1 ( 0.7) 2 (1.4) 2 (1.4) 
401-500 Units 1 ( 0.7) 1 ( 0.7) 2 (1.4) 
501-600 Units 1 ( 0.7) 1 ( 0.7) 1 ( 0.7) 
601-700 Units 1 ( 0.7) 1 ( 0.7) 1 ( 0.7) 
Above 700 Units 3 ( 2.1) 3 ( 2.1) 5 ( 3.4) 

Total 137 (100.0) 138 (100.0) 146 (100.0) 

Mean = 80.65 Mean = 83.62 Mean = 114.22 
Max. = 1785.00 Max. = 1785.00 Max. = 3500.00 
Min. = 4.00 Min. = 5.00 Min. = 3.00
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Main Variables Descriptive Statistics 

Generic Business Strategy 

Respondents were asked to indicate the importance of a 

set of 23 competitive methods to their 1988 overall 

strategy. As noted in Chapter 3, strategy was measured for 

the 1988 fiscal year in an attempt to take into account the 

time-lag inherent between the implementation of a strategy 

and the subsequent financial performance resulting from that 

strategy. For this reason, strategy was measured for the 

1988 fiscal year and performance was measured for the 1989 

fiscal year. 

The reason for asking respondents to indicate the 

importance of a set of 23 competitive methods to their 1988 

overall strategy was that past studies (e.g., Miles and Snow 

1978; Snow and Hrebiniak 1980) have indicated that it is 

possible to infer a firms strategy based on the importance 

it allocates to specific competitive methods. 

For the entire sample, there were three competitive 

methods which stood out as being more important than others 

to 1988 overall strategy. As shown in Table 42, these were 

(a) “Controlling Quality" which 83.0% of respondents 

classified as being very important to 1988 overall strategy, 

(b) "Maintaining Operational Efficiency" which 70.8% of 

respondents classified as being very important to 1988 

overall strategy, and (c) "Cost Control" which 72.1% of
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respondents classified as being very important to 1988 

overall strategy. All three of these competitive methods are 

efficiency-linked in some way. In todays competitive 

hospitality environment where there is a great emphasis on 

being "lean and mean" it is not surprising to find that 

these three competitive methods were listed as being 

particularly important to a firm's strategic orientation. 

Likewise, there were three competitive methods which 

stood out as being less important than others to 1988 

overall strategy. These were (a) "Using Loans to Finance 

Projects" which 36.8% of respondents classified as being 

unimportant to 1988 overall strategy, (b) "Conducting 

Consumer Research" which 33.3% of respondents classified as 

being unimportant to 1988 overall strategy, and (c) 

"Providing a Variety of Goods and Services" which 29.2% of 

respondents classified as being unimportant to 1988 overall 

strategy. It is not surprising that in the economic climate 

of the late 1980's when growth by leverage was beginning to 

be frowned upon by Wall Street and the business community, 

that the use of debt to finance projects was classified as 

being unimportant to responding firms strategic 

orientation. The lack of consumer research is also no 

surprise. Olsen (1980) found that consumer research in the 

hospitality industry, or rather the lack of it, was a 

predominant feature which at that time had not been
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addressed. It would appear from Table 42, that the lack of 

consumer research still exists in the hospitality industry. 

The final competitive method which was classified as being 

less important to 1988 overall strategy was "Providing a 

Variety of Goods and Services". In todays hospitality 

industry, there is clearly a trend toward the pursuit of a 

focus strategy. Growth for the sake of growth's sake is no 

longer feasible and the era of the hospitality conglomerate 

is, in general, no more. Thus it is logical that responding 

firms should emphasize the fact that they do not regard the 

provision of a variety of goods and services as being 

important to the firm strategic direction.
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Table 42: Number and Percentage of Responding Firms by 
Competitive Methods 

  

Competitive Methods Importance to Strategy during 
1988 Fiscal Year 

# and % of Responding Firms 

  

Unimportant Moderately Very 

  

Important Important Important 

Focusing on specific 8 (5.5 %) 49 (33.3 %) 90 (61.3) 
markets/segments 

Cost control 8 (5.5) 33 (22.4) 106 (72.1) 

Training and development 12 (8.2) 61 (41.4) 74 (50.3) 

Building reputation of 10 (6.8) 61 (41.4) 76 (51.7) 
business in local 
communities 

Monitoring guest 7 (4.8) 60 (40.8) 80 (54.4) 
satisfaction 

Providing high level of 7 (4.8) 41 (27.8) 99 (67.3) 
service 

Controlling quality 2 (1.4) 23 (15.7) 122 (83.0) 

Responding to changing 33 (22.4) 63 (42.8) 51 (34.7) 
market conditions before 
competitors 

New product/service 33 (22.4) 80 (54.4) 34 (23.2) 
development 

Maintaining low 27 (18.4) 89 (60.6) 31 (21.1) 
inventories of food, 
beverages and 
operating supplies 

Providing a variety of 43 (29.2) 76 (51.7) 28 (19.1) 
goods and services 

Being price competitive 11 ( 7.5) 52 (35.4) 84 (57.1)
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Table 42: Number and Percentage of Responding Firms by 
Competitive Methods (cont). 

  

Competitive Methods Importance to Strategy during 
1988 Fiscal Year 

# and % of Responding Firms 

  

Unimportant Moderately Very 
Important Important Important 

  

Testing new marketing 
ideas and methods 

Serving a variety of 
markets/segments 

Controlling material/ 
Supply sources 

Using loans to finance 
projects 

Catering to the specific 
demands of individual 

customers 

Introducing innovative 
service methods 

Maintaining operational 
efficiency 

Searching for new mkts/ 
opportunities 

Keeping track of 
competition 

Regular innovation and 
refurbishment 

Conducting consumer 
research 

36 (24.4) 69 (47.0) 42 (28.6) 

43 (18.4) 64 (43.6) 40 (27.2) 

33 (22.4) 67 (45.6) 47 (32.0) 

54 (36.8) 60 (40.8) 33 (22.4) 

33 (22.4) 68 (46.2) 46 (31.2) 

32 (21.8) 83 (56.5) 32 (21.8) 

3 ( 2.0) 39 (26.5) 104 (70.8) 

23 (15.6) 60 (40.8) 64 (43.6) 

18 (12.2) 68 (46.3) 61 (41.4) 

27 (18.3) 55 (37.4) 65 (44.2) 

49 (33.3) 69 (46.9) 29 (19.7) 
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Respondents were also asked to classify their firms as 

being similar to four strategy descriptions. These 

descriptions corresponded to Miles and Snow's (1978) four 

strategic types of analyzer, prospector, defender, and 

reactor. Respondents were asked to allocate, out of a total 

of 100, points to each description according to the extent 

that it best described their firm’s strategy in 1988. Tables 

43 through 46 show the results of this classification. 

Table 43 shows that over 50.0% of respondents classified 

themselves as being less than 25% analyzer-like. Only one 

respondent classified his/her firm as being 100% 

analyzer-like. 

Table 44 shows that over 50% of respondents classified 

their firm as being less than 15% prospector-like. Three 

respondents classified their firm as being 100% 

prospector-like. 

Table 45 indicates that just under 50% of respondents 

classified their firm as being less than 5% reactor-like. 

When compared with Tables 43 and 44, it becomes clear that a 

reactor-type strategy was the least popular of all four 

strategies. No responding organizations regarded themselves 

as being 100% reactor-like. 

Table 46 shows that a defender-like strategy was one of 

the more popular strategic types being pursued with over 50%
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of respondents classifying their organization as being more 

than 30% defender-like. In addition, there were 7 responding 

firms which classified themselves as being 100% 

defender-like. 

In sum, Tables 43 through 46, although descriptive in 

nature, tend to indicate that a reactor-like strategy was 

the least pursued strategy type, with a defender-like 

strategy being the most popular pursued strategy.
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Table 43: Number and Percentage of Responding Firms that 
were Analyzer-like 

  

  

Value Frequency Percent Cumulative 
Percent 

0 27 18.4 18.4 
4 1 0.7 19.2 
5 8 5.4 24.7 

10 23 15.6 40.4 
15 3 2.0 42.5 
20 17 11.6 54.1 
25 2 1.4 55.5 
30 12 8.2 63.7 
33 1 0.7 64.4 
35 1 0.7 65.1 
40 10 6.8 71.9 
45 2 1.4 73.3 
50 15 10.2 83.6 
55 1 0.7 84.2 
60 5 3.4 87.7 
65 2 1.4 89.0 
70 6 4.1 93.2 
75 4 2.7 95.9 
80 4 2.7 98.6 
85 1 0.7 99.3 

100 1 0.7 100.0 
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Table 44: Number and Percentage of Responding Firms that 
were Prospector-like 

  

  

Value Frequency Percent Cumulative 
Percent 

0 31 21.1 21.1 
4 1 0.7 21.9 
5 13 8.8 30.8 
8 1 0.7 31.5 

10 26 17.7 49.3 
15 8 5.4 54.8 
20 18 12.2 67.1 
25 5 3.4 70.5 
30 5 3.4 74.0 
33 1 0.7 74.7 
40 7 4.8 79.5 
50 9 6.1 85.6 
60 6 4.1 89.7 
65 2 1.4 91.1 
70 2 1.4 92.5 
80 7 4.8 97.3 
95 1 0.7 97.9 

100 3 2.0 100.0 
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Table 45: Number and Percentage of Responding Firms that 
were Reactor-like. 

  

  

Value Frequency Percent Cumulative 
Percent 

0 52 35.6 35.6 
5 19 13.0 48.6 

10 36 24.7 73.3 
12 2 1.4 74.7 
15 7 4.8 79.5 
20 19 13.0 92.5 
25 2 1.4 93.8 
30 3 2.1 95.9 
40 2 1.4 97.3 
50 1 0.7 97.9 
60 1 0.7 98.6 
80 2 1.4 100.0 
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Table 46: Number and Percentage of Responding Firms that 
were Defender-like 

  

  

Value Frequency Percent Cumulative 
Percent 

0 21 14.4 14.4 
5 12 8.2 22.6 

10 17 11.6 34.2 
15 3 2.1 36.3 
20 10 6.8 43.2 
25 5 3.4 46.6 
30 7 4.8 51.4 
33 1 0.7 52.1 
40 7 4.8 56.8 
50 7 4.8 61.6 
60 15 10.3 71.9 
65 3 2.1 74.0 
70 14 9.6 83.6 
75 5 3.4 87.0 
80 8 5.5 92.5 
90 4 2.7 95.2 

100 7 4.8 100.0 
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Environment 

Three environmental dimensions were being tapped in this 

study. These were (a) environmental munificence which is 

defined as the extent to which the environment can support 

sustained growth (Starbuck 1976), (b) environmental 

complexity which is defined as the heterogeneity and range 

of environmental activities (Child 1972), and (c) 

environmental dynamism which is defined as the amount of 

non-systematic change in the environment (Bourgeois 1978). 

Table 47 indicates that the degree to which the 

hospitality environment can support sustained growth for 

responding firms was low to moderate. Just under 46% of 

respondents had below average rates of growth on the three 

variables of sales, number of units and number of employees, 

with an additional 32.1% having only moderate growth on 

those same three variables. It has been well documented that 

the hospitality industry is in the mature stage of its life 

cycle and therefore the above results are not unexpected 

(Dev 1988; Tse 1989; West 1989; Crawford-Welch and Tse 

1990). 

The environment of the majority of responding firms, as 

can be seen in Table 48, appears to be only moderately 

volatile. The most volatile variable was the availability of 

employees which, given the intense labor shortage in the 

hospitality industry, is to be expected.
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A second measure of environmental dynamism, the 

percentage of sales from new products (see Table 49), also 

indicates a lower degree of environmental dynamism than 

would be expected based on findings of previous studies 

(e.g., Dev 1988; Olsen 1980).
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Table 47: Number and Percentage of Responding Firms by 
Environmental Munificence Variables. 

  

Average Rate of Growth 
Number and Percentage of Responding Firms 

  

Variables High Moderate Low (*) 

Sales 32 (21.9) 47 (32.1) 67 (45.9) 

Number 31 (21.2) 29 (19.8) 86 (58.9) 
of Units 

Number 30 (20.5 40 (27.4) 76 (52.0) 
of Employees 

  

(*) High 
Mod. 

LOw 

greater than or equal to 16.00 % 
greater than or equal to 8.00 % but 
equal to 15.99 % 
less than or equal to 7.99 % 

less than or
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Table 48: Number and Percentage of Responding Firms by 
Environmental Dynamism (Volatility) Variables. 

  

Degree of Volatility 
Number and Percentage of Responding Firms 

  

Variables Not Moderately Very 
Volatile Volatile Volatile 

Prices charged by 39 (26.5) 84 (57.1) 23 (15.6) 
Suppliers 

Availability of 21 (14.3) 75 (51.0) 50 (34.0) 
employees 

Strategies adopted 35 (23.8) 84 (57.2) 27 (18.3) 
by competitors 

Customers demand for 46 (31.3) 86 (58.5) 14 ( 9.5) 
goods and services 

Laws affecting firm 51 (34.7) 68 (46.3) 27 (18.4) 
Availability of 65 (44.2) 50 (34.0) 31 (21.1) 
credit 
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Table 49: Number and Percentage of Responding Firms by 
Environmental Dynamism (Turbulence) Variable. 

  

Percentage Sales from New Products 

High Medium Low (*) 

  

16 (10.7) 45 (31.0) 85 (58.4) 
  

less than or equal to 3.99 % 
greater than or equal to 4.00% but less 
than or equal to 7.99% 
greater than 8.0% 

(*) Low 
Medium 

High
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In terms of environmental complexity, two underlying 

dimensions were measured, the concentration-dispersion 

dimension and the heterogeneity-homogeneity dimension. Table 

50 shows that responding firms tended to be evenly 

distributed across the three possible states of 

concentration/dispersion. The higher the level of 

dispersion, the higher the level of environmental 

complexity. Table 51 indicates that the majority of 

responding firm experienced a moderate to high degree of 

heterogeneity in their environments. Again, the higher the 

degree of emphasis placed on the three selected variables of 

product/market specialization, product customization, and 

value added, the higher the degree of heterogeneity in the 

responding firms environment.
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Table 50: Number and Percentage of Responding Firms by 
Environmental Complexity (Concentration-— 
Dispersion) Variables 

  

Degree of Concentration/Dispersion 
Number and Percentage of Responding Firms 

  

Variables Very Moderately Very 
Concentrated Concentrated Dispersed 

/Dispersed 

Suppliers 51 (34.6) 54 (36.8) 41 (28.1) 
Labor Pool 67 (45.6) 53 (36.0) 26 (17.7) 
Customers 46 (31.3) 65 (44.2) 35 (23.8) 
Sales 44 (30.0) 75 (51.0) 26 (17.7) 
Competitors 49 (33.3) 55 (37.4) 41 (27.9) 
Location of 34 (23.1) 67 (45.6) 44 (30.0) 
Units 
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Table 51: Number and Percentage of Responding Firms by 
Environmental Complexity (Homogeneity-— 
Heterogeneity) Variables. 

  

  

Variable Extent to Which Firm Emphasized in 1988 
Number and Percentage of Responding Firms 

Did Not Moderately Emphasized 
Emphasize Emphasized Extensively 

Product/market 29 (19.8) 60 (41.1) 57 (39.0) 
specialization 

Product 40 (27.3) 77 (52.7) 29 (19.8) 
customization 

Value added 22 (15.0) 51 (34.9) 73 (50.0) 
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Structure 

A firm's structure was measured in this study because 

the literature led one to believe that the variable 

structure could moderate the relationship between strategy, 

environment and performance. Three dimensions of 

organization structure were measured in this study - 

complexity, formalization, and centralization. 

Formalization refers to the extent to which appropriate 

behavior is described in writing, and is closely aligned 

with the concept of standardization which prescribes or 

limits behavior and procedures of members of the 

organization. Formalization refers to rules, regulations, 

policy and procedure (Olsen 1978). 

Table 52 indicates that just under 62% of all responding 

firms gave employee handbooks to all employees and that just 

under 31% of responding firms gave employee handbooks to 

some employees. The greater the number of documents 

distributed throughout the organization, the greater the 

degree of formalization in the organization. The responding 

organizations would appear to be fairly formalized with only 

10.2% of them not developing written job descriptions for 

any employees. As can be seen in Table 52, the distribution 

of written job descriptions is more prevalent among unit 

Managers and below. As one progresses through the corporate 

functions to the level of CEO, the use of written job
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descriptions declines markedly. Overall, results tend to 

indicate a moderate degree of formalization present in the 

responding firms.
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Table 52: Number and Percentage of Responding Firms by Firm 
Structure (Formalization) 

  

Formalization Number of Percentage 
Measures Responding Firms 

  

Employee handbooks are given to: 

No employees 3 2.0 % 
Only a few employees 8 5.4 
Many employees 45 30.6 
All employees 91 61.9 

Written job descriptions have 
been developed for: 

No employees 15 10.2 
Direct production employees 89 60.5 
Clerical employees 91 61.9 
Unit managers and supervisors 122 82.9 
Multi-unit managers 84 57.1 
Corporate functional managers 73 49.6 
CEO 43 29.2 
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Centralization most commonly refers to the locus of 

authority to make decisions in organizations (Ouchi et al. 

1968). 

Figures in Table 53 show that the level of 

centralization present in responding firms varied according 

to the decisions being made. For example, decisions 

concerning allocation of resources, new advertising and 

promotion programs, and expansion into new markets were more 

centralized than decisions concerning hiring and firing of 

employees, the amount of overtime to be worked in units, and 

the number of production workers required. As would be 

expected, decisions affecting the strategic direction of the 

firm were made by functional managers, CEO/President's and 

Board of Directors. Expansion into new markets was clearly 

the most centralized decision making activity and the hiring 

and firing of employees the least centralized decision 

activity.
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Table 53: Number and Percentage of Responding Firms by Firm 
Structure (Centralization) 

  

  

  

 Centralization Lowest Level with the Authority 
Measures to Make the Decisions (*) 

1 2 3 4 5 6 

N N N N N N 

% % % % % % 

The number of unit 0 1 15 22 94 14 
production workers (0.7) (10.3) (15.1) (64.4) (9.6) 
N = 146 

Amount of overtime 1 1 11 22 92 19 
worked at units (0.7) (0.7) (7.5) (15.1) (63.3) (12.9) 
N = 146 

Hiring and firing 0 1 5 10 99 31 
employees (0.7) (4.1) (6.8) (68.0) (21.1) 
N = 146 

Marketing expend. 4 45 49 27 21 0 
N = 146 (2.7) (30.6) (34.0) (18.4) (14.3) 

Expansion into new 16 102 20 5 3 0 
markets (10.9) (70.1) (13.6) (3.4) (2.0) 

N = 146 

New advertising and 2 56 67 11 9 1 
promotion progs (1.4) (38.1) (46.3) (7.5) (6.1) (0.7) 
N =147 

Allocation of 1 3 60 62 10 10 
resources (0.7) (2.0) (41.5) (42.2) (6.8) (6.8) 
N = 146 

(*) Key: 1 = Board of Directors 
2 = CEO/President 
3 = Functional Manager 
4 = Multi-unit Manager 
5 = Unit Manager 
6 = Sub-unit Manager
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Specialization is concerned with the division of labor, 

the distribution of official duties among a number of 

positions, and the degree of personal expertise within an 

organization (Pugh et al. 1968). Specialization is defined 

as the number of different occupational titles, or the 

different functional activities pursued within an 

organization (Hage and Dewar 1973; Payne and Mansfield 

1976). 

In terms of the degree of specialization of responding 

firms, it would appear on initial examination of the 

descriptive statistics in Table 54, that the majority of 

responding firms tended to have a high degree of 

specialization in their structure. The three positions that 

the majority of organizations did not employ one full-time 

individual were research and development, inventory control, 

and quality control. These findings are identical to the 

findings of Tse (1988). She states "..the reason for not 

having a position for inventory control and quality control 

could be due to the fact that oftentimes these activities 

were incorporated within the function of operations....for 

small companies, it is not unusual to find one person in 

charge of all these operational-related activities” (1988, 

p.106). There is no reason to suspect that the reasoning 

behind the present findings is different from that 

experienced in Tse's study.
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Table 54: Number and Percentage of Responding Firms by Firm 
Structure (Specialization) 

  

Specialization Number of Percentage 
Measure Responding Firms N = 146 

  

Activities which were 

the responsibility 
of at least one full 

time individual: 

Administrative procedures 112 76.2 

Financial resource 96 65.3 
management 

Inventory control 71 48.3 

Legal and insurance 79 53.7 
requirements 

Operations 129 87.8 

Public relations, advertising 94 63.9 
or promotion 

Personnel hiring and training 97 66.0 

Purchasing control 88 59.9 

Quality control 72 49.0 

Research and development 51 34.7 
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Performance 

For the purposes of this study, performance was tapped 

using the three measures of return on sales (net operating 

income before tax and interest divided by sales), return on 

assets (net operating income before tax and interest divided 

by assets), and growth in unit sales (change in total annual 

sales divided by number of units). 

The range of measures for each of these three measures 

was wide (see Table 55). However, the majority of responding 

firms fell somewhere between positive 6% and positive 20% 

for ROA and ROS. Only 9.5% of responding firms had a higher 

ROA than 21% and only 11.2% of responding firms had a higher 

ROS than 21%. Negative returns on both assets and sales were 

found in approximately 8.5% of responding firms. 

The distribution for average growth in unit sales was 

somewhat different than the distribution for ROS and ROA. As 

can be seen in Table 55, over 43.0 % of responding firms 

experienced a negative growth in unit sales while 

approximately 45.0 % of responding firms experienced a 

growth in unit sales between 1.0 % and 15.0 %. It appears 

that responding firms did not perform as well when measured 

in terms of growth in unit sales as compared to ROA and ROS. 

Tse (1988) and West (1988) also found this to be the case in 

their respective studies. One reason for this finding may be 

that the hospitality industry has become so competitive that



276 

greater emphasis is placed on internal cost-cutting policy 

than on external revenue-generating policies to improve 

bottom-line results. ROA and ROS are clearly profit-based 

measures of financial performance whereas growth in unit 

sales is a revenue-based measure of financial performance. 

This may account for the differences between the ROA and ROS 

measures of financial performance and the growth in unit 

sales measure.
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Table 55: Number and Percentage of Responding Firms by 
Financial Performance 

  

Performance Measures 

Number (N) and Percentage (%) of 
Responding Firms 

  

ROS ROA Growth in Unit Sales 

> or = -20% 1 ( 0.7%) 0 ( 0.0%) 13 ( 8.9%) 
-19% to -103% 0 ( 0.0) 1 ( 0.7) 8 ( 5.5) 
- 9% to OQO% 12 ( 8.2) 11 ( 7.5) 42 (28.7) 

1% to 5% 20 (13.7) 13 ( 8.9) 31 (21.2) 
6% to 10% 42 (28.7) 43 (29.4) 25 (17.1) 

11% to 15% 26 (17.8) 36 (24.6) 10 ( 6.8) 
16% to 20% 28 (19.1) 28 (19.1) 7 ( 4.8) 
21% to 25% 6 ( 4.1) 10 ( 6.8) 4 ( 2.7) 
26% to 30% 5 ( 3.2) 3 ( 2.0) 3 ( 2.0) 
31% to 35% 1 ( 0.7) 0 ( 0.0) 1 ( 0.7) 
36% to 40% 5 ( 3.2) 1 ( 0.7) 2(1.4) 
Above 403% 0 ( 0.0) 0 ( 0.0) 0 ( 0.0) 
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Statistical Analysis of Propositions 

Proposition One 

"Hospitality businesses, despite the fact that they all 

exist in an industry mature environment, will operate ina 

multitude of settings or environmental types." 

Proposition Two 

"Different environmental settings can be identified 

based on variables theoretically grounded in the 

environmental dimensions of complexity, dynamism, and 

munificence." 

As noted in the previous chapter, three steps were 

proposed to examine these two propositions. First, Pearson 

correlations between the 15 environmental variables were run 

in order to determine if there were indications of an 

underlying structure. As can be seen in Table 56, there are 

indeed indications of an underlying structure with 

munificence variables (GRO1-GRO3) being highly correlated 

with each other, dynamism variables (VOLAT1-VOLAT6) being 

correlated with each other, and complexity (CONCENI1- 

CONCEN6) showing correlation with each other. 

For an explanation of the abbreviations used for the 15 

environmental variables please refer to Table 57.
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Table 57: Abbreviations and Explanations of the 19 
Environmental Variables. 

  

  

Abbreviation Explanation 

GRO1 Sales average rate of growth 

GRO2 Number of units average rate of growth 

GRO3 Number of employees average rate of growth 

VOLAT1 Prices charged by suppliers of food, 
beverage or operating supplies 

VOLAT2 The availability of employees 

VOLAT3 Strategies adopted by competitors 

VOLAT4 Customers ' demand for your goods and 
services 

VOLATS5 Laws affecting your business 

VOLAT6 The availability of credit from financial 
institutions 

CONCEN1 Geographic concentration of suppliers 

CONCEN2 Geographic concentration of labor pool 

CONCEN3 Geographic concentration of customers 

CONCEN4 Geographic concentration of sales 

CONCENS5 Geographic concentration of competitors 

CONCEN6 Geographic concentration of operating 
units 

NEWSALES Percent of sales from new products 

USE1l Degree of product/market specialization 

USE2 Degree of product customization 

USE3 Degree of value added 
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Having determined the existence of some underlying 

structure in the environmental variables, the second step 

was performed. This involved conducting a confirmatory 

factor analysis on the 15 environmental variables (the four 

environmental variables of NEWSALES, USE1, USE2, and USE3 

were removed from the analysis due to a lack of validity) in 

order to determine the actual number of environmental 

variables that existed in the data. The confirmatory factor 

analysis was "used for the purpose of hypothesizing the 

existence of particular patterns of relationships in the 

data" (Nunnally 1978, p.389). Since the hypothesized factors 

were assumed to be orthogonal, a principal components 

analysis followed by a varimax rotation was used. 

The criteria used for accepting propositions one and two 

followed Kim and Mueller's (1978) three suggestions for 

confirmatory factor analysis. First, they suggest that at 

least three variables are required to load significantly 

(i.e., factor loadings greater or equal to .30) on any 

factor defined a priori. Second, they suggest that the 

eigenvalue of any common factor is greater than or equal to 

1.0, i.e., each significant factor must explain a proportion 

of the total variance that is greater than or equal to a 

Single variable's average percentage of the total variance. 

Third, they suggest that the factors are required to 

exhibit a simple structure, i.e., each factor must have
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relatively high loadings with an appropriate set of 

variables and fairly low loadings with the remaining 

variables. 

As can be seen in Table 58, the factor analysis 

resulted in three significant factors (i.e., eigenvalues 

greater or equal to 1.0) emerging from the factor analysis. 

If one applied the criteria outlined above to the factors, 

one can see that all three criteria are met. At least three 

a priori variables load significantly (i.e., loadings 

greater or equal to .30) on each factor; the eigenvalues for 

each of the three factors are greater than 1.0; and they 

exhibit relatively simple structure. However, as noted by 

Dess and Beard (1982), principal components analysis with 

varimax rotation extracts factors that are by definition 

independent (orthogonal). Therefore it is necessary to 

further investigate the viability of such independence. In 

order to do this, a principal factor solution with oblique 

rotation was developed. As can be seen in Table 59, the 

variables' loadings on the three factors is almost identical 

between the two rotations.
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Table 58: Factor Analysis of Environmental Variables Using 
Varimax Rotation 

  

  

VARIABLE FACTOR 1 FACTOR 2 FACTOR 3 COMMUNALTY 

GRO1 -.00458 .87190 .03849 -76171 
GRO2 -.06088 -95310 ~01711 ~91241 
GRO3 -.03156 -94885 -06250 ~90522 
VOLAT 1 .07681 -.02878 ~70395 -50228 
VOLAT2 -.23035 -.13365 ~57115 -39714 
VOLAT3 .03890 -.04925 -55644 ~ 31357 
VOLAT4 ~03359 .11378 ~71575 -52638 
VOLATS5 -.17007 ~15395 - 53930 - 34348 
VOLAT6 -09482 .07878 -53766 - 30428 
CONCEN1 -64653 -.10582 -.04185 - 43087 
CONCEN2 ~70431 .00939 -.06099 -49986 
CONCEN3 - 85302 -.06764 - .06532 ~ 73449 
CONCEN4 .87413 -.02314 -.02924 -76549 
CONCENS5 -70851 -.02909 -.00677 -50288 
CONCEN6 -76770 ~11952 . 18499 -63786 

  

Factor Eigenvalues 

3.63590 2.73158 2.17250 
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Table 59: Factor Analysis of Environmental Variables Using 
Oblique Rotation. 

  

  

VARIABLE FACTOR 1 FACTOR 2 FACTOR 3 COMMUNALTY 

GRO1 ~.01987 -87270 .06927 ~76171 
GRO2 -.07614 -95378 .05189 -91241 
GRO3 -.04758 ~95114 .09651 ~90522 
VOLAT 1 -06454 - 00266 . 70083 -50228 
VOLAT2 -.23849 -.10296 -57057 - 39714 
VOLAT3 -02962 -—.02399 ~55347 ~ 31357 
VOLAT4 -01888 - 14634 -71850 -22638 
VOLATS5 -.18217 ~ 18177 -54768 - 34348 
VOLAT6 -08385 - 10204 -53811 - 30428 
CONCEN1 -64876 -.11879 -.05844 ~ 43095 
CONCEN2 - 70506 -.00561 -.07465 -49986 
CONCEN3 -85502 -.08531 -.08466 ~ 73649 
CONCEN4 ~87477 -.03954 -.04746 - 76549 
CONCENS5 - 70889 -.04159 -.02192 -50288 
CONCEN6 - 76226 ~11473 ~17374 -63786 

  

Factor Eigenvalues 

3.63590 2.73158 2.17250 
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On examination, these three factors clearly represent 

the three environmental dimensions of complexity (FACTOR 1), 

munificence (FACTOR 2), and dynamism (FACTOR 3). All three a 

priori munificence variables loaded significantly on the 

munificence factor. All seven of the dynamism variables 

loaded significantly on the dynamism factor. Seven of the 

nine complexity variables loaded significantly on the 

complexity factor. The two complexity variables, product 

customization and value added, loaded on the environmental 

dynamism dimension and not on the environmental complexity 

dimension as was originally anticipated. These two variables 

were designed to tap the construct of environmental 

homogeneity-heterogeneity (complexity); the logic being that 

the higher the level of product customization and value 

added, the more heterogeneous the operating environment and, 

in turn, the more complex it is. There is no theoretical 

justification for these two variables loading on the 

dynamism dimension. 

The third step in examining propositions one and two 

involves using cluster analysis to identify densely 

populated regions within the n-dimensional space ("n" here 

refers to the number of environmental dimensions deemed to 

exist in the data from the preceding factor analysis). Hair 

et al. (1987) state
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",.cluster analysis is the name for a group of 
multivariate techniques whose primary purpose is to 
identify similar entities from the characteristics 
they possess. It identifies and classifies objects 
or variables so that each object is very similar to 
others in its cluster with respect to some 
predetermined selection criteria. The resulting 
object clusters should then exhibit high internal 
(within-cluster) homogeneity and high external 
(between-cluster) heterogeneity" (p.295). 

The clustering technique used here was hierarchical in 

nature. Hierarchical clustering techniques, specifically 

Ward's method and the average linkage approach. These two 

approaches are the best available for the purpose of 

developing typologies (Hair, Anderson, and Tatham 1987). 

Table 60 includes the results of the cluster analysis.
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Table 60: Profiles of the Four Clusters of Hospitality 

* 

Environments 

  

Variable (*) Cluster Number 

  

2 3 

(n=60) (n=32) (n=40) (n=13) 

GRO1 1.97 2.81 5.02 2.46 
(0.91) (1.37) (1.33) (0.77) 

GRO2 1.29 2.41 5.05 2.15 
(0.61) (1.47) (1.22) (1.28) 

GRO3 1.52 2.53 5.07 2.38 
(0.77) (1.48) (1.12) (1.12) 

VOLAT1 3.11 4.00 3.22 2.46 
(1.19) (1.24) (1.04) (1.19) 

VOLAT2 4.18 4.37 3.61 2.46 
(1.34) (1.12) (1.26) (0.96) 

VOLAT3 3.41 3.28 3.54 2.54 
(1.17) (1.30) (1.18) (1.26) 

VOLAT4 3.00 3.44 3.22 2.23 
(1.00) (1.10) (1.21) (1.01) 

VOLAT5 3.14 3.34 3.65 2.07 
(1.40) (1.18) (1.31) (0.95) 

VOLAT6 2.65 4.43 2.78 1.77 
(1.43) (1.22) (1.49) (0.92) 

CONCEN1 2.80 4.56 2.90 4.30 
(1.49) (1.52) (1.53) (1.03) 

CONCEN2 2.36 3.75 2.63 4.46 
(1.22) (1.79) (1.22) (1.05) 

CONCEN3 2.80 4.25 2.95 4.69 
(1.23) (1.21) (1.53) (0.85) 

CONCEN4 2.57 4.00 2.927 4.846 
(1.05) (1.34) (1.33) (0.68) 

CONCENS5 2.52 4.87 2.78 5.00 
(1.27) (1.07) (1.40) (0.57) 

CONCEN6 2.87 4.69 3.46 5.00 
(1.36) (1.23) (1.39) (0.91) 
  

" Means reported; standard deviations in parentheses 
(*) For an explanation of environmental abbreviations please 

see Table 57.
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Closer examination of Table 60 allows one to draw 

distinct observations about the four clusters. 

Cluster 1, accounting for 60 (41.1%) of the sample, has 

three distinguishing characteristics. First, firms in this 

cluster experience a low level of environmental munificence; 

second, they experience a relatively high level of 

environmental dynamism; and third, the 60 organizations in 

this cluster experience only a moderate level of 

environmental complexity. 

Cluster 2, accounting for 32 (21.9%) of the sample, is 

Similar to cluster 1 in that firms in this cluster also 

experience relatively low levels of environmental 

munificence. However, they experience relatively high levels 

of environmental dynamism and environmental complexity. 

The firms in Cluster 3, accounting for 41 (28.1%) of the 

sample, experience very high levels of environmental 

munificence with only moderate degrees of environmental 

dynamism. In terms of environmental complexity, it seems 

that the firms in this cluster experience relatively low 

levels of complexity. 

The final cluster comprises of 13 (8.9%) of the sample 

and is perhaps best characterized by its relatively high 

level of environmental complexity. Firms in cluster 4 appear 

to experience relatively low levels of both munificence and



289 

dynamism. 

Firms in each of these four environmental types are 

tested for strategy differences under proposition three. 

It should be noted that in order to further investigate 

propositions three through five it was necessary to create a 

scale for each environmental dimension and then to cluster 

the dimensions using these scales as opposed to the 

individual variables themselves. This procedure is widely 

accepted and often used in multivariate statistical analysis 

(Dess and Beard 1982; Churchill 1979; Hambrick 1983). Three 

scales were developed, one for each of the three 

environmental dimensions being tapped. The scales were 

developed by taking the mean of the variable measuring the 

dimension in question. For example, the munificence scale 

was developed by taking the mean of GRO1 through GRO3. 

However, in order to check the results of the cluster 

analysis using the three scales, a cluster analysis was also 

conducted on the 15 environmental variables. The findings 

were not significantly different from the findings presented 

in Table 60 thus indicating the validity of the scale method 

used. 

In order to check on the validity of the above findings a 

validation procedure outlined by Punj and Stewart (1983) was 

used. A hierarchical cluster analysis is performed on a 

subset of observations. Then the centroids for a four
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cluster solution are used. A non-hierarchical cluster 

analysis is then performed on the holdout sample in which 

each observation is assigned to the nearest centroid 

obtained from the earlier step. The holdout sample is then 

cluster analyzed the same way as in the first step. Cluster 

assignments from the hierarchical and non-hierarchical 

analyses are compared and a final cluster analysis is 

performed on the entire set. Table 61 shows the results of 

this validation check. 

Interpretation of Table 61 should proceed with care 

because, as noted by Punj and Stewart (1983), the clusters 

may not be numbered the same in the two approaches, i.e., 

the hierarchical (HCLUS) and the non-hierarchical (NCLUS) 

procedures may number the four clusters differently. 

Examination of Table 61 indicates that 58 out of 72 cases 

were placed in the same clusters using the two clustering 

techniques. The significance levels of .00000 using the 

Goodman and Kruskal Tau statistic indicate that there is no 

Significant difference in the way the cases are clustered 

dependent on the clustering method used. This leads one to 

conclude that the original four clusters are valid.
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Table 61: Punj-Stewart Validation of Cluster Analysis Using 
Non-Hierarchical Clustering (NCLUS) and 
Hierarchical Clustering (HCLUS) Techniques on Four 
Environmental Clusters. 

HCLUS4 
Count 

Row Pct 

Col Pct Row 
Tot Pct 1 2 3 4 Total 

NCLUS  —__ rrr rrr rrr rrr rss 
1 2 18 3 1 24 

8.3 75.0 12.5 4.2 33.3 
14.3 85.7 20.0 4.5 
2.8 25.0 4.2 1.4 

2 2 1 11 2 16 
12.5 6.3 68.8 12.5 22.2 
14.3 4.8 73.3 9.1 
2.8 1.4 15.3 2.8 

3 10 2 1 13 
76.9 15.4 7.7 18.1 
71.4 9.5 6.7 
13.9 2.8 1.4 

4 19 19 
100.0 26.4 
86.4 
26.4 

Column 14 21 15 22 72 
Total 19.4 29.2 20.8 30.6 100.0 

Statistic Value Approximate 
Signif.(*) 

  

Goodman and Kruskal Tau: 
with NCLUS dependent -56202 -00000 
with HCLUS4 dependent -57388 -00000 

(*) Based on Chi-Square approximation
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Analysis of Four Environmental Clusters 

The labeling of clusters is always a subjective procedure 

based on the researcher's familiarity and understanding of 

the data. This subjective exercise can however be 

supplemented with quantitative data provided by the 

relatively sophisticated multivariate statistical technique 

of multiple discriminant analysis. 

In order to determine if there were some items which were 

more powerful in discriminating between clusters than 

others, a multiple discriminant analysis was run on the four 

clusters. Table 62 shows the canonical discriminant 

functions for the discriminant analysis. 

The functions were interpreted following the procedure 

recommended by Hair et al. (1987) and already used earlier 

in this chapter in the interpretation of a multiple 

discriminant analysis on the Miles and Snow (1978) strategic 

variables. The structure correlations or discriminant 

loadings were examined to aid in determining the relative 

contribution of each independent variable to the 

discriminating function. Table 63 shows the discriminant 

loadings for each variable which contribute the most 

discriminating power to each function. 

Table 63 shows that environmental munificence variables 

have the most discriminating power in function l, 

environmental dynamism variables have the most
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discriminating power in function 2, and environmental 

complexity variables have the most discriminating power in 

function 3. 

In order to check how valid the clusters are, it is usual 

to use a hold-out sample and compare it with an analysis 

sample. However, because of the "n" sizes in each of these 

four clusters it would not be methodologically valid to 

conduct the analysis using a hold-out and analysis sample.
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Clusters 

Canonical Discriminant Functions - Environmental 

  

Canonical 

Correlation 

0.8762420 
0.8141943 
0.5818802 

Significance 

0.0000 
0.0000 

Function Eigenvalue Percent of 
Variance 

1 3.30663 57.16 
2 1.96659 33.99 
3 0.51191 8.85 

After Wilks' Chi-Square D.F. 
Function Lambda 

0 0.0517701 404.17 45 
1 0.2229550 204.86 28 
2 0.6614155 56.42 13 0.0000 
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Table 63: Discriminant Loadings of Environmental Variables 
on Three Functions. 

  

  

Variable Function 1 Function 2 Function 3 

GRO2 0.76676 0.25201 0.12077 
GRO3 0.73352 0.23270 0.08752 
GRO1 0.60256 0.17288 0.14931 

CONCENS5 -0.12876 0.58396 -0.27501 
CONCEN4 -0.02091 0.42820 -0.24531 
CONCEN3 -0.08199 0.35610 ~0.26664 
CONCEN1 -0.09150 0.35141 -0.08047 
CONCEN2 -0.05494 0.33733 -0.32181 

VOLAT6 -0.06382 0.28679 0.58977 
VOLAT2 -0.09700 -0.02304 0.54811 
VOLAT1 -0.02488 0.15711 0.41659 
CONCEN4 -0.05125 0.40213 -0.41416 
VOLAT4 0.03261 0.05876 0.38590 
VOLATS5 0.09673 -0.01241 0.37390 
VOLAT3 0.04691 -0.06705 0.25386 
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Using the information provided by the discriminant 

functions and the structure matrix loadings it is possible 

to determine the ranking of the variables in terms of their 

discriminatory value. Use also has to be made of the 

information in Table 62 to enable a more comprehensive 

interpretation of the data. The means of environmental 

variables and their standard deviations need be examined in 

conjunction with the the information provided by the 

multiple discriminant analysis in order to interpret the 

findings substantively to profile the characteristics of 

each clusters. 

In order to aid interpretation of the multiple 

discriminant analysis results use is also made of rotated 

correlations (loadings) and the group centroids provided in 

the discriminant analysis output. Table 63 shows the 

loadings which are significant for each function. In order 

to determine which clusters each function discriminates 

between, it is necessary to examine the cluster centroids 

and see where the differences lie. Is should be noted that 

this procedure is merely a distance assessment and not a 

Statistical measure although it is usually considered 

sufficient (Hair et al. 1987). Cluster centroids for each 

cluster are listed in Table 65 and are plotted in Figures 10 

through 12.
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Table 65: Cluster Centroids for the Four Environmental 

  

  

Clusters 

Cluster Centroids 

Cluster Function 1 Function 2 Function 3 

1 -1.20707 -1.34001 0.09537 

2 -1.11569 2.18744 0.59277 

3 2.87374 -0.08922 0.08297 

4 -0.65310 1.18466 -2.16833 
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Figure 10: Map of Discriminant Function 1 and Function 2
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Figure 11: Map of Discriminant Function 1 and Function 3 
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Figure 12: Map of Discriminant Function 2 and Function 3
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On examination of function l, it can be seen that the 

cluster centroid is -1.73878, for cluster 2 it is -2.57036, 

for cluster 3 it is 4.84328, and for cluster 4 it is 

1.65695. From these figures it can be concluded that the 

primary source of the differences for this function is 

between clusters 1, 2, and 4 versus cluster 3. Applying a 

similar logic to functions 2 and 3, it is suggested that the 

primary source of the differences for function 2 is between 

clusters 1 and 2, and that the primary source of the 

differences for function 3 is between clusters 1, 2, and 3 

versus cluster 4. 

In other words, function 1 which is characterized by 

munificence variables has the most discriminatory power 

between clusters 1, 2, and 4 versus cluster 3; function 2 

which is characterized by dynamism variables has the most 

discriminatory power between clusters 2, 3, and 4 versus 

cluster 1; and function 3 which is characterized by 

complexity variables has the most discriminatory power 

between clusters 1, 2, and 3 versus cluster 4. The 

individual characteristics of each cluster are now 

discussed. 

(a) Cluster 1 

Cluster 1, as noted, is characterized by relatively 

low levels of munificence, high levels of dynamism, and 

moderate levels of complexity. Comparison of cluster
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centroids suggested that dynamism variables (function 2) are 

the primary source of differences between this cluster and 

the three other clusters. Indeed, cluster 1 is characterized 

by high levels of volatility in the availability of 

employees, strategies adopted by competitors, and laws 

affecting business. The availability of credit from 

financial institutions has the most discriminatory power 

followed by the availability of employees, and prices 

charged by suppliers. The remaining three dynamism items 

(volatility in strategies adopted by competitors, volatility 

in customer demand, and volatility in laws affecting 

business) also have statistically significant 

discriminatory power between this cluster and the other 

three clusters although they are less powerful than the 

other three dynamism items already discussed. 

Based on this interpretation of the multiple discriminant 

analysis results, cluster 1 was labeled a "Highly Dynamic" 

environment. 

(b) Cluster 2 

Cluster 2 is characterized by low levels munificence and 

relatively high levels of both dynamism and complexity. 

Unlike the other three clusters, a comparison of cluster 

centroids does not lead one to conclude that any one 

function is more effective in explaining the differences 

between this cluster and other clusters. Examination of
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variable means and standard deviations for cluster 2 shown 

in Table 60 suggest that this cluster is characterized by 

relatively low levels of growth in sales, units and 

employees. Based on these characteristics, this cluster was 

labeled a "Low Growth" environment. 

(c) Cluster 3 

Cluster 3 is characterized by firms which experience 

very high levels of environmental munificence and moderate 

levels of environmental dynamism and low levels of 

environmental complexity. As noted, comparison of cluster 

centroids suggested that munificence variables (function 1) 

are the primary source of differences between this cluster 

and the remaining three clusters. 

Average rate of growth in the number of units has the 

most discriminatory power followed by average rate of growth 

in number of employees. Average rate of growth in sales has 

the least discriminatory power for this cluster, although it 

is still statistically significant. 

Given this information, cluster 3 was labeled a "High 

Growth" environment. 

(d) Cluster 4 

Cluster 4 is characterized by firms which experience 

relatively high levels of environmental complexity and low 

levels of environmental munificence and environmental 

dynamism. Comparison of group centroids suggested that is
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was indeed the complexity variables (function 3) which were 

the primary source of differences between this cluster and 

the remaining three clusters. 

The complexity variables with the most discriminatory 

power for this cluster are, in descending order, a 

geographically wide dispersion of (a) competitors, (b) 

sales, (c) customers, (d) suppliers, and (e) employees. This 

cluster was labeled a "Complex" environment. 

In sum, Table 65 shows the characteristics of each 

cluster in terms of the three environmental dimensions of 

munificence, dynamism, and complexity. The multivariate 

statistical procedures used to examine propositions one and 

two result in support for each proposition. That is, the 

responding firms operate in several settings or 

environmental types which can be identified based on 

variables theoretically grounded in the environmental 

dimensions of complexity, dynamism, and munificence.
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Table 65: Cluster Characteristics on Three Environmental 

Dimensions of Munificence, Dynamism, and 

  

  

Complexity. 

Dimension Cluster 1 Cluster 2 Cluster 3 Cluster 4 

Environmental LOW LOW HIGH LOW 

Munificence 

Environmental HIGH HIGH MODERATE LOW 

Dynamism 

Environmental MODERATE HIGH LOW HIGH 

Complexity 

 



306 

Proposition Three 

"The primary strategies pursued by high-performers among 

different environmental types will closely resemble Miles 

and Snow's (1978) four strategic types of Defenders, 

Analyzers, Prospectors and Reactors, and will differ from 

the primary strategies pursued by low-performers among 

different environmental types." 

In order to investigate proposition three, responding 

firms were categorized as either being high or low 

performers according to the three performance measures of 

return on sales, return on assets, and growth in unit sales. 

High and low performing firms were categorized according 

to criteria utilized in previous studies investigating 

performance in the hospitality industry (Tse 1988; VanDyke 

1985; Schaffer 1986). High performers were defined as those 

firms which fell within the seventy-fifth (75th) percentile 

and above on the sample financial measures, while low 

performers were defined as those firms which fell within the 

twenty-fifth (25th) percentile and below. 

High and low performers were determined in each of the 

four environmental types of dynamic environments; low growth 

environments; high growth environments; and complex 

environments. T-tests were then conducted to see if there 

was any significant differences in each of the 23 strategic
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attributes between high and low performing firms in each of 

the four environmental types. Tables 66 through 77 show the 

results of these tests. 

Return on Sales 

Tables 66 through 69 are concerned with the strategic 

attributes of high and low performers in each of the four 

environmental types measured in terms of return on sales. 

In dynamic environments, although not significant, there 

were differences between high and low performers along 

several strategic attributes. It appears that high 

performers in dynamic environments, as gauged by return on 

sales, are more analyzer-like than anything else with an 

emphasis on defender-like strategies such as cost control 

(MILSNO2), quality control (MILSNO7), maintaining low 

inventories (MILSNO10), and maintaining operational 

efficiency (MILSNO19), and an emphasis on prospector-like 

strategies such as searching for new markets and 

opportunities (MILSNO20), keeping track of competition 

(MILSNO21), regular renovation/refurbishment (MILSNO22), and 

conducting consumer research (MILSNO23). 

Low performers in dynamic environments appear to be more 

defender-like in nature with an emphasis on maintaining 

operational efficiency (MILSNO19), cost control (MILSNO2), 

being price competitive (MILSNO12), and quality control
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(MILSNO7). 

In low growth environments (see Table 67), high 

performers were statistically significantly different from 

low performers along three strategic attributes. High 

performers placed less emphasis than low performers on 

controlling quality (MILSNO7), and a significantly greater 

emphasis on serving a variety of markets/segments 

(MILSNO14), and regular renovation/refurbishment (MILSNO22). 

In addition, high performers tended to place a greater 

emphasis on several other prospector-like strategies such as 

new product/service development (MILSNO9), introducing 

innovative service methods (MILSNO18), searching for new 

markets and opportunities (MILSNO20), keeping track of 

competition (MILSNO21), and conducting consumer research 

(MILSNO23). High performers in low growth environments 

therefore appear to be more prospector-like than anything 

else. 

Examination of Table 67 indicates that low performers are 

defender-like in their orientation in that they emphasize 

such strategies as cost control (MILSNO2), quality control 

(MILSNO7), maintaining low inventories (MILSNO10), being 

price competitive (MILSNO12), and maintaining operational 

efficiency (MILSNO19). 

In high growth environments high performers tended to 

place a greater emphasis on focusing on specific
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markets/segments (MILSNO1), cost control (MILSNO2), building 

reputation of business in local community (MILSNO4), 

monitoring guest satisfaction (MILSNO5), responding to 

changing market conditions before competitors (MILSNO8), 

being price competitive (MILSNO12), testing new marketing 

ideas and methods (MILSNO13), serving a variety of 

markets/segments (MILSNO14), controlling material/supply 

sources, searching for new markets/opportunities (MILSNO20), 

keeping track of competition (MILSNO21), and regular 

renovation/refurbishment (MILSNO22) than did low performers 

(see Table 68). It appears that high performers are more 

analyzer-like than anything else. Low performers on the 

other hand appear to possess characteristics that are 

defender-like in nature in that they emphasize strategic 

variables such as cost control (MILSNO2), quality control 

(MILSNO7), and maintaining operational efficiency 

(MILSNO19). The final type of environment was complex in 

nature. Low performers in complex environments are 

defender-like in nature in that they emphasize strategies 

such as cost control (MILSNO2), quality control (MILSNO7), 

maintaining operational efficiency (MILSNO19), and being 

price competitive (MILSNO12). As can be seen in Table 69 

high performers in complex environments, according to return 

on sales, pursue strategies which appear to analyzer-like in 

nature. In other words, they place emphasis on strategic
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attributes that are both defender-like in nature, e.g., 

focusing on specific markets/segments, cost control, 

monitoring guest satisfaction, and prospector-like, e.g., 

searching for new markets/opportunities, keeping track of 

competition, and regular renovation/refurbishment. 

Return on Assets 

Table 70 shows the statistically significant differences 

between high and low performers in dynamic environments as 

measured by return on assets. The differences between 

strategic attributes lend support for the findings already 

discussed in Table 66, i.e., that high performers in dynamic 

environments are more analyzer-like than are low performers 

which in turn are more defender-like. Table 70 shows that 

low performers, measured in terms of return on assets, in 

dynamic environments placed a greater emphasis on the 

following defender-like attributes than did high performers: 

cost control (MILSNO2), quality control (MILSNO7), 

maintaining operational efficiency (MILSNO19), and being 

price competitive (MILSNO12). As can be seen in Table 70, 

high performers tended to emphasize strategies that were 

both defender-like and prospector-like in nature. 

In low growth environments (see Table 71) low performers 

emphasize strategic attributes that are defender-like in 

nature, e.g., they placed a greater emphasis on focusing on 

specific markets/segments (MILSNO1), cost control (MILSNO2),



311 

and controlling quality (MILSNO7). High performers appear to 

possess characteristics that are both defender-like and 

prospector-like in nature, e.g., MILSNO2 (cost control), 

MILSNO19 (maintaining operational efficiency), MILSNO6 

(providing a high level of service), and MILSNO21 (keeping 

track of competition). 

Examination of the means and standard deviations in Table 

72 would seem to suggest that high performers in high growth 

environments are somewhat analyzer-like in nature with an 

emphasis on MILSNO2 (cost control), MILSNO7 (controlling 

quality), MILSNO19 (maintain operational efficiency), 

MILSNO1 (focusing on specific markets/segments), searching 

for new markets/opportunities (MILSNO20), and keeping track 

of competition (MILSNO21). Low performers appear to be more 

defender-like in nature. 

High and low performers operating in complex environments 

are shown in Table 73. Low performers emphasized MILSNO2 

(cost control), MILSNO7 (controlling quality), MILSNO12 

(maintaining operational efficiency), and MILSNO19 

(maintaining operational efficiency). These characteristics 

are defender-like in nature. Examination of Table 73 would 

seem to indicate that high performers, as meaSured by return 

on assets, are more analyzer-like in nature than anything 

else since they seem to place equal emphasis on strategies 

that are both defender and prospector-like in nature.
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Growth in Unit Sales 

In dynamic environments (see Table 74), high performers 

as measured by growth in unit sales, placed a greater 

emphasis on cost control (MILSNO2), training and development 

(MILSNO3) and building the reputation of the business in the 

local communities (MILSNO4), than did low performers. High 

performers also emphasized maintaining operational 

efficiency (MILSNO19) and being price competitive 

(MILSNO12). Unlike Tables 66 and 70 which suggested that 

high performers in dynamic environments are analyzer-like, 

high performers in dynamic environments according to growth 

in unit sales appear to be defender-like in nature. Low 

performers do appear to be somewhat prospector-like in 

nature in that they place more of an emphasis on MILSNO9 

(new product/service development), MILSNO13 (testing new 

Marketing ideas and methods), MILSNO18 (introducing 

innovative service methods), MILSNO21 (keeping track of 

competition), MILSNO22 (regular/renovation refurbishment), 

and MILSNO23 (conducting consumer research) than do high 

performers. 

Table 75 shows high and low performers in low growth 

environments as measured by growth in unit sales. Low 

performers in this type of environment tended to emphasis 

characteristics that were defender-like in nature such as 

controlling quality (MILSNO7), maintaining low inventories
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(MILSNO10), being price competitive (MILSNO12), controlling 

material/supply sources (MILSNO15), and maintaining 

operational efficiency (MILSNO19). High performers on the 

other hand, tended to emphasize a combination of both 

defender and prospector-like characteristics thus making 

them analyzer-like in nature. 

Low performers in high growth environments, according to 

growth in unit sales, placed greater emphasis on 

defender-like strategies than they did on prospector-like 

strategies. For example, low performers tended to emphasize 

cost control (MILSNO2), controlling quality (MILSNO7), being 

price competitive (MILSNO12), and maintaining operational 

efficiency (MILSNO19). High performers tended to emphasize 

strategies that were both prospector and defender-like in 

nature. Table 76 would thus seem to suggest that high 

performers as measured by growth in unit sales in high 

growth environments essentially pursued more of an 

analyzer-like strategy while low performers were more 

defender-like in nature. 

Finally, Table 77 shows strategic attributes means for 

low and high performers in complex environments as measured 

by growth in unit sales. High performers in this type of 

environment placed a greater emphasis on maintaining low 

inventories (MILSNO10), testing new marketing ideas and 

methods (MILSNO13), and searching for new
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markets/opportunities (MILSNO20) than did low performers. 

High performers, on examination of Table 77, seem to be both 

defender and prospector-like in nature and have therefore 

been labeled as analyzers. Low performers tend to emphasize 

those strategic variables that are defender-like in nature 

such as cost control (MILSNO2), focusing on specific 

markets/segments (MILSNO1), controlling quality (MILSNO7), 

and being price competitive (MILSNO12) 

Table 78 summarizes the findings of proposition three in 

terms of the strategic orientation pursued by both high and 

low performers in each of the four types of environments. 

The purpose of proposition three was (a) to determine if 

the primary strategies pursued by high performers in the 

four environmental types differed from the primary 

strategies pursued by low performers in the same 

environmental types, and (b) if these strategies conformed 

to Miles and Snow's (1978) strategic typology. Clearly, 

Table 78 indicates that high and low performers in each type 

of environment do indeed pursue different strategies. 

Moreover, both high and low performing organizations were 

identified as pursuing a strategy which conformed to the 

strategies proposed by Miles and Snow. 

There appears to be inconclusive evidence to suggest 

that a match between strategy pursued and type of 

environment leads to higher performance. With two
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exceptions, analyzer-like organizations consistently 

out-performed other strategic types, regardless of 

environmental characteristics. 

The relationship or "match" between strategy, environment 

and performance is further discussed in Chapter Five.
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Table 66: Strategic Attribute Means of High and Low 
Performers in Dynamic Environments According to 
Return on Sales 

  

  

  

Strategic Low Performers High Performers 
Attributes (n = 19) (n = 17) 

MILSNO1 4.21 4.47 
MILSNO2 4.89 5.11 
MILSNO3 4.36 4.17 
MILSNO4 4.15 4.64 

MILSNO5 4.73 4.82 
MILSNO6 5.05 4.64 

MILSNO7 5.00 5.11 
MILSNO8 3.73 3.94 

MILSNO9 3.78 3.17 

MILSNO10 3.10 3.88 * 
MILSNO11 3.68 3.52 
MILSNO12 4.10 4.17 
MILSNO13 3.47 3.47 
MILSNO14 3.42 3.94 
MILSNOL15 3.78 3.47 
MILSNO16 2.89 2.52 
MILSNO17 3.52 3.47 
MILSNO18 3.78 3.41 
MILSNO19 4.78 5.17 
MILSNO20 4.00 4.47 
MILSNO21 3.57 4.47 * 

MILSNO22 4.05 4.47 
MILSNO23 3.05 3.41 

* Significance of difference between means (t test), p <.05



317 

Table 67: Strategic Attribute Means of Low and High 
Performers in Low Growth Environments According to 
Return on Sales. 

  

  

Strategic Low Performers High Performers 
Attribute (n = 12) (n = 9) 

MILSNO1 5.08 4.55 
MILSNO2 5.08 4.00 
MILSNO3 4.50 3.88 
MILSNO4 4.25 4.44 
MILSNO5 5.16 5.11 
MILSNO6 5.33 4.55 
MILSNO7 5.75 4.88 * 
MILSNO8 3.75 4.77 
MILSNO9 3.75 3.88 
MILSNO10 3.50 3.44 
MILSNO11 3.08 3.88 
MILSNO12 4.66 3.66 
MILSNO13 3.83 4.00 
MILSNO14 3.25 4.55 * 
MILSNO15 3.58 3.00 
MILSNO16 3.50 3.55 
MILSNO17 4.41 4.11 
MILSNO18 3.58 4.44 
MILSNO19 4.91 4.33 
MILSNO20 3.92 4.55 
MILSNO21 3.75 4.66 
MILSNO22 3.75 4.88 * 
MILSNO23 3.25 4.44 

  

* Significance of difference between means (t test), p <.05
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Table 68: Strategic Attribute Means of Low and High 
Performers in High Growth Environments According 
to Return on Sales. 

  

  

  

Strategic Low Performers High Performers 
Attributes (n = 8) (n = 16) 

MILSNO1 4.50 5.25 * 
MILSNO2 5.50 5.56 
MILSNO3 5.00 4.93 
MILSNO4 4.87 5.18 
MILSNO5 4.75 5.12 
MILSNO6 5.62 5.25 
MILSNO7 5.37 5.25 
MILSNO8 3.87 4.68 
MILSNO9Y 3.87 3.81 
MILSNO10 3.37 3.87 
MILSNO11 3.25 3.62 
MILSNO12 4.37 4.56 
MILSNO13 3.87 4.12 
MILSNO14 3.25 3.81 
MILSNO15 4.12 4.25 
MILSNO16 3.37 3.12 
MILSNO17 3.87 3.87 
MILSNO18 3.87 3.31 
MILSNO19 5.62 5.18 
MILSNO20 4.25 4.75 
MILSNO21 3.87 4.56 

MILSNO22 3.62 4.18 
MILSNO23 3.75 3.12 

* Significance of difference between means (t test), p <.05
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Table 69: Strategic Attribute Means of Low and High 
Performers in Complex Environments According to 
Return on Sales. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 2) (n = 3) 

MILSNO1 4.60 5.33 
MILSNO2 5.40 5.44 
MILSNO3 5.20 4.88 
MILSNO4 5.40 5.55 
MILSNOS5 4.60 5.33 
MILSNO6 5.80 5.22 
MILSNO7 5.60 5.11 
MILSNO8 3.60 4.55 
MILSNO9Y 4.00 3.88 
MILSNO10 3.40 3.88 
MILSNO11 3.00 3.55 
MILSNO12 4.20 4.88 
MILSNO13 4.00 4.00 
MILSNO14 3.40 3.33 
MILSNOI15 4.40 3.77 
MILSNO16 3.80 3.22 
MILSNO17 3.40 3.55 
MILSNO18 4.00 3.22 
MILSNO19 5.60 5.00 
MILSNO20 4.60 4.66 

MILSNO21 4.00 4.55 
MILSNO22 3.40 4.22 
MILSNO23 3.83 3.11 
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Table 70: Strategic Attribute Means for Low and High 
Performers in Dynamic Environments According to 
Return on Assets. 

  

  

  

Strategic Low Performers High Performers 
Attribute (n = 17) (n = 11) 

MILSNO1 4.47 4.36 
MILSNO2 5.23 4.63 
MILSNO3 4.35 4.09 
MILSNO4 4.41 3.90 
MILSNO5 4.82 4.09 
MILSNO6 5.05 3.81 * 
MILSNO7 5.17 4.63 
MILSNO8 4.05 4.09 
MILSNO9 3.70 3.27 
MILSNO10 3.17 3.90 * 
MILSNO11 3.76 3.18 
MILSNO12 4.35 4.18 
MILSNO13 3.35 3.72 
MILSNO14 3.76 4.09 
MILSNO15 4.17 3.00 * 
MILSNO16 3.35 2.63 
MILSNO17 3.76 3.18 
MILSNO18 3.64 3.54 
MILSNO19 5.11 4.36 
MILSNO20 3.64 4.45 
MILSNO21 3.82 4.36 

MILSNO22 3.82 3.81 
MILSNO23 3.23 3.72 

* Significance of difference between means (t test), p <.05
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Table 71: Strategic Attribute Means for Low and High 
Performers in Low Growth Environments According to 
Return on Assets. 

  

  

Strategic Low PerformersHigh Performers 
Attributes (n = 9) (n = 8) 

MILSNO1 5.00 4.37 
MILSNO2 4.77 4.50 
MILSNO3 4.44 4.12 
MILSNO4 4.33 4.25 
MILSNO5 5.22 4.87 
MILSNO6 5.55 4.87 
MILSNO7 5.77 4.87 * 
MILSNO8 3.55 4.62 * 
MILSNO9 3.33 3.87 * 
MILSNO10 3.22 3.50 
MILSNO11 3.00 3.25 
MILSNO12 4.55 4.00 
MILSNO13 3.33 3.62 
MILSNO14 3.00 3.87 
MILSNO15 3.00 3.37 
MILSNO16 3.44 3.00 
MILSNO17 4.11 3.50 
MILSNO18 3.55 4.25 
MILSNO19 4.33 4.50 
MILSNO20 4.00 4.00 
MILSNO21 3.88 4.50 

MILSNO22 4.22 4.25 
MILSNO23 3.44 3.50 

  

* Significance of difference between means (t test), p <.05
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Table 72: Strategic Attribute Means for Low and High 
Performers in High Growth Environments According 
to Return on Assets. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 15) (n = 14) 

MILSNO1 5.00 5.35 
MILSNO2 5.46 4.85 
MILSNO3 4.33 5.07 
MILSNO4 © 4.66 5.28 
MILSNOS 4.40 4.71 
MILSNO6 5.33 5.28 
MILSNO7 5.40 5.35 
MILSNO8 4.13 3.64 
MILSNO9 3.60 3.42 
MILSNO10 3.60 3.28 
MILSNO11 3.33 3.14 
MILSNO12 5.20 4.57 
MILSNO13 3.86 3.78 
MILSNO14 3.13 3.57 
MILSNO15 3.93 3.78 
MILSNO16 3.46 3.57 
MILSNO17 3.73 3.00 
MILSNO18 3.86 3.57 
MILSNO19 5.46 4.71 
MILSNO20 4.33 4.57 
MILSNO21 4.06 4.14 

MILSNO22 3.93 3.64 
MILSNO23 3.20 3.00 
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Table 73: Strategic Attribute Means for Low and High 
Performers in Complex Environments According to 
Return on Assets. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 2) (n = 5) 

MILSNO1 5.20 5.00 
MILSNO2 5.40 4.66 
MILSNO3 4.60 4.88 
MILSNO4 5.00 5.55 
MILSNO5 4.50 4.44 
MILSNO6 5.40 5.11 
MILSNO7 5.60 5.22 
MILSNO8 4.00 3.22 
MILSNO9 3.60 3.11 
MILSNO10 3.90 2.88 * 
MILSNO11 3.30 2.77 
MILSNO12 5.40 4.77 
MILSNO13 4.00 3.66 
MILSNO14 3.10 3.55 
MILSNO15 4.20 3.55 
MILSNO16 3.90 3.88 
MILSNO17 3.90 2.55 
MILSNO18 4.00 3.55 
MILSNO19 5.50 4.33 
MILSNO20 4.50 4.55 

MILSNO21 4.50 3.77 
MILSNO22 4.00 3.11 
MILSNO23 3.40 2.77 

  

* Significance of difference between means (t test), p <.05
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Table 74: Strategic Attribute Means for Low and High 
Performers in Dynamic Environments According to 
Growth in Unit Sales. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 12) (n = 13) 

MILSNO1 4.50 4.53 
MILSNO2 4.83 5.46 
MILSNO3 4.00 4.38 
MILSNO4 4.00 4.61 
MILSNO5 4.50 4.38 
MILSNO6 4.41 4.76 
MILSNO7 4.91 5.23 
MILSNO8 3.91 4.00 
MILSNO9 3.83 3.30 
MILSNO10 3.75 3.46 
MILSNO11 3.33 3.61 
MILSNO12 4.33 4.53 
MILSNO13 4.00 3.53 
MILSNO14 4.00 4.07 
MILSNOI15 3.41 3.84 
MILSNO16 2.75 2.61 
MILSNO17 3.33 3.46 
MILSNO18 3.50 3.23 
MILSNO19 4.91 5.00 
MILSNO20 4.41 4.15 
MILSNO21 4.91 3.84 
MILSNO22 3.83 3.46 
MILSNO23 3.25 2.84 
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Table 75: Strategic Attribute Means for Low and High 
Performers in Low Growth Environments According to 
Growth in Unit Sales. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 5) (n = 8) 

MILSNO1 3.60 4.00 
MILSNO2 3.80 4.62 
MILSNO3 4.20 4.25 
MILSNO4 3.80 4.12 

MILSNO5 5.00 4.75 
MILSNO6 5.20 4.97 
MILSNO7 5.00 5.00 
MILSNO8 4.40 3.75 
MILSNO9 3.00 3.50 
MILSNO10 3.80 3.25 

MILSNO11 2.80 3.12 

MILSNO12 4.80 4.37 

MILSNO13 3.00 3.37 
MILSNO14 2.80 3.25 
MILSNO15 3.20 2.62 
MILSNO16 2.60 3.25 

MILSNO17 4.40 3.75 
MILSNO18 3.60 3.37 
MILSNO19 4.40 4.37 
MILSNO20 3.40 4.12 
MILSNO21 3.40 4.00 
MILSNO22 3.40 4.37 

MILSNO23 2.60 3.37 
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Table 76: Strategic Attribute Means for Low and High 
Performers in High Growth Environments According 
to Growth in Unit Sales. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 11) (n = 10) 

MILSNO1 5.18 4.80 
MILSNO2 5.09 5.00 
MILSNO3 4.90 4.50 
MILSNO4 4.81 5.50 
MILSNO5 4.00 5.00 
MILSNO6 5.36 5.40 
MILSNO7 5.18 5.60 
MILSNO8 4.00 3.90 
MILSNO9 3.18 3.70 
MILSNO10 3.09 3.70 
MILSNO11 2.81 3.40 
MILSNO12 5.00 4.60 
MILSNO13 3.09 4.30 
MILSNO14 3.54 3.30 
MILSNO15 3.72 4.20 
MILSNO16 3.09 3.90 
MILSNO17 2.81 3.10 
MILSNO18 3.72 3.10 
MILSNO19 4.63 5.00 
MILSNO20 4.63 4.50 
MILSNO21 4.72 3.80 

MILSNO22 3.90 3.70 

MILSNO23 2.90 2.90 
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Table 77: Strategic Attribute Means for Low and High 
Performers in Complex Environments According to 
Growth in Unit Sales. 

  

  

Strategic Low Performers High Performers 
Attributes (n = 3) (n = 2) 

MILSNO1 5.33 6.00 
MILSNO2 5.66 3.00 
MILSNO3 2.66 4.00 
MILSNO4 4.33 6.00 
MILSNO5 4.00 2.00 
MILSNO6 3.00 2.00 
MILSNO7 5.33 2.00 
MILSNO8 2.00 6.00 
MILSNO9 2.00 3.00 
MILSNO10 5.36 6.00 
MILSNO11 2.00 2.00 
MILSNO12 5.00 3.00 
MILSNO13 2.33 5.00 
MILSNO14 4.66 4.00 
MILSNO15 3.66 3.00 
MILSNO16 3.00 2.00 
MILSNO17 3.00 3.00 
MILSNO18 2.00 2.00 
MILSNO19 5.66 6.00 
MILSNO20 3.00 1.00 

MILSNO21 3.66 3.00 
MILSNO22 2.33 3.00 
MILSNO23 2.00 1.00 
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Table 78: Summary of Findings for Proposition Three 

  

Type of Environment and Strategies Pursued 
by High and Low Performers 

  

Dynamic Low Growth High Growth Complex 
Enviro Enviro Enviro Enviro 

High Low High Low High Low High Low 
Perf. Perf Perf Perf. 

Performance 

Measure 

ROS A D Pp D A D A D 

ROA A D A D A D A D 

Growth D P A D A D A D 

Unit Sales 

  

Key to Table 78: 

P = Prospector 

A = Analyzer 
D = Defender
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Performance Measures and Strategic Types 

Dev (1988) posited that measures of performance may favor 

one type of strategy over another. Specifically, he 

suggested that profit-based measures of financial 

performance will favor organizations that pursue a 

defender-like strategy and that revenue-based measures of 

financial performance will favor organizations that pursue a 

prospector-like strategy. It is argued that the measurement 

of performance is therefore relative to the strategy being 

pursued and is not an absolute. 

In order to further investigate this suggestion, 

defender-like and prospector-like organizations in each of 

the four environmental types were examined to see if 

revenue-based and profit-based financial performance 

measures did favor one strategy over another. 

The profit-based measures of financial performance used 

in this study were ROS and ROA, while the revenue-based 

measure of financial performance used in this study was 

average growth in unit sales. Table 78 does not appear to be 

offer any evidence to support the contention that different 

measures of financial performance favor one type of 

strategic orientation over another.
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The Strategic Time Lag 

As was noted in Chapter Two, it is generally accepted by 

researchers in the strategy field that the ideal method of 

Studying strategy should adopt a longitudinal research 

design as opposed to a cross sectional research design (Snow 

and Hrebiniak 1980; Mintzberg 1978; Hambrick 1979; Miller 

1982; Harrigan 1983). One of the primary reasons for 

preferring longitudinal research over cross sectional 

research in the strategy field was the notion of a strategic 

time lag. 

With the exception of a study by Miller (1982) which 

focused on tracking entrepreneurial strategy in an 

organization for a forty-five year period, research in the 

strategy field has all but ignored the notion of a strategic 

time lag. This is particularly true of strategy research 

conducted in the context of the hospitality industry 

(Schaffer 1986; West 1988; Dev 1989; Tse 1989). All these 

studies made the assumption that today's environment results 

in today's strategy which results in today's financial 

performance. 

As discussed in Chapter Two, this study adopted the 

stance, based on available literature, that it is 

yesterday's environment which dictates today's strategy 

which dictates tomorrow's performance. Given this stance, an 

attempt was made to measure the three main constructs under
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study (environment, strategy, and performance) at different 

points in time in an effort to go some way to go some way to 

take into account the notion of a strategic time lag. The 

constructs environment and strategy were measured for the 

fiscal year 1988 while the construct performance was 

measured for the fiscal year 1989. The inherent logic in 

measuring these three constructs at different points in time 

was that performance in 1989 was a result of strategies 

being pursued in the 1988 fiscal year. 

Given this logic, it was expected that this study would 

have more success in uncovering a significant relationship 

between environment, strategy and performance than have 

previous studies in the hospitality industry. As has been 

discussed in relation to Tables 66 through 78, this study 

had limited success in uncovering such a relationship. It 

cannot be claimed with any real certainty that a particular 

environmental type favors a particular strategy over another 

since analyzers, with two exceptions, out-perform the other 

generic strategic types in the remaining environmental types 

identified in the study. 

In an attempt to determine if the relationship between 

environment, strategy and performance would have been more 

pronounced if the notion of a strategic time lag had not 

been taken into account, financial measures of performance 

for the 26 public firms in the sample were obtained for the
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fiscal year 1988. The financial information was obtained 

through the Compact Disclosure system. Given the raw data, 

return on assets, return on sales, and growth in unit sales 

figures were calculated for the 26 public firms for the 1988 

fiscal year. These were then compared with the 1989 figures 

quoted by respondents in the sample to see if there were any 

Significant differences. T-tests revealed that there were 

significant differences between the performance of these 26 

firms in 1988 compared to 1989 according to each of the 

three financial measures used. 

The statistically significant differences in performance 

between 1988 and 1989 prompted further investigation to see 

if there would have been more revealing findings concerning 

the relationship between environment, strategy and 

performance if 1988 as opposed to 1989 measures of financial 

performance had been used, i.e., ignoring the notion of a 

strategic time lag. 

Using the sub-sample of 26 public firms, high and low 

performers were identified according to the criteria used in 

the original sample, i.e., firms which fell within the 

seventy-fifth (75th) percentile and above on the sample 

financial measures were defined as high performers, while 

low performers were defined as firms which fell within the 

twenty-fifth (25th) percentile and below. 

On comparison of the financial performance of the same 26
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public firms in 1988 and 1989, six firms did not fall into 

identical performance categories for each of the two years. 

The remaining 18 firms were consistent in terms of their 

performance category for both 1988 and 1989. In other words, 

public firms which were high performers in 1988, with the 

exception of 6, were also high performers in 1989. 

Differences in performance of six firms over the two year 

period did not allow an adequate sample size to investigate 

further. 

Given this finding, it appears that for the sub-sample of 

26 public firms there was no difference in the relationship 

between environment, strategy and performance in 1988 when 

compared with 1989. In other words, for the public firms, 

it did not appear to make any significant difference that 

performance was measured in 1989 for the purposes of the 

study as opposed to 1988. As noted however, 26 iS a very 

small sample size and there may have been different findings 

if financial information has been available for all 146 

firms for 1988 and 1989. Had this information been 

available it would have been possible to compare the 

relationship the three constructs under study taking the 

strategic time lag into account (i.e., measuring performance 

in 1989) and not taking the strategic time lag into account 

(i.e., measuring performance in 1988). Only with this 

information would it have been possible to essentially



334 

conduct the same statistical analyses for 1988 and 1989 to 

see if there were any statistically significant differences 

between the performance of individual firms in each of these 

years. It would then have been possible to draw, with some 

degree of confidence, tentative conclusions about (a) the 

general notion of the existence of a strategic time lag, (b) 

the length of the strategic time lag, and (c) the 

relationship between strategy pursued in a particular type 

of environment and subsequent performance levels. 

In sum, the limitations associated with the using mainly 

private firms in the sample did not allow the implementation 

of the necessary statistical analyses that would have 

allowed conclusions to be made concerning the existence and 

length of a strategic time lag in hospitality organizations.
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Proposition Four 

"Even though all four of Miles and Snow's (1978) generic 

strategic types may be found among the environmental 

settings, not all four types will be found within each 

setting." 

In order to investigate this proposition, the four 

environmental settings derived from propositions one and two 

were cluster analyzed using the 23 Miles and Snow (1978) 

strategic attributes. Cluster analysis, as noted by Hambrick 

(1983), will in no way prove or disprove the validity of the 

Miles and Snow typology, but it will reveal those 

configurations of generic strategies that might be 

considered the primary ways of operating within each type of 

environment. Multiple discriminant analysis was then used to 

try and determine which strategic variables had the most 

discriminatory power between clusters. 

The procedure used for investigating proposition four 

followed the procedure outlined for proposition one and two, 

i.e., determination of significant clusters, interpretation 

of discriminating functions, and determination of which 

clusters the functions discriminate between. 

On examination of strategic clusters within each type of 

environment, it is apparent that several of the clusters are 

representative of Miles and Snow's (1978) generic
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strategies. 

Tables 79 through 86 present the results of the cluster 

analysis and the multiple discriminant analysis. 

The cluster and discriminant analyses conducted for firms 

operating in a dynamic environment revealed three 

significantly different clusters each with specific 

discriminating variables. Table 79 shows the three clusters 

while Table 80 shows the cluster centroids for each 

discriminating function. Figure 13 is a map of the 

discriminant functions. 

Examination of the discriminating functions suggest that 

function 2 is defender-like in nature. The variables with 

the most discriminatory power in function 2 are MILSNOI15 

(controlling material/supply sources), MILSNO1 (focusing on 

specific markets/segments), MILSNO2 (cost control), MILSNO10 

(maintaining low inventories), and MILSNO6 (providing a high 

level of service). Function 1, on the other hand, appears to 

be prospector-like in nature with the variables with the 

most discriminatory power being MILSNO8 (responding to 

changing market conditions before competitors), MILSNO23 

(conducting consumer research), MILSNO16 (using loans to 

finance projects), MILSNO4 (building the reputation of the 

business), and MILSNO5 (monitoring guest satisfaction). 

On examination of Table 80 it can be seen that the 

primary source of the differences for function 1 is between
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clusters 1 and 2 versus cluster 3. For function 2, it is 

more difficult to determine the primary source of the 

differences but through examination of the discriminant maps 

and Table 79, it appears that cluster 2 is distinctly 

defender-like in nature while cluster 1 is analyzer-like. As 

can be seen in Table 79, cluster 3 is distinctly 

prospector-like in nature. This labeling is substantiated 

when looking at Table 80. 

Strategic cluster 1 in a dynamic environment emphasizes a 

combination of defender and prospector-like strategic 

characteristics such as cost control (MILSNO2), being price 

competitive (MILSNO12), maintaining operational efficiency 

(MILSNO19), quality control (MILSNO7), searching for new 

markets/opportunities (MILSNO20), keeping track of 

competition (MILSNO21), regular renovation/refurbishment 

(MILSNO22), and conducting consumer research (MILSNO23). 

Organizations in cluster 2 in a dynamic environment place 

the most emphasis on strategic characteristics that are 

defender-like in nature, e.g., cost control (MILSNO2), 

quality control (MILSNO7), being price competitive 

(MILSNO12), and maintaining operational efficiency 

(MILSNO19). 

Cluster 3 in dynamic environments is made up of 

organizations which emphasize prospector-like 

characteristics such as responding to changing market
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conditions before competitors (MILSNO8), new product/service 

development (MILSNO10), serving a variety of 

mMarkets/segments, keeping track of competition (MILSNO21), 

regular renovation/refurbishment (MILSNO22), and conducting 

consumer research (MILSNO23).
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Table 79: Profiles of Strategic Attributes for Firms 
Operating in Dynamic Environments - Three 
Strategic Clusters 

  

  

Variable Cluster Number 

1 2 3 
(n = 23) (n = 32) (n = 5) 

MILSNO1 5.22 4.33 2.80 
(0.85) (1.10) (0.44) 

MILSNO2 5.56 5.18 2.40 
(0.78) (0.84) (0.54) 

MILSNO3 4.83 4.06 2.80 
(1.02) (1.32) (0.44) 

MI1SNO4 5.08 4.15 3.20 
(0.94) (1.37) (0.44) 

MILSNO5 5.30 3.97 4.80 
(0.82) (1.28) (0.82) 

MILSNO6 5.52 4.45 2.80 
(0.66) (1.64) (0.45) 

MILSNO7 5.52 5.18 3.40 
(0.59) (0.95) (1.14) 

MILSNO8 4.78 2.88 5.40 
(0.90) (1.26) (0.54) 

MILSNO9 4.13 2.88 5.40 
(1.32) (1.24) (0.89) 

MILSNO10 3.96 3.39 4.20 
(1.14) (1.17) (0.83) 

MILSNO11 4.34 2.73 4.80 
(1.12) (1.32) (0.45) 

MILSNO12 4.69 4.55 2.60 
(1.22) (1.03) (0.55) 

MILSNO13 4.00 3.15 4.80 
(1.04) (1.17) (0.44) 

MILSNO14 4.47 3.00 5.60 
(1.08) (1.99) (0.89) 

MILSNO15 4.43 3.52 2.20 
(1.23) (1.34) (0.84) 

MILSNO16 4.13 2.24 2.20 
(1.25) (1.12) (1.09) 

MILSNO17 5.00 2.88 2.80 
(1.00) (1.02) (0.83)
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Table 79: Profiles of Strategic Attributes for Firms 
Operating in Dynamic Environments - Three 
Strategic Clusters (cont). 

  

  

Variable Cluster Number 

1 2 3 
(n = 23) (n = 32) (n = 5) 

MILSNO18 4.08 2.88 4.60 
(1.08) (1.19) (1.67) 

MILSNO19 5.30 4.69 4.00 
(0.76) (1.11) (1.41) 

MILSNO20 4.69 3.57 4.60 
(1.22) (1.32) (1.14) 

MILSNO21 4.56 3.66 6.00 
(1.08) (1.32) (0.00) 

MILSNO22 4.52 3.36 5.00 
(1.12) (1.59) (0.55) 

MILSNO23 4.21 2.39 5.40 
(1.04) (1.05) (0.89) 
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Table 80: Cluster Centroids for Three Strategic Clusters in 
Dynamic Environments 

  

Cluster Centroids 

  

Cluster Function 1 Function 2 

1 1.33855 2.10907 

2 -2.22588 -~0.98289 

3 8.53347 -~3.32406 
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Function 1 

8,0 

Function 2 

  
Figure 13: Map for Discriminant Function 1 and Function 2
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Table 81 and Table 82 respectively show the results of 

the cluster analysis and the multiple discriminant analysis 

conducted on the strategic attributes of firms operating in 

a stable, low growth type of environment. Figure 14 is a map 

of the discriminant functions. 

Strategic variables in function 1 with the most 

discriminatory power are defender-like in nature, e.g., 

MILSNO7 (controlling quality), MILSNO2 (cost control), 

MILSNO1 (focusing on specific markets segments). Strategic 

variables in function 2 with the most discriminatory power 

are prospector-like in nature, e.g., MILSNO14 (serving a 

variety of markets/segments), MILSNOl1 (providing a variety 

of goods and services). 

On examination of Table 82 it appears that the major 

source of the differences for function 1 lie between 

clusters 1 and 2 versus cluster 3. Cluster 3 thus appears to 

be distinctly prospector-like in nature. This can be seen by 

examining the strategic variable means and standard 

deviations for that cluster. Organizations in cluster 3 

emphasize such strategic characteristics as monitoring guest 

satisfaction (MILSNO5), responding to changing market 

conditions before competitors (MILSNO8), testing new 

marketing ideas and methods (MILSNO13), introducing 

innovative service methods (MILSNO18), searching for new 

markets/opportunities (MILSNO20), keeping track of
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competition (MILSNO21), regular renovation/refurbishment 

(MILSNO22), and conducting consumer research (MILSNO23). 

It is somewhat more difficult to trace the primary source 

of the differences for function 2. On examination it appears 

that cluster 1 possesses characteristics that are more 

analyzer-like in nature than anything else, e.g., cost 

control (MILSNO2), quality control (MILSNO7), being price 

competitive (MILSNO12), responding to changing market 

conditions before competitors (MILSNO8), keeping track of 

competition (MILSNO21), and regular renovation/refurbishment 

(MILSNO22). Cluster 2 appears to be defender-like in nature 

since the organizations in cluster 2 emphasize such 

strategies as cost control (MILSNO2), quality control 

(MILSNO7), being price competitive (MILSNO12), and 

Maintaining operational efficiency (MILSNO19).
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Table 81: Profiles of Strategic Attributes of Firms 
Operating in Low Growth Environments - Three 
Strategic Clusters 

  

  

Variable Cluster Number 

1 2 3 
(n = 9) (n = 19) (n = 4) 

MILSNO1 5.66 4.52 3.00 
(0.50) (0.90) (1.16) 

MILSNO2 5.44 4.68 1.75 
(0.88) (1.05) (0.50) 

MILSNO3 5.55 4.05 2.75 
(0.72) (1.12) (0.50) 

MILSNO4 5.11 4.31 3.00 
(0.92) (1.05) (0.81) 

MILSNOS5 5.22 4.78 5.00 
(0.83) (1.03) (0.87) 

MILSNO6 5.66 5.21 3.50 
(0.50) (0.92) (0.57) 

MILSNO7 5.77 5.47 3.75 
(0.44) (0.61) (0.50) 

MILSNO8 4.79 3.52 5.50 
(1.09) (1.12) (0.57) 

MILSNO9 4.11 3.15 4.75 
(0.92) (0.95) (1.25) 

MILSN10 3.88 3.21 4.00 
(1.53) (1.22) (0.81) 

MILSNO11 3.66 2.95 4.25 
(1.22) (0.91) (1.70) 

MILSNO12 4.66 4.15 3.00 
(1.00) (1.21) (1.41) 

MILSNO13 4.77 2.89 5.25 
(1.30) (1.04) (0.95) 

MILSNO14 4.33 2.89 4.50 
(1.32) (1.24) (1.73) 

MILSNO15 4.11 2.94 2.75 
(1.69) (1.12) (0.50) 

MILSNO16 4.22 3.26 2.50 
(1.09) (1.69) (0.57) 

MILSNO17 5.00 3.73 4.00 
(1.11) (1.40) (1.41)



Table 81: 
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Profiles of Strategic Attributes of Firms 
Operating in Low Growth Environments - Three 
Strategic Clusters (cont). 

  

  

Variable Cluster Number 

1 3 
(n = 9) (n 19) (n = 4) 

MILSNO18 5.22 2.94 5.25 
(0.83) (0.91) (0.95) 

MILSNO19 5.33 4.63 3.50 
(0.70) (0.83) (1.29) 

MILSNO20 4.33 3.42 5.50 
(1.32) (1.46) (0.57) 

MILSNO21 4.88 3.47 5.75 
(0.78) (1.07) (0.50) 

MILSNO22 4.77 3.68 5.75 
(0.83) (1.29) (0.50) 

MILSNO23 3.88 2.78 6.00 
(1.36) (1.31) (0.00) 
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Table 82: Cluster Centroids for Three Strategic Clusters in 
Low Growth Environments 

  

Cluster Centroids 

  

Cluster Function 1 Function 2 

1 8.36379 3.59857 

2 -0.49915 ~2.26518 

3 -16.44755 4.49959 
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Function 1 

8,0 

Function 2 

~10}0 

-12 .0   -1610 * C3 

Figure 14: Map for Discriminant Function 1 and Function 2
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Tables 83 and 84 respectively show the results of the 

cluster and multiple discriminant analysis on firms 

operating in high growth environments. 

The discriminant analysis results clearly suggest that 

the strategic variables with the most discriminatory power 

in function 1 are both defender-like and prospector-like in 

nature. 

On examination of the differences in the means and 

standard deviations shown in Table 83, cluster 1 appears to 

be analyzer-like in nature while cluster 2 appears to be 

defender-like in nature. Organizations in cluster 1 

emphasize such strategic characteristics as cost control 

(MILSNO2), quality control (MILSNO7), searching for new 

markets/opportunities (MILSNO20), and responding to changing 

market conditions before competitors (MILSNO8). 

Organizations in cluster 2 emphasize focusing on specific 

markets/segments (MILSNO1), cost control (MILSNO2), quality 

control (MILSNO7), being price competitive (MILSNO12), and 

maintaining operational efficiency (MILSNO19).



350 

Table 83: Profiles of Strategic Attributes of Firms 
Operating in High Growth Environments - Two 
Strategic Clusters 

  

  

Variable Cluster Number 

1 2 
(n = 26) (n = 15) 

MILSNO1 5.07 4.46 
(0.97) (1.46) 

MILSNO2 5.38 4.80 
(0.75) (1.01) 

MILSNO3 4.92 4.00 
(1.01) (1.32) 

MILSNO4 4.80 4.86 
(0.98) (1.59) 

MILSNO5 5.11 3.73 
(0.86) (1.16) 

MILSNO6 5.34 5.13 
(0.74) (0.99) 

MILSNO7 5.42 5.26 
(0.73) (0.88) 

MILSNO8 4.57 2.93 

(0.98) (1.43) 
MILSNO9 4.07 2.73 

(0.97) (1.03) 
MILSNO10 3.69 2.73 

(0.97) (1.03) 
MILSNO11 3.71 2.26 

(0.87) (1.33) 
MILSNO12 4.88 4.13 

(0.87) (1.45) 
MILSNO13 4.07 3.13 

(1.09) (1.35) 
MILSNO14 3.65 2.73 

(1.26) (1.43) 
MILSNO15 4.11 3.26 

(1.14) (1.43) 
MILSNO16 3.19 3.46 

(1.52) (1.95) 
MILSNO17 4.23 2.13 

(1.10) (0.99)
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Table 83: Profiles of Strategic Attributes of Firms 
Operating in High Growth Environments - Two 
Strategic Clusters (cont). 

  

  

Variable Cluster Number 

1 2 
(n = 26) (n = 15) 

MILSNO18 3.77 3.06 

(1.03) (1.43) 
MILSNO19 5.35 4.40 

(0.69) (1.40) 
MILSNO20 4.57 4.00 

(0.90) (1.52) 
MILSNO21 4.69 3.06 

(0.84) (1.22) 
MILSNO22 4.42 2.80 

(0.70) (1.00) 
MILSNO23 3.65 2.20 

(1.05) (0.94) 
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Table 84: Cluster Centroids for Two Strategic Clusters in 
High Growth Environments 

  

Cluster Centroids 

  

Cluster Function 1 

1 1.70971 

2 -2.96351 
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Tables 85 and 86 respectively show the results of the 

cluster and discriminant analysis for firms operating ina 

highly complex environment. 

The strategic variables with the most discriminatory 

power in function 1 are not representative of any strategic 

pattern and therefore are not useful in labeling the 

clusters. 

However, examination of the means and standard deviations 

shown in Table 85 suggest that cluster 2 is defender-like in 

nature with an emphasis on cost control (MILSNO2) and 

maintaining operational efficiency (MILSNO19), while cluster 

1 is analyzer-like in nature with organizations emphasizing 

cost control (MILSNO2), being price competitive (MILSNO12), 

maintaining operational efficiency (MILSNO19), introducing 

innovative service methods (MILSNO18), searching for new 

markets/opportunities (MILSNO20), keeping track of 

competition (MILSNO21), and regular renovation/refurbishment 

(MILSNO22).
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Table 85: Profiles of Strategic Attributes of Firms 
Operating in Complex Environments - Two Strategic 

  

  

Clusters 

Variable Cluster Number 

1 2 

(n = 8) (n = 5) 

MILSNO1 3.75 5.40 

(0.88) (0.54) 

MILSNO2 4.37 5.80 

(1.40) (0.44) 

MILSNO3 4.25 2.20 

(1.28) (0.44) 

MILSNO4 3.87 5.40 

(0.99) (0.89) 

MILSNO5 3.75 4.00 

(1.58) (0.70) 

MILSNO6 4.25 3.20 

(1.48) (0.44) 

MILSNO7 4.62 5.40 

(1.06) (0.54) 

MILSNO8 3.87 1.80 

(1.55) (0.44) 

MILSNO9Y 3.50 1.60 

(1.06) (0.54) 

MILSNO10 3.50 6.00 

(0.92) (0.00) 

MILSNO11 3.50 2.00 

(1.06) (0.70) 
MILSNO12 4.25 5.80 

(1.16) (0.44) 

MILSNO13 3.87 2.00 

(1.12) (0.00) 
MILSNO14 3.87 2.20 

(1.35) (0.83) 

MILSNO1L5 3.12 5.40 

(0.99) (0.54) 

MILSNO16 2.25 3.80 

(0.77) (0.83) 

MILSNO17 3.50 3.60 

(1.52) (0.54)
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Table 85: Profiles of Strategic Attributes of Firms 
Operating in Complex Environments - Two Strategic 
Clusters (cont). 

  

  

Variable Cluster Number 

1 2 

(n = 8) (n = 5) 

MILSNO18 4.00 1.00 
(0.92) (0.44) 

MILSNO19 4.50 5.80 
(1.06) (0.44) 

MILSNO20 4.62 1.80 
(1.18) (0.44) 

MILSNO21 5.12 2.80 
(0.99) (0.83) 

MILSNO22 4.62 1.80 
(0.91) (0.83) 

MILSNO23 3.37 1.80 
(1.92) (0.83) 
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Table 86: Cluster Centroids for Two Strategic Clusters in 
Complex Environments 

  

Cluster Centroids 

  

Cluster Function 1 

1 -~5.51251 

2 8.82002 
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Table 87 summarizes the results found on examination of 

proposition four. 

The object of proposition four was to determine whether 

characteristics of the environment limit the range of 

maximally feasible strategies such that it is simply not 

accurate to say that all generic strategies are equally 

viable within an industry. Interpretation of the clusters 

would suggest that there is no evidence to support this 

notion in the context of the hospitality industry. Although 

Miles and Snow's (1978) generic strategic types were found 

among the environmental settings, but not in each setting, 

there is no convincing evidence to suggest that 

environmental attributes do indeed favor one strategy over 

another. In two types of environment (dynamic and low 

growth) defender-like organizations dominate, while in the 

remaining two kinds of environment (high growth and complex) 

analyzer-like organizations dominate. One would have 

expected prospector-like organizations to dominate in 

dynamic and complex environments, but this is not the case. 

In sum, there is no substantial evidence to suggest that 

the characteristics of the environment limit the range of 

maximally feasible strategies for firms in this study.



Table 87: Summary of Findings for Proposition Four 

Strategic 
Clusters 
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Environment Type 

  

  

  

  

Dynamic Low High Complex 
Growth Growth 

(n=60) (n=32) (n=41) (n=13) 

Analyzers Analyzers Analyzers Analyzers 
(n=23) (n=9) (n=26) (n=8) 

Defenders Defenders Defenders Defenders 
(n=33) (n=19) (n=15) (n=5) 

Prospectors Prospectors 
(n=4) (n=4) 
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Proposition Five 

"Even when found in different environmental settings, a 

generic strategy will tend to have a different configuration 

in each environmental setting." 

The purpose of proposition five was to determine if it 

was possible to trace any differences in strategic 

configurations as a result of different environmental 

characteristics. Past research has indicated that the 

fundamental underpinnings of a generic strategy will be 

common across environments but that there will be different 

configurations of that generic strategy between environments 

(Hambrick 1983a). 

In order to determine if there was support for this 

proposition, the strategic clusters derived from the 

investigation of proposition four were examined in greater 

detail to see if similar strategic types had different 

configurations in each of the four environmental settings 

(see Tables 79 through 82). 

When one examines similar strategic postures in different 

types of environment, e.g., defenders and analyzers in all 

four types of environment (Table 88 and 89 respectively), 

and prospectors in dynamic and low growth environments 

(Table 90), it is not readily apparent that different 

configurations of the same strategy do indeed exist.
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For example, in most cases defenders seem to emphasize 

the four strategies of cost control, quality control, 

operational efficiency, and price competition, regardless of 

the kind of environment in which they operate. 

Analyzers in dynamic, low growth and high growth 

environments clearly emphasize defender-like characteristics 

the most, although examination of Tables 79, 81, 83, and 85 

indicates that these organizations also emphasize 

prospector-like characteristics, thus making them analyzers. 

On the other hand, analyzers in complex environments appear 

to emphasize more prospector-like characteristics than 

defender-like ones, e.g., keeping track of competition, 

searching for new markets/opportunities, and regular 

renovation/refurbishment. As can be seen in Table 89, 

analyzers in complex environments do however also stress 

cost control and quality control. 

Finally, it is also not apparent that prospectors have 

different configurations in different types of environment. 

For example, prospectors in dynamic and high growth 

environments both emphasize strategies such as keeping track 

of competition, responding to changing market conditions 

before competitors, and conducting consumer research (see 

Table 90). 

In sum, it appears that generic strategies do not have 

different configurations in different types of environments.
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The results do not suggest, as would have been expected, 

that any given generic strategy is a combination of several 

strategic characteristics which will individually vary 

according to their appropriateness in a given type of 

environment.
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Table 88: Most Emphasized Strategies for Defenders in the 
Four Environmental Types 

  

(A) Dynamic Environment (B) Low Growth Environment 

* Cost Control * Quality Control 
* Quality Control * High Service Level 
* Operational Efficiency * Monitoring Satis. 
* Price Competition * Cost Control 
* High Service Level * Operational Eff'cy 

(C) High Growth Environment (D) Complex Environment 

* Quality Control * Low Inventories 
* High Service Level * Cost Control 
* Building Reputation * Price Competition 
* Cost Control * Operational Eff'cy 
* Focus on Specific Markets * Focus Specific Mkts 

 



Table 89: Most Emphasized Strategies 
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Four Types of Environment. 
for Analyzers in the 

  

(A) Dynamic Environments 

+ 
+ 

% 
F
F
 Cost Control 

High Service Level 
Quality Control 
Operational Efficiency 
Focus on Specific Markets 

(C) High Growth Environments 

* 

+ 

Quality Control 

Cost Control 

High Service Level 
Monitoring Satisfaction 
Focus on Specific Markets 

(B) 

(D) 

Low Growth Enviros. 

Quality Control 
Focus Specific Mkts 
High Service Level 
Training and Devel. 
Cost Control + 

+ 
+ 

HF 

Complex Environments 

* Keeping track of 
Competition 

* Searching for New 
Mkts 

Regular Renovation 
Quality Control 
Cost Control + 

+ 
+ 
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Table 90: Most Emphasized Strategies for Prospectors in 
Dynamic and Low Growth Environments 

  

(A) Dynamic Environments 

Keeping Track of Competition 
Serving a Variety of Markets 
Responding before Competitors 
New Product/Service Development 
Consumer Research + 

+ 
+ 

+ 
H 

(B) Low Growth Environments 

Consumer Research 
Regular Renovation 
Keeping Track of Competition 
Responding before Competitors 
Testing New Marketing Ideas + 

+ 
+ 

F 
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Summary 

The purpose of this chapter was to present the results of 

the data collected using the methodology outlined in chapter 

three. Descriptive statistics were presented concerning (a) 

response rate; (b) size, type and affiliation of responding 

firms; and (c) the three main variables under study, viz, 

strategy, environment, and performance. 

Validity and reliability issues were also addressed. 

Since the main purpose of this study was to develop an 

environmental typology in the context of the hospitality 

industry, specific attention was paid to the validity and 

reliability of the section of the instrument used for 

measuring the three environmental dimensions of complexity, 

dynamism, and munificence. 

Statistical analyses was then conducted to investigate 

each of the five propositions. Analysis revealed the 

existence of four significantly different and distinct types 

of hospitality environments. Within these environments 

evidence was found of organizations pursuing strategies 

which conform to the Miles and Snow (1978) strategic 

typology.



CHAPTER 5 

DISCUSSION AND CONCLUSIONS 

366
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Introduction 

Before discussing the findings of this study and their 

implications for future research in the field of strategic 

hospitality management, it is beneficial to first review the 

purpose and objectives set at the outset of the study and to 

summarize the findings of the statistical analyses. 

The general purpose of this study was, through the 

development of a mid-range environmental typology, to 

contribute to the void which existed in the hospitality 

literature on the study of the environment and strategy. 

Specifically, the study attempted to develop a mid-range or 

contingency approach to the study of environment and 

strategy through the identification of commonly recurring 

environmental settings and through observing how different 

strategies tended to fare in each setting. From this 

purpose, eleven research questions were formulated. These 

were 

(1) is it possible to identify common types of 

environmental settings in the hospitality industry 

characterizing distinct operating environments?; 

(2) is Miles and Snow's (1978) model of generic strategy 

applicable in the hospitality industry?; 

(3) do strategies differ among high performing 

businesses?;
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(4) which strategies are associated with high performing 

firms?; 

(5) do strategies differ among low performing firms?; 

(6) which strategies are associated with low performing 

businesses?; 

(7) do strategies differ between high and low performing 

businesses?; 

(8) what is the relationship between environmental type 

and strategy in high performing businesses?; 

(9) what is the relationship between environmental type 

and strategy in low performing businesses?; 

(10) what additional variables moderate the relationship 

between environment, strategy and performance in hospitality 

businesses?; and, 

(11) is there a difference in the relationship between 

environmental type and strategy between low and high 

performing businesses? 

These eleven research questions can be encompassed within 

the two broader questions of (a) is it possible to develop a 

mid-range typology of hospitality settings, and (b) are 

different strategies associated with high and low 

performance in different environmental settings? 

These research questions in turn resulted in the 

formulation of five propositions to be investigated by this
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study. Each of the five propositions and the summary of the 

major findings will now be outlined. 

Proposition one stated 

"Hospitality businesses, despite the fact that they all 

exist in an industry mature environment, will operate in 

several settings or environmental types." 

The major results steming from the investigation of 

proposition one are noted below. 

(1) The development of a valid and reliable instrument 

for measuring the hospitality environment. 

(2) Evidence suggesting that it is simplistic to view the 

hospitality environment as a singular entity; e.g., a 

Mature environment. Investigation revealed the existence of 

at least four different types of hospitality environments in 

which responding firms operated. 

Proposition two stated 

"Different environmental settings can be identified based on 

variables theoretically grounded in the environmental 

dimensions of complexity, dynamism, and munificence." 

The major results steming from proposition two include: 

(1) Validation of an adapted instrument developed by Dess 

and Beard (1982) for measuring the environment and 

successful application of that instrument in the context of
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the hospitality industry. Replication of studies is, in 

itself, beneficial to the accumulation of knowledge in what 

is a relatively young field of study. 

(2) The identification of common types of environmental 

settings in the hospitality industry characterizing distinct 

operating environments. 

(3) The development, albeit exploratory, of an 

environmental typology in the context of the hospitality 

industry. This development builds significantly on the works 

of Olsen (1980), Slattery and Olsen (1984), DeNoble and 

Olsen (1986), West (1987), and Dev (1988). The environmental 

typology developed contains four generic types of 

environment developed from clustering the environmental 

characteristics of responding organizations. 

(4) The development of an environmental typology based on 

underlying dimensions which are not only parsimonious but 

also appear to encompass the majority of environmental 

dimensions studied to date in the environment literature, 

e.g., Emery and Trist (1965), Lawrence and Lorsch (1967), 

Thompson (1967), and Aldrich (1979). 

These three dimensions of environmental munificence, 

environmental dynamism, and environmental complexity were 

found in varying degrees of importance and emphasis in each 

of the four environmental types identified. Each of these 

will now be discussed.
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(i) The first environmental type identified was labeled a 

highly dynamic environment. This type of environment is 

characterized by low levels of munificence, high levels of 

dynamism and moderate levels of complexity. Environmental 

dynamism in this study was composed of the underlying 

dimension of environmental stability-instability which is 

defined as the degree of turnover, lack of pattern, and 

unpredictability in an organization's task environment 

(Aldrich 1979). A second dimension of environmental 

dynamism, the turbulence dimension, was removed from the 

analysis after validity tests were conducted. A comparison 

of cluster centroids suggested that dynamism variables are 

the primary source of differences between this cluster and 

the three other environmental clusters identified. 

Firms in this type of environment experience high levels 

of volatility in prices charged by suppliers, in customer 

demand, and in the availability of credit. 

A highly dynamic environment was experienced by 41.1% of 

responding firms and was thus the type of environment most 

encountered. 

(ii) The second environmental type identified was labeled 

as a low growth environment. This type of environment is 

characterized by low levels of munificence and high levels 

of dynamism and complexity. Firms in this type of 

environment experience limited opportunities for sustained
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growth and low levels of non-systematic change in the 

environment. A low growth environment is characterized by 

relatively low levels of growth in sales, units and 

employees. A low growth environment was experienced by 21.9% 

of responding firms. 

(iii) The third environmental type identified is 

characterized by firms which experience very high levels of 

environmental munificence and moderate levels of 

environmental dynamism and low levels of environmental 

complexity. A comparison of cluster centroids suggests that 

munificence variables are the primary source of differences 

between this cluster and the remaining three clusters. 

Firms in this type of environment experience a high 

average rate of growth in their number of units and 

employees. In other words, firms in this type of environment 

experience a high level of opportunity for sustained growth 

and the environmental cluster was labeled a high growth 

environment. 

A high growth environment was experienced by 28.1% of 

responding firms. 

(iv) The final environmental type was labeled as a 

complex environment. This type of environment is 

characterized by relatively high levels of environmental 

complexity and low levels of environmental munificence and 

environmental dynamism. A comparison of group centroids



373 

suggests that it is the complexity variables which are the 

primary source of differences between this cluster and the 

other three environmental clusters. A complex environment 

was experienced by 8.9% of responding firms. 

Proposition three stated 

"The primary strategies pursued by high-performers among 

different environmental types will closely resemble Miles 

and Snow's (1978) four generic strategies of defenders, 

analyzers, prospectors and reactors, and will differ from 

the primary strategies pursued by low-performers among 

different environmental types." 

Findings from investigation of proposition three include: 

(1) Evidence to suggest that the primary strategies 

pursued by high-performers among different environmental 

types do conform to one of Miles and Snow's (1978) generic 

strategies. For example, high-performers tended to 

consistently adopt an analyzer-like strategy. 

(2) Evidence to suggest that the primary strategies 

pursued by high-performers in different environmental types 

do indeed differ from the strategies pursued by 

low-performers in the same environmental type. For example 

high-performers in most cases pursued an analyzer-like 

strategy while low-performers tended to pursue a
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defender-like strategy. 

(3) No evidence to suggest that there is some discrepancy 

between high and low-performing strategic clusters when 

classified according to different performance measures. When 

firms were classified as either high or low performers 

according to return on sales, return on assets, and growth 

in unit sales, there was a high level of consensus in terms 

of the distinguishing strategic attributes of the cluster. 

(4) No evidence to support the contention posited by Dev 

(1988) that profit-based measures of financial performance 

(ROS and ROA) favor organizations that pursue a 

defender-like strategy and that revenue-based measures 

(growth in unit sales) of financial performance favor 

organizations that pursue a prospector-like strategy. This 

study found no evidence to support such a contention. 

(5) Inconclusive evidence to either support or refute the 

notion of the existence or to determine the length of a 

strategic time lag. A comparison of financial performance by 

the public firms in the sample for the two years of 1988 and 

1989 did not reveal enough significant differences in 

performance for each of the two years to enable further 

investigation into the possible existence of a strategic 

time lag.
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Proposition four stated 

"Even though all four of Miles and Snow's (1978) generic 

strategic types may be found among the environmental 

settings, not all four types will be found within each 

setting." 

The major results steming from the investigation of 

proposition four are: 

(1) Miles and Snow's (1978) generic business strategy 

groups have limited applicability in the context of the 

hospitality industry. Factor analysis of the Miles and Snow 

(1978) strategic variables resulted in three factors, one 

conforming to a defender-like strategy and one to a 

prospector-like strategy respectively. Two additional 

factors were found but could not be labeled since they only 

consisted of a single strategic characteristic. Cluster 

analysis resulted in the formation of three significantly 

different clusters conforming to Miles and Snow's analyzer, 

defender, and prospector type strategies. Two of the four 

clusters were distinctly defender-like possibly reflecting 

differing levels of maturity in the responding firms, e.g., 

the initial stages of maturity and the decline stages of 

maturity. 

(2) There is no conclusive evidence to suggest that the 

characteristics of the environment limit the range of
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maximally feasible strategies. There was no evidence to 

suggest that different types of environment encouraged the 

pursuit of a particular type of strategy, e.g., such as the 

pursuit of a prospector-like strategy in a high growth 

environment. 

(3) There is a minimal amount of evidence to suggest that 

strategy and environment were related in the hospitality 

industry. In other words, there was limited evidence of a 

match between strategy and environment. 

Proposition five stated 

"Even when found in different environmental settings, a 

generic strategy will tend to have a different configuration 

in each environmental setting." 

The major result steming from the investigation of this 

proposition is that 

(1) There is no evidence to suggest that generic 

strategies do have different configurations in different 

types of environments.
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Discussion 

The purpose of this section is to discuss the 

implications of the above findings to the study of the 

environment-strategy linkage in general and to the study of 

the environment-strategy linkage in the specific context of 

the hospitality industry. Discussion will center around the 

relationship between the findings of this study and the 

existing literature bases in the strategic management and 

hospitality fields. The substantive contributions of the 

findings to each of these two fields will also be discussed. 

Applicability of the Miles and Snow (1978) Strategic 
Typology to the Hospitality Industry 

One of the main contributions of this study to both the 

field of strategic management in general and to the specific 

field of strategic management in the hospitality industry, 

was to determine how applicable the Miles and Snow (1978) 

strategic typology was in an industry-specific context. 

Miles and Snow (1978) suggested that it is possible to 

Classify organizations according to their strategic 

orientations. Based on field studies of four industries - 

the college text book industry, the health care industry, 

the electronics industry, and the food processing industry, 

Miles and Snow developed a strategic typology consisting of 

the four generic strategic types of defenders, analyzers,
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prospectors and reactors. Within this typology they 

addressed the issues of which structures would be most 

appropriate for each of the four generic strategic types 

and, more appropriate to this study, which strategy would be 

most suited for different types of environments. 

As noted in Chapter Two, the Miles and Snow strategic 

typology had been tested extensively, with varying degrees 

of success, in industries other than the hospitality 

industry, e.g., Hambrick 1981; Slocum et al. 1985; Zahra 

1985, 1987; Chaganti and Sambharya 1986; Smith et al. 1987. 

This study attempted to build on the works of Schaffer 

(1986) and Dev (1988) by testing the applicability of the 

Miles and Snow typology in the context of the hospitality 

industry. Three multivariate statistical methods were used 

to see if responding firms could be grouped in one of the 

four strategic types based on the degree to which they 

pursued 23 competitive strategies. These 23 competitive 

methods were adapted from the works of Miles and Snow 

(1978), Snow and Hrebiniak (1980), Schaffer (1986) and Dev 

(1988). The three multivariate techniques used were factor 

analysis, cluster analysis, and multiple discriminant 

analysis. 

A factor analysis conducted on the 23 strategic variables 

resulted in the formation of three factors. Two of the 

factors were distinctly defender-like and prospector-like
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respectively, while the third and fourth factor consisted of 

only a single strategic characteristic and thus could not be 

labeled. 

A cluster analysis, an exploratory multivariate 

technique, was run on the responses to the 23 strategic 

characteristics to see if distinct combinations of strategic 

characteristics conformed to the Miles and Snow strategic 

typology. The purpose, as noted by Dev (1988), was to 

attempt to tap a complex multidimensional construct 

(strategy) by means of a technique used to group 

organizations using euclidean and other mathematical 

distances. 

The cluster analysis resulted in the formation of four 

Significantly different clusters. One was distinctly 

analyzer-like, two were distinctly defender-like, and one 

was prospector-like. The two defender-like clusters, on 

closer examination, could possibly be representative of 

organizations in the initial stages of maturity and 

organizations in the decline stages of maturity. Although 

there is no statistical evidence to substantiate this claim, 

it is possible that as different segments of the hospitality 

industry enter the maturity stage, there will be those 

organizations which have to adopt a new competitive stance, 

i.e., initial defenders prospectors, and there will be those 

organizations which are entering operating environments
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which provide few opportunities for rapid expansion, i.e., 

established defenders. However, further research is required 

to support or dispute this claim. 

A third multivariate statistical technique, multiple 

discriminant analysis, was run on the cluster results to see 

if the discriminating variables with the most 

discriminating power conformed to specific defender, 

analyzer, prospector or reactor type variables. The 

analysis revealed that prospector, defender and 

analyzer-like variables were indeed the most discriminating 

variables in the functions produced by the discriminant 

analysis. 

In sum, and as noted in Chapter Four, it appears that the 

strategy instrument possesses an acceptable level of 

construct validity. The factor analysis revealed four 

factors, one which was clearly representative ofa 

defender-like strategy and one which was representative of a 

prospector-like strategy. The cluster and discriminant 

analysis provided further evidence of the construct validity 

of the strategy instrument by producing clusters which were 

distinctly analyzer, prospector and defender-like in nature. 

There still remains the question of whether the 

assumption of being able to identify the four strategic 

types through the use of multivariate statistical techniques 

is a valid one. It is not being suggested that all
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multivariate are of little use. Rather, it is being 

suggested that the use of specific multivariate techniques 

such as factor analysis may be inappropriate when 

attempting to find factors representative of certain 

strategic postures. For example, if, as claimed by Miles and 

Snow (1978), a reactor-like strategy has no set pattern and 

is inconsistent in its relations with the environment, then 

it is surely not only invalid, but simply infeasible, to 

expect to identify this particular strategic type based on 

some combination of 23 strategic variables. A reactor has no 

strategic pattern and therefore will not appear in any 

factor analysis, cluster analysis or multiple discriminant 

analysis. Consequently, a lack of a factor or cluster 

representing a reactor-like strategy should not be 

interpreted as an indication of a lack of construct 

validity. 

A similar argument could be leveled against trying to 

identify an analyzer-like strategy through the use of factor 

analysis.as a multivariate statistical technique. Miles and 

snow (1978) define an analyzer-like strategy as essentially 

being a mixture or combination of prospector and 

defender-like strategies. An analyzer attempts to minimize 

risk while maximizing the opportunity for profit. It becomes 

a very subjective judgment when one tries to determine how 

many defender-like characteristics an analyzer has to have
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before it is classified as a defender, or how many 

prospector-like characteristics it has to have before it is 

Classified as a prospector. 

The question remains however of whether the multivariate 

statistical techniques used here are inappropriate for 

measuring strategy, or whether the instrument itself is 

limited in its ability to tap this very complex 

multi-dimensional construct. 

There is evidence available in the literature to suggest 

that the fault does not lay entirely with the use of the 

multivariate techniques implemented in this study. Hambrick 

(1983) states 

",.Cluster analysis... allows an exploration of recurring 
combinations of strategic attributes ..(and)... is well 
suited for exploring independent patterns within businesses" 
(p.695). 

"If one agrees that a strategy is a holistic set of 
attributes, then cluster analysis seems especially 

appropriate and promising for future strategy research" 
(p.701). 

",...this technique (cluster analysis) seems particularly 
well suited for the study of strategy, because 
interdependences of attributes are of key importance.... 
other strategy researchers should consider its use” (p. 
706). 

Other researchers have gone as far as to encourage the 

use of cluster analysis for the purpose of typology building 

(Frank and Green 1968; Morrison 1967). In addition, cluster 

analysis has been used successfully for the purpose of
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identifying and building typologies in several other areas 

of strategic management (McKelvey 1975; Woo and Cooper 1981; 

Hambrick 1983) and in other disciplines such as marketing 

(Green 1978; Dadzie 1989). 

The issue thus turns to the appropriateness of the 

instrument itself. Dev (1988) raises the following questions 

in the conclusion of his study of environmental uncertainty 

and strategy: 

"It is realistic to hope that the essence of a 
multidimensional and complex construct can be tapped through 
the analysis of responses on a few characteristics? To 
adequately tap the construct, how many characteristics are 
appropriate? Were the characteristics used, drawn from the 
literature, appropriate for the analysis?" (p.162). 

Based on the findings of this study and additional studies 

testing the Miles and Snow typology (Dev 1988; Schaffer 

1986; Zahra 1985; Slocum et al. 1985; Smith et al. 1986; 

Chaganti and Sambharya 1986), it would appear that further 

research needs to be conducted in two areas. The first area 

is in the use of what are essentially standard strategic 

Characteristics to measure strategy. Miles and Snow (1978) 

state that categorization according to their identified four 

strategic archetypes is inconsistent across industries. They 

argue that categorizations are relative to an industry or an 

appropriate grouping. In other words, the nature of a 

particular industry determines the characteristics of the
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different types of strategic focus within that industry 

(Schaffer 1986). If this is indeed the case, then it makes 

little sense to try and measure strategy across industries 

using a standard, albeit adapted, 23 strategic 

characteristics. The appropriateness of a standard 

instrument needs to be researched further. 

The second and related area of research needs to be in 

the development of industry specific strategic variables 

for measuring strategy. It may be that dependent on the 

particular industry under study, different strategic 

characteristics carry more weight or importance in defining 

an organizations strategic posture. The assumption to date 

in the literature has been that all strategic variables 

Carry equal weight in defining an organizations strategy. 

This is an area for fruitful research. Is the hospitality 

industry for example, unique enough to require any attempt 

to measure the strategy of firms operating within it to use 

esoteric and industry~-specific strategic variables? If so, 

what should these strategic variables be? 

In sum, it appears that the Miles and Snow (1978) 

strategic typology has limited applicability in the context 

of the hospitality industry. Research is required into the 

development of an industry specific instrument for tapping 

different strategic postures.
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Propositions Discussed 

The Development of an Environmental Typology (Propositions 

One and Two) 

One of the main purposes of this study was to develop an 

Environmental typology of hospitality industry environments. 

The study was successful in meeting this purpose. 

A better understanding of the hospitality environment has 

long been called for in the hospitality literature. For 

example, Olsen (1980) states 

"Every organization exists in an environment. The 
environment imposes constraints upon that organization and 
creates uncertainty for it. The hospitality industry today, 
more than ever before, is experiencing the impact of 
constraints placed upon it by a rapidly changing 
environment. To be able to maintain an efficient 
organization capable of achieving established objectives, 
the hospitality executive must be capable of analyzing the 
environment and developing correct perceptions of it..... 
Through increased understanding and knowledge of the 
dimensions and dynamic character of the environment, the 

hospitality executive and educator can both 
contribute to improved organizational performance" (p.1). 

DeNoble and Olsen (1986) note that 

".. Since it seems that the environment of the 
hospitality executive is likely to remain uncertain and 
complex, a framework for analyzing the environment from its 
broadest perspective may be appropriate” (p.5) 

In addition, Jurkovich (1974) in his development of a core 

typology of organizational environments states
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"Designing a typology.... forces one to emphasize the 
descriptive and deemphasize - or avoid - the predictive 
features. Thus, a typology becomes an analytic tool that may 
be applied as an instrument to stimulate thinking on 
alternate directions in which decision makers can move their 
organizations. The results might tead them to make 
adjustments they would otherwise not attempt. Decision 
makers, of course, do this anyhow, but a good tool can 

facilitate the process. The next step is to develop 
predictive statements which, if empirically supported, can 
make a typology even more powerful" (p.380). 

This study was designed to (a) develop a valid, reliable, 

and parsimonious typology of hospitality organization's task 

environments and (b) to determine the real significance of 

that typology by testing for significant empirical 

relationships between different components of the typology 

and strategy and performance. 

While attempts have been made to develop environmental 

typologies in industries other than the hospitality industry 

(Dill 1958; Emery and Trist 1965; Lawrence and Lorsch 1967; 

Thompson 1967; Duncan 1972; Child 1972; Jurkovich 1974; 

Aldrich 1979; Bourgeois 1985), there has been no attempt to 

develop an environmental typology specific to the 

hospitality industry. This lack of research on the 

environment left a void in the hospitality literature. 

Slattery and Olsen (1984) suggested that hospitality 

researchers were still some way away from evolving accurate 

perceptions of the environment and incorporating these 

perceptions into an overview of the corporation's
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environment. It is believed this study goes some way to 

increasing our understanding of the hospitality environment. 

The development of the typology had a solid and sound 

theoretical foundation in the environment literature with 

the three underlying environmental dimensions (munificence, 

dynamism, and complexity) of the typology having been 

derived from seminal studies works in the environment 

literature (e.g., Emery and Trist 1965; Lawrence and Lorsch 

1967; Duncan 1972; Aldrich 1979; Dess and Beard 1982). 

Despite the strong theoretical foundation and despite the 

fact that the environmental instrument consisted of an 

adapted version of a similar instrument used by Dess and 

Beard (1982), several steps were taken to ensure reliability 

and validity of the instrument. 

These steps included running a factor analysis of the 19 

environmental variables, calculating the coefficient alpha 

for each of the three dimensions, and ensuring convergent 

and divergent validity through examination of Pearson 

correlation coefficients. All of these steps resulted in 

removing four variables from the analysis. Three of these 

variables were originally included to tap the 

homogeneity-heterogeneity dimension of environmental 

complexity (USE1, USE2, and USE3) and the fourth variable 

(NEWSALES) was originally included to tap the turbulence 

dimension of environmental dynamism. Taking these four
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variables out of the analysis significantly improved the 

validity and reliability of the instrument. The convergence 

of the findings of this study and the Dess and Beard (1982) 

study suggest that the operationalizations of the three 

dimensions of an organization's task environment have much 

potential and promise in providing a characterization of the 

environment ina reliable, valid and parsimonious manner. 

The construct validity inherent in the statistical 

procedures used is progressive in that it is a move forward 

from past research which, as noted by Dess and Beard (1982), 

has often established a priori environmental dimensions 

without confirmation other than face validity. 

The main statistical technique was to develop the 

hospitality environmental typology was cluster analysis. The 

appropriateness of cluster analysis for undertaking such a 

task is well documented (Hambrick 1983a, 1983b; Frank and 

Green 1968; Morisson 1967) and has already been discussed. 

The analysis resulted in four environmental types: (a) a 

dynamic environment, (b) a low growth environment, (c) a 

high growth environment, and (d) a complex environment. Each 

of these four environmental types will now be discussed. 

The first type of environment was labeled a dynamic 

environment since its discriminating characteristic was a 

high degree of environmental dynamism. This was the type of 

environment most encountered by responding organizations
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with just under 41.1% of firms classifying their environment 

as highly dynamic. This finding is not surprising given the 

findings of past studies in this area. DeNoble and Olsen 

(1986) for example, found that the food service industry had 

a market volatility index of .3634 which was considerably 

higher than the most volatile industry ranked in previous 

studies. Dev (1988) also found evidence to suggest that 

dynamic environments were frequently encountered by 

hospitality organizations. 

Dynamic environments are characterized by a lack of 

pattern, a high degree of unpredictability, and a lack of 

interconnection between environmental elements. Given a 

general slowdown in industry growth, there has been an 

increase in competition for market share. This has resulted 

in intense competition where the actions of competitors are 

often unpredictable. Slowing growth, more sophisticated 

buyers, and falling profits have made the entire strategic 

process uncertain and unpredictable. As the hospitality 

industry becomes increasingly international in its focus, 

distribution methods are changing dramatically. This 

forging into both new geographic and new technological areas 

brings with it a high level of uncertainty and 

unpredictability. 

Given this uncertainty and unpredictability, hospitality 

organizations need to develop flexible and constant methods
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for scanning the environment. Unfortunately, the findings 

from both this and previous studies (e.g., DeNoble and Olsen 

1986; Tse 1988; West 1988) suggest that these necessary 

environmental scanning mechanisms are not yet in place. 

Results from the DeNoble and Olsen (1986) study indicated 

that hospitality executives have an unrealistic, narrow, and 

limited view of the environment in which they operate. These 

authors found that an average of 52.6% of respondents did 

not perform any research and development activities which 

focused upon the impact of the environment upon company 

directions. In this study, only 34.7% of responding firms 

employed an individual whose sole responsibilities were for 

research and development. In addition, only 19.7% of 

responding firms viewed conducting consumer research as 

being very important while 33.3% viewed such research as 

unimportant. This lack of concern for research in general 

does no forbode well for an industry in which particular 

environments are characterized by high levels of uncertainty 

and unpredictability. 

The second type of environment identified was 

characterized by low growth. This was the second most 

frequent type of environment encountered by responding firms 

with 21.9% operating in a low growth environment. The 

slowdown in hospitality industry growth was discussed in 

detail in chapter one and has been well documented elsewhere
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(Sirkis and Race 1982; Laventhal and Horwath 1986, 1987; 

Dev 1989; Tse 1988). Firms operating in this type of 

environment are operating under the classic conditions of a 

mature industry as outlined by Porter (1980). Opportunities 

for growth are extremely limited in this environmental 

setting and there appears to be a lack of innovation and 

testing of new marketing ideas and methods. The emphasis 

would appear to be on share maintenance as opposed to 

increasing market share. 

The third environmental setting identified was labeled as 

a high growth environment. Just over 28.1% of responding 

firms operated in this type of environment. These firms all 

experienced significantly higher than average growth in 

sales, units, and number of employees. The finding of a high 

growth cluster offers some support to the argument put 

forward in chapter one which suggested that it would seem 

logical to propose the existence of heterogeneous 

environmental settings despite the fact that the 

hospitality industry is homogeneous in the sense that all 

firms operating within it do so in the context of a mature 

environment. To label the hospitality industry as mature and 

proceed forward on the assumption that all firms operating 

within the industry is, as proven by this study, an 

incorrect assumption. There are different, often 

contradictory, environmental conditions experienced by
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different hospitality organizations. Unfortunately, no 

significant relationship was found to exist between type of 

environmental setting and firm size, operating affiliation, 

or dominant operating segment, thus it is was not possible 

to say which type of firms tend to operate in this high 

growth environment. 

The final environmental setting identified was 

characterized by a higher than average level of complexity. 

In other words, this type of environment possessed a high 

degree of heterogeneity and a wide range of activities. Just 

under 9.0% of responding firms operated in this type of 

environment. Firms in this kind of environment tended to 

operate over wide geographical areas thus necessitating 

their suppliers, labor pool, customers, sales, competition, 

and location of operating units to be widely dispersed. This 

dispersion meant that there were many different situations 

which had to be assessed and taken into account in the 

strategic decision making process. In other words, the 

environment was not uniform, but rather encompassed a wide 

range of events, circumstances, and situations. Given the 

dramatic increase in merger and acquisition activity in the 

U.S. hospitality industry over the past 20 years (Tse and 

Crawford-Welch 1989), it is not surprising that some 

hospitality firms find themselves operating in environments 

that are complex and seem to possess no uniform or common
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thread. If growth by acquisition continues at its present 

pace, and there is no reason to expect that it will not, it 

is suggested that more and more hospitality organizations 

will find themselves operating in this type of environment. 

Strategy, Performance, and Environment (Proposition Three) 

Miles and Snow (1978) proposed that defender, analyzer 

and prospector strategies are equally effective given 

successful implementation. Past research however, has 

indicated that different strategic groups have significantly 

different financial results (Snow and Hrebiniak 1980; 

Hambrick 1983a; Venkatraman 1986). Results of these three 

studies indicate that achieving a successful alignment or 

fit between environment and strategy is conducive to 

higher-than-average performance. The findings of 

proposition three offer no evidence to support the notion of 

a strategy-environment "match". In most cases, analyzer-like 

organizations appeared to consistently out-perform 

organizations pursuing other kinds of strategies. 

There is inconclusive evidence resulting from this study 

which might suggest that a match or fit is required between 

environmental characteristics and strategic attributes in 

order to achieve higher-than-average performance levels. 

Proposition three also allowed investigation into the
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notion of a strategic time lag. A strategic time lag is 

defined as the time gap between the implementation of a 

strategy and the resulting financial performance brought 

about as a direct cause of that strategy. Research on 

strategic time lags is extremely sparse (Miller 1982) 

possibly due to the fact that such research should ideally 

be longitudinal in nature and is therefore not attractive to 

most researchers who experience pressure to publish on a 

regular basis. 

Due to the limited success of past studies in the area of 

the strategy-performance linkage in the hospitality industry 

in identifying a strong relationship between strategy 

pursued and subsequent financial performance (Dev 1988; West 

1987; Tse 1988) an attempt was made in this study to take 

the notion of a strategic time lag into account in the hope 

of uncovering a more statistically significant relationships 

between the strategies pursued by organizations in the 

sample and their financial performance. 

As already noted, a sub-sample of public firms was taken 

and used to try and identify strategy-performance 

relationships for the years 1988 and 1989. Unfortunately, 

this procedure met with only a limited degree of success due 

to the nature of the data and sub-sample size. It may be 

that more significant results were not uncovered due to a 

fallacious assumption about the length of a the strategic
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time lag in hospitality firms. To the best of the author's 

knowledge there has been no research in the context of the 

hospitality industry, in indeed in the strategic management 

field in general, which has attempted to empirically 

determine the gap that exists between strategy 

implementation and financial results. It may be that this 

time gap varies according to size of organization, type of 

organization, type of strategy being implemented, 

environmental conditions, etc.. Investigation of these 

possible intervening variables is a comprehensive study in 

its own right and beyond the realms of this study. There is 

however a great need to research this issue further. Only 

once the length and existence of a strategic time lag has 

been determined will it be possible to make valid statements 

and propositions about the relationship between strategy and 

performance. Without knowing the length of a strategic time 

lag in an organization, studies on that organization may for 

example find statistically significant relationships between 

strategy and performance but these relationships may be 

misleading since the financial performance being measured 

may not be a result of the strategy being measured but 

rather the result of a strategy that was implemented two, 

three or more years previously. 

In sum, there is a great need for longitudinal research 

on the topic of strategic time lags. This issue is discussed
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later in the chapter under the "Recommendations for Future 

Research" section. 

Strategy and Environment (Propositions Four and Five) 

The objective of proposition four was to determine 

whether characteristics of the environment limit the range 

of maximally feasible strategies such that it is simply not 

accurate to say that all generic strategies are equally 

viable within an environment. Findings offer no support for 

the notion that environmental characteristics limit the 

range of maximally feasible strategies. For example, ina 

dynamic environment a defender-like strategy was clearly the 

dominant strategy being pursued, while in a high growth 

environment an analyzer-like strategy was more popular. 

Within the general research stream on the Miles and Snow 

(1978) typology, there is one particular strand of research 

which is concerned with strategic type identification within 

environmental clusters. One of the fundamental theoretical 

underpinnings of the Miles and Snow (1978) typology is that 

defenders, analyzers, and prospectors will be equally 

distributed within a given industry, and that these 

strategic types will be more prevalent than reactors. This 

assumption has been refuted on several occasions (Snow and 

Hrebiniak 1980; Hambrick 1981; Dev 1988). 

The present study can be added to those studies that
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offer evidence to counter this fundamental assumption of 

equal distribution of analyzer, prospectors, and defenders. 

Based on the cluster analysis of strategic attributes in 

each of the four environmental settings, there was no equal 

distribution of strategic types among or between the four 

environmental settings thus offering no evidence to support 

one of Miles and Snow's fundamental assumptions. 

Proposition five investigated the suggestion that a 

generic strategy will have a different configuration in 

each type of environment in which it was pursued by 

responding firms. Analysis revealed that this was not the 

case. In other words, findings did not suggest that any 

given generic strategy is a combination of several strategic 

characteristics which will vary according to their 

appropriateness ina given type of environment.
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Recommendations for Future Research 

There are several potentially fruitful areas of future 

research steming from the findings of this study. 

First, research is required into the appropriateness of 

standard strategic characteristics used for measuring 

strategy across industries. There is a school of thought 

which argues that services and service industries are unique 

and different from goods and manufacturing industries 

(Thomas 1978; Shostack 1977; Rathmell 1974; Lewis and 

Chambers 1989). If this is the case, then it would seem 

inappropriate to attempt to measure service strategies using 

the same or similar strategic characteristics as one would 

use to measure manufacturing strategies. The assumption of 

the two most used strategic typologies (Porter 1980; Miles 

and Snow 1978) is that their typologies are generic and can 

be applied across industries. Studies on each typology in 

the context of the hospitality industry offer some evidence 

to disprove this assumption (Schaffer 1986; West 1986; Tse 

1988; Dev 1988). It may be that the hospitality industry is 

Significantly different from other industries and thus 

requires more industry specific strategic characteristics to 

be used in any instrument which attempts to tap the complex 

multi-dimensional construct of strategy. 

A second area of future research lies in investigating 

the notion of a strategic lag. An attempt was made in this
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study to take into account the time lag between strategy 

implementation and resulting financial performance. This was 

done by meaSuring strategy and environment for the 1988 

fiscal year and measuring performance for the 1989 fiscal 

year. Further research needs to be conducted into (a) the 

concept of a strategic time lag, (b) the length of the 

strategic time lag in hospitality firms, and (c) factors 

influencing the length of the strategic time lag. To the 

best of the author's knowledge there has been little, if 

any, research in this area in the strategic management 

literature. There has certainly been no research of this 

kind in the hospitality management literature. 

In an effort to research this topic further the firms in 

this study have been sent a letter asking whether they would 

be interested in participating in a longitudinal study of 

the next five years. Those firms that reply affirmatively to 

this suggestion will be asked to complete a survey 

instrument on an annual basis which will measure the three 

main constructs of strategy, environment, and performance. 

It will then be possible to track these three variables over 

time. Only through longitudinal studies of this nature is it 

possible to more accurately research the notion of a 

strategic time lag. It is hoped that this proposed annual 

survey for participating firms will go some way to 

increasing our understanding and knowledge about changes in



400 

strategy, environment and performance over time as well as 

increasing our understanding about the existence and length 

of a strategic time lag. 

While researchers in the strategy field unreservedly 

accept that the study of strategy should be longitudinal in 

nature (Snow and Hrebiniak 1980; Mintzberg 1978; Hambrick 

1979; Miller 1982; Harrigan 1983), to the best of the 

author's knowledge there has only been one major study to 

date which has adopted a longitudinal approach to the study 

of strategy (Miller 1982). Clearly, the study of strategy 

does not lend itself well to cross-sectional methodological 

designs. The proposed extension of this study to an annual 

event will be a significant contribution to the study of 

strategy over time. 

A third area of future research lies in developing 

performance measures relative to the strategy being pursued. 

Standard measures of performance may be biased toward 

particular strategies although this study did produce 

limited evidence to refute this notion. The suggestion being 

made here is that the measurement of performance is a 

relative, not an absolute, measurement. Once generic 

strategies have been developed and validated in the context 

of the hospitality industry, attempts should be made to 

develop measures of performance which accurately reflect the 

nature of these generic strategies.
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Summary 

This chapter (a) reviewed the findings of the statistical 

analyses conducted in chapter four, (b) discussed the 

implications of these findings for organizations operating 

in the hospitality industry, (c) discussed how the findings 

contributed to the existing body of knowledge on the subject 

of the strategy-environment linkage, and (d) offered 

recommendations for future research in the area of 

environment and strategy.
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CaO lh 
Center for Hospitality Research and Service 7O3 94) 4547 Uilicrest Hall virginia “ecr Blac«scurg vA Zate 

January 30, 1990. 

Dear Sir, 

It is no secret that today’s hospitality environment has become increasingly 
fierce and competitive. New concepts appear and disappear with alarming 
frequency. However, we are sure that you will agree with us when we say that 
one of the most effective competitive weapons a hospitality business can have 
is information - information about the environment in which you and your 
competitors operate, and information about strategies pursued by high and low 
performing hospitality organizations. 

It is with the above fact in mind that we at the Center for Hospitality 
Research and Service at Virginia Tech have undertaken a nationwide study of 
hospitality organizations to gather empirical data about the relationships 
between strategy, environment, and performance. Your firm has been randomly 
selected to participate in the study. The findings of the study will readily be 
made available to you, free of charge, if you and one member of your executive 
committee (e.g., VP Finance, VP Marketing, etc.) would be so kind as to give us 
approximately fifteen minutes of your valuable time and each complete one of 
the attached questionnaires. If you return the completed questionnaires we will 
ensure that you receive an executive summary highlighting the important 
findings of this unique and pioneering study. The executive summary will offer 
in-depth insights and interpretations of the empirical data collected. 

We at the Center for Hospitality Research and Service pride ourselves on our 
professionalism and assure you that all data collected will be held in the 
strictest confidence. All results will be reported in the form of statistical 
summaries so that there is no possibility of identifying individual firms. You 
will notice an identification number on the questionnaires. This is simply to 
allow us to determine which businesses have and have not responded to our 
offer. 

  

The questionnaires are self addressed and stamped in order that you may 
simply mail them directly to us here at the Center. 

If you have any questions please contact us at the Center on (703)-231-5515. 

We thank you for your valuable time and effort in completing the attached 
questionnaires. 

Sincerely, 

Michael D. Olsen, Ph.D. Simon Crawford-Welch 
Executive Director Researcher
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A NATIONWIDE STUDY OF THE RELATIONSHIPS BETWEEN ENVIRONMENT, STRATEGY AND 
PERFORMANCE IN THE HOSPITALITY INDUSTRY. 

I. GENERAL INFORMATION 

The purpose of the following three questions is simply to obtain some 
general information about your firm. For the purposes of this survey a firm 
is defined as a an organization which is responsible for the operation of a 
specific brand or concept. For example, if you were the CEO of Embassy 
Suites and you were completing this questionnaire, all questions should be 
interpreted as referring to Embassy Suites and not to Holiday Corp., despite 
the fact that Embassy Suites is owned and operated by Holiday Corp.. 

1. Please state your title Pees DeuT- 

2. Please indicate below the segment which most closely describes the 
segment in which your firm operates. If you firm operates in multiple 
segments please refer only to the dominant segment here. ‘Dominant’ is 
defined as the segment that constitutes the greatest percentage of sales. 

Budget 
__——Nid-Scale 

Luxury 
Other (Please Specify; e.g., Convention) 

3. Please indicate the one category that best describes the operating 
arrangement and affiliation (chain or franchisor) of your firm for the 
1988 fiscal year. 

  
  

Operating Arrangement Affiliation (Chain or Franchise) 

1 Chain Owned and Managed 
2 Chain Leased and Managed 
3 Chain Managed Only 
4 Franchised ea 
5 Independently Owned and Managed 
6 Independently Leased and Managed 

4. Please state the number of units in your firm So 

II. BUSINESS STRATEGY 

The purpose of the following three questions is to gather some information 
about the competitive tactics used by your firm in its day to day operations 
for the 1988 fiscal year. We fully realize that if may be difficult to 
recall precisely the competitive tactics you used in 1988, but may we 
suggest that by referring to your annual report for 1988 you may find the 
task less demanding.
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5. Please indicate the extent to which you consider the following 
competitive methods were less or more important to your firm's overall 
strategy during the 1988 fiscal year. Please use a scale of 1 = Less 
Important to Overall Strategy and 6 = More Important to Overall Strategy. 
Please circle one choice for each item across. 

  

  

Competitive Method Importance to 1988 Overall Strategy 

Less Important More Important 

Focusing on markets/segments 1 2 4 GC) 6 

Cost control 2 4 G) 6 

Training and development 1 2 4 6) 6 

Building reputation of business in 1 2 4 oe 6 
the community 

Monitoring guest satisfaction 1 2 @ 5 6 

Providing a high level of service 1 2 4 © 6 

Controlling quality 1 2 4 (> 6 

Responding to changing market 1 2 @ 5 6 
conditions before competitors 

New product/service development 1 2 5 6 

Maintaining low inventories of food, 1 2 5 6 
beverages and operating supplies 

Providing a variety of goods and 1 2 5 6 
services 

Being price competitive 

wm 
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Testing new marketing ideas and methods 

Serving a variety of markets/segments 

Controlling material/supply sources 

Using loans to finance projects 
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Catering to the specific demands of 
individual customers 

Introducing innovative service methods 1 2 5 6 

Maintaining operational efficiency 1 2 5 6 

Searching for new markets/opportunities 1 2 5 6 

Keeping track of competition 1 (2) 5 6 

Regular renovation/refurbishment 1 2 5 6
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6. pease ee any competitive methods which were not included in Question 5 
ut which you feel were important to your firm's overall strat during 

the 1988 fiscal year. Y *srawesy gos 

Competitive Method Importance to 1988 Overall Strategy 

  

Less Important More Important 

1 2 3 4 5 6 
1 2 3 4 5 6 
1 2 3 4 5 6 

  

  

  

7. Organizations are often described in general terms reflecting the way 
they do business. Described below are four general types of business 
strategy. Please indicate which of the types of business strategy listed 
below best describes your firm during the 1988 fiscal year. Out of an 
overall total of 100 points please distribute those points according to 
the extent to which the descriptions below accurately describe your firm 
in 1988. For example, a completed answer may appear as follows: 

# of points allocated 
according to similarity of 

firm in 1988 Business Type 

60 Type 1 
20 Type 2 
10 Type 3 
10 Type 4 

TOTAL 100 

Lv Type 1. This type of firm does not appear to have a consistent 
customer base/market orientation. The firm is usually 
less aggressive than its competitors, and does not take 
as many risks as the competition. The firm responds more 
in those areas where it is forced by pressure from 
customers, suppliers, competitors, or government 
regulation. 

Cc? Type 2. This type of firm attempts to maintain a stable and 
limited line of services, while at the same time moving 
out quickly to follow a carefully selected set of the 
more promising new developments in the market. The 
firm is seldom ‘first-in’ with new facilities or 
services. However, by carefully monitoring the actions of 
competitors in areas compatible with its stable 
customer/service base, the firm can frequently be 
‘second-in’ with a more cost efficient facility or 
service. 

{0 Type 3. This type of firm typically serves a broad 
customer/market base that undergoes periodic 
redefinitions. The business values being ‘first-in’ in 
offering new facilities/services, even if not all these 
efforts prove to be highly profitable. The firm responds 
rapidly to early signals concerning areas of opportunity, 
and these responses often lead to a new round of 
competitive actions. However, this type of firm may not 
maintain strength in all of the market segments it 
serves.
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ao Type 4. This type of firm attempts to maintain a secure niche 
in a relatively stable customer market segment. The 
firm tends to offer a more limited range of services 
than its competitors, and it tries to protect its 
position by offering quality at lower prices. Often this 
type of firm is not at the forefront of developments 
in the market; it tends to ignore market changes that 
have no direct influence on current areas of operation 
and concentrates instead on doing the best job possible 
in a limited market segment. 

  

III. ENVIRONMENT 

The following five questions are designed to gather information concerning 
the nature and characteristics of the business environment in which your 
firm operated during the 1988 fiscal year. 

8. Please indicate below the average rate of growth for each of the listed 
variables for your firm during the 1988 fiscal year. Please use the 
following scale: 

= less or equal to 4 percent 
= greater than 4 percent but less than 8 percent 
= greater than 8 percent but less than 12 percent 
= greater than 12 percent but less than 16 percent 
= greater than 16 percent but less than 20 percent 
= greater than 20 percent N

W
O
 
P
W
D
 e

e 

Average Rate of Growth for 1988 

  

Low High 

Sales 1 2 3 4& 5 (&, 

Number of Units 1 2 3 4 5 6 

Number of employees 1 2 3 4 GE 6 

9. Please indicate the degree of volatility your firm experienced as a whole 
in each of the following areas for the 1988 fiscal year. Please use the 
scale 1 = stable (i.e., unchanging or steady) and 6 = volatile (i.e., 
changing or unsteady). 

  

Degree of Change in 1988 

  

Stable Volatile 

Prices charged by suppliers 1 (2: 3 4 5 6 
of food, beverage or operating ° 
supplies 

The availability of employees 1 2 3 4. §5 6 

Strategies adopted by 1 2 3 4 5 6 
competitors - 

Customers’ demand for your 1 2 3 4 5 6 
goods and services ~- 

Laws affecting your business 1 2 3 4 5 6 

The availability of credit 1 2 3 4 5 6 
from financial institutions —_
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10. Please indicate below the level of geographic concentration/dispersion of 
the listed variables for your firm during the 1988 fiscal year. Please 
use a scale of 1 = concentrated (i.e., local) and 6 = very dispersed 

(i.e., national). 

Suppliers 

Labor pool 

Customers 

Sales 

Competitors 

Location of operating units 

  

Level of Geographic 
Concentration/Dispersion for 1988 

  

Concentrated Dispersed 

Tl. 2 3 4 5 «6 
—— — 

1 2.3. 4 5 6 
Nee 

1 2 3 64 #5 6 

1 °2 3 4 5 6 

1 2 3 4 5 6 

1 273 4 5 6 

11. Please indicate below the average percent of sales that came from new 
products for the 1988 fiscal year. A new product is defined as any 
product that was introduced to your firm’s entire product line during the 
1988 fiscal year and may range from the introduction of a new 
operating concept to a significant addition to an existing concept. 

less than 4 % 
greater 
greater 
greater 
greater 
greater 

than 

than 
than 

than 

than 

4 % but less than 8 % 
8 % but less than 12 % 
12 % but less than 16 % 
16 & but less than 20 % 
20 © (Please specify %) 

  

12. Please indicate below the extent to which your firm made use of the 
following tactics during the 1988 fiscal year. Please use a scale of 1 
= did not use at all and 6 = used extensively. 

Level of Use in 1988 

  

Did Not Use Used Extensively 

Product/Market specialization 1 2 3 4 5 6 

Product Customization 1 2 3 4 _, 6 

Value/Added 1 2 3 4: 5. 6
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IV. STRUCTURE 

Questions 13 through 15 are designed to capture characteristics of your 
organizational structure. 

13. 

€9) 
(bd) 
(ec) 
(4) 
(e) 
(£) 
(g) 
(h) 
(iL) 
(5) 

14. 

(a) 

(b) 

(c) 

(4) 

(e) 

(f£) 

(g) 

Please indicate below which of the following activities were the 
responsibility of at least one full time individual during the 1988 
fiscal year . 

Administrative procedures (statistics, information systems, etc. 
Financial resource management 
Inventory control 
Legal and insurance requirements 
Operations 
Public relations, advertising or promotion 
Personnel hiring and training 
Purchasing control 
Quality control 
Research and development 

Please indicate below the lowest level in your firm that had the 
authority to make the following decisions during the 1988 fiscal year. 
Please utilize the following scale. 

1 = if level is above president/CEO (e.g., Board of Directors) 
2 = if level is CEO or President 

») 

3 = if level is a functional manager (e.g., V.P. Marketing, V.P. Finance) 
4 = if level is a multi-unit manager (e.g., Regional or District Manager) 
5 
6 

= if level is a unit manager (e.g., General Manager) 
= 1{f level is a sub-unit manager (e.g., Assistant Manager) 

  

Decisions Concerning Level 

Above Pres. Reg. Gen. Asst. 
Pres./CEO CEO VP Mgr. Mgr. Mgr. 

The number of unit production 1 2 3 4 5 6 
workers required 

Amount of overtime to be worked 1 2 3 4 5 6 
at units 

Hiring and firing of employees 1 2 3 4 5 6 

Marketing expenditures 1 2 3 4 5 6 

Expansion into new markets 1 2 3 4 5 6 

New advertising and promotion 1 2 3 4 5 6 
programs 

Allocation of resources (human, 1 2 3 4 5 6 
financial, etc..)
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15. Please indicate below whether the following documents were used in your 
firm by the listed individuals during the 1988 fiscal year. 

(A) Employee handbooks, training manuals, policies and procedures 
manuals, etc., are given to: 

(a) ____s* Noo employees 
(b) __s«éOndy “a few employees 
(c) _ ss Many employees 
(d) ss ALI «employees 

(B) Written job descriptions have been developed for: 

(a) __—No employees 
(b) Direct production employees only 
(c) ss Clerical employees 
(d) Unit managers and supervisors 
(e) ss Multd-unit managers 
(£) Corporate functional managers 

(g) _s«CECOD 

V. PERFORMANCE 1989 

These final four questions will provide us with some information concerning 
your operating results. Once more, we assure you that this information will 
be held in the strictest confidence and the performance of individual 
businesses will not be available in the statistical summaries. This series 
of questions, with the exception of question 19, differs from prior 
questions in that these questions refer to the 1989 fiscal year. 

16. Please indicate below your estimate of the average return on sales for 
your firm for the last fiscal year; i.e., 1989. Average return on 
sales is defined as net operating income before tax and interest divided 
by sales. 

“8% -6 -4 -2 0 2 4 6 8 10 12 14 16 18 20% 

If less than -8% or greater than 20 3 please indicate percentage 

17. Please indicate below your estimate of the average return on assets for 
your firm for the last fiscal year; f.e., 1989. Average return on 
assets is defined as net operating income before tax and interest divided 
by assets. 

“8 % -6 -4 -2 0 2 4 6 8 10 12 14 16 18 20% 

If less than -8% or greater than 20 % please indicate percentage 

18. Please state total unit sales in 1989 $ 

19. Please state total wnit sales in 1988 § 

Finally, if you would like to receive an executive summary of the results of 
this nationwide study, please enclose your business card with the completed 
questionnaires. 

We thank you for your valuable time and effort in completing these
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Can SH 
Center for Hospitality Research and Service 7O3 96) 4547 Hillcrest Hall virginia “ech Blacksourg VA 2406! 

January 30, 1990. 

Dear Sir, 

It is no secret that today's hospitality environment has become increasingly 
fierce and competitive. New concepts appear and disappear with alarming 
frequency. However, we are sure that you will agree with us when we say that 
one of the most effective competitive weapons a hospitality business can have 
is information - information about the environment in which you and your 
competitors operate, and information about strategies pursued by high and low 
performing hospitality organizations. 

It is with the above fact in mind that we at the Center for Hospitality 
Research and Service at Virginia Tech have undertaken a nationwide study of 
hospitality organizations to gather empirical data about the relationships 
between strategy, environment, and performance. Your firm has been randomly 
selected to participate in the study. The findings of the study will readily be 
made available to you, free of charge, if you and one member of your executive 
committee (e.g., VP Finance, VP Marketing, etc.) would be so kind as to give us 
approximately fifteen minutes of your valuable time and each complete one of 
the attached questionnaires. If you return the completed questionnaires we will 
ensure that you receive an executive summary highlighting the important 
findings of this unique and pioneering study. The executive summary will offer 
in-depth insights and interpretations of the empirical data collected. 

  

We at the Center for Hospitality Research and Service pride ourselves on our 
professionalism and assure you that all data collected will be held in the 
strictest confidence. All results will be reported in the form of statistical 
summaries so that there is no possibility of identifying individual firms. You 
will notice an identification number on the questionnaires. This is simply to 
allow us to determine which businesses have and have not responded to our 
offer. 

  

  

The questionnaires are self addressed and stamped in order that you may 
simply mail them directly to us here at the Center. 

If you have any questions please contact us at the Center on (703)-231-5515. 

We thank you for your valuable time and effort in completing the attached 
questionnaires. 

Sincerely, 

Michael D. Olsen, Ph.D. Simon Crawford-Welch 
Executive Director Researcher
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A NATIONWIDE STUDY OF THE RELATIONSHIPS BETWEEN ENVIRONMENT, STRATEGY AND 
PERFORMANCE IN THE HOSPITALITY INDUSTRY. 

I. GENERAL INFORMATION 

The purpose of the following three questions is simply to obtain some 
general information about your firm. For the purposes of this survey a firm 
is defined as a an organization which is responsible for the operation of a 
specific brand or concept. For example, if you were the CEO of a Burger King 
franchise and you were completing this questionnnaire, all questions should 
be interpreted as refering to your specific franchise and not to the Burger 
King Corporation in general. 

— 

1. Please state your title VP Al Ra canr2A, 

2. Please indicate below the segment which most closely describes the 
segment in which yeur firm operates. If you firm operates in multiple 
segments please refer only to the dominant segment here. ‘Dominant’ is 
defined as the segment that constitutes the greatest percentage of sales. 

Fast Food 
Dinner House/Theme 

i Family/Coffee Shop 
Cafeteria 
Other (Please Specify) 

3. Please indicate the one category that best describes the operating 
arrangement and affiliation (chain or franchisor) of your firm for the 
1988 fiscal year. 

    

Operating Arrangement Affiliation (Chain or Franchise) 

1 Chain Owned and Managed 
2 Chain Leased and Managed 
3 Chain Managed Only 
4 Franchised 
3 Independently Owned and Managed wv 
6 Independently Leased and Managed 

4. Please state the number of units in your firm 1a 

II. BUSINESS STRATEGY 

The purpose of the following three questions is to gather some information 
about the competitive tactics used by your firm in its day to day operations 
for the 1988 fiscal year. We fully realize that if may be difficult to 
recall precisely the competitive tactics you used in 1988, but may we 
suggest that by refering to your annual report for 1988 you may find the 
task less demanding. 
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5. Please indicate the extent to which you consider the following 
competitive methods were less or more important to your firm’s overall 
strategy during the 1988 fiscal year. Please use a scale of 1 = Less 
Important to Overall Strategy and 6 = More Important to Overall Strategy. 
Please circle one choice for each item across. 

  

Competitive Method Importance to 1988 Overall Strategy 

Less Important More Important 

Focusing on markets/segments 1 2 3 4 (D 6 

Cost control 1 2 3 (4 5 6 CU JS 
Training and development 1 2 3 4 5 (6? 

Building reputation of business in 1 2 3 4 5 6 
the community —_— 

Monitoring guest satisfaction 1 2 3 4 5 6 

Providing a high level of service 1 2 3 4 5 6 

Controlling quality 1 2 3 4 5 6 

Responding to changing market 1 2 3 4 5 6 
conditions before competitors ~ 

New product/service development 1 2 3 4 3 6 

Maintaining low inventories of food, 1 2 3 4 5 6 
beverages and operating supplies . 

Providing a variety of goods and 1 2 3 4 5 6 
services ° 

Being price competitive 1 2 3 4 5 6 

Testing new marketing ideas and methods 1 2 3 4 cS 6 

Serving a variety of markets/segments 1 2 3 4 5 6 

Controlling material/supply sources 1 2 3 4 3 6 

Using loans to finance projects 1 2 3 4 5 6 

Catering to the specific demands of 1 2 3 4 6 
individual customers 

Introducing innovative service methods 1 2 3 4 5 6 

Maintaining operational efficiency 1 2 3 4 5 6 

Searching for new markets/opportunities 1 2 3 4 5 6 

Keeping track of competition 1 2 3 4&4 5 6 

Regular renovation/refurbishment 1 2 3 4 3. 6
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6. Please list any competitive methods which were not included in Question 5 
but which you feel were important to your firm's overall strategy during 
the 1988 fiscal year. 

Competitive Method Importance to 1988 Overall Strategy 

  

Less Important More Important 

1 2 3 4 5 6 
1 2 3 4 5 6 
1 2 3 4 5 6 

  

  

  

7. Organizations are often described in general terms reflecting the way 
they do business. Described below are four general types of business 
strategy. Please indicate which of the types of business strategy listed 
below best describes your firm during the 1988 fiscal year. Out of an 
overall total of 100 points please distribute those points according to 
the extent to which the descriptions below accurately describe your firm 
in 1988. For example, a completed answer may appear as follows: 

# of points allocated 
according to similarity of 

firm in 1988 Business Type 

60 Type 1 
20 Type 2 
10 Type 3 
10 Type 4 

TOTAL 100 

} \ 

“ Type l. This type of firm does not appear to have a consistent 
customer base/market orientation. The firm is usually 
less aggressive than its competitors, and does not take 
as many risks as the competition. The firm responds more 
in those areas where it is forced by pressure from 
customers, suppliers, competitors, or government 
regulation. 

Type 2. This type of firm attempts to maintain a stable and 
limited line of services, while at the same time moving 
out quickly to follow a carefully selected set of the 
more promising new developments in the market. The 
firm is seldom ‘first-in’ with new facilities or 
services. However, by carefully monitoring the actions of 
competitors in areas compatible with its stable 
customer/service base, the firm can frequently be 
‘second-in’ with a more cost efficient facility or 
service. 

#,7\ 
= Type 3. This type of firm typically serves a broad 

customer/market base that undergoes periodic 
redefinitions. The business values being ‘first-in’ in 
offering new facilities/services, even if not all these 
efforts prove to be highly profitable. The firm responds 
rapidly to early signals concerning areas of opportunity, 
and these responses often lead to a new round of 
competitive actions. However, this type of firm may not 
maintain strength in all of the market segments it 
serves.
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SO Type 4. This type of firm attempts to maintain a secure niche 
in a relatively stable customer market segment. The 
firm tends to offer a more limited range of services 
than its competitors, and it tries to protect its 
position by offering quality at lower prices. Often this 
type of firm is not at the forefront of developments 
in the market; it tends to ignore market changes that 
have no direct influence on current areas of operation 
and concentrates instead on doing the best job possible 
in a limited market segment. 

III. ENVIRONMENT 

The following. five questions are designed to gather information concerning 
the nature and characteristics of the business environment in which your 
firm operated during the 1988 fiscal year. 

8. Please indicate below the average rate of growth for each of the listed 
variables for your firm during the 1988 fiscal year. Please use the 
following scale: 

1 = less or equal to 4 percent 
~ greater than 4 percent but less than 8 percent 
= greater than 8 percent but less than 12 percent 
~ greater than 12 percent but less than 16 percent 
= greater than 16 percent but less than 20 percent 
= greater than 20 percent D

o
k
 
w
p
 

Average Rate of Growth for 1988 

  

Low High 

Sales 1 2 GS 4 5 6 

Number of Units 1 2 4 5 6 

Number of employees 1 2 4 5 6 

9. Please indicate the degree of volatility your firm experienced as a whole 
in each of the following areas for the 1988 fiscal year. Please use the 
scale 1 = stable (i.e., unchanging or steady) and 6 = volatile (i.e., 
changing or unsteady). 

Degree of Change in 1988 

  

Stable Volatile 

Prices charged by suppliers 1 2 3 ( 5 6 
of food, beverage or operating 
supplies 

The availability of employees 1 2 3 D> 6 

Strategies adopted by 1 2 3 
competitors 

4 

Customers’ demand for your 1 2 3 () 5 6 
goods and services 

—
 

N
 

w
 Laws affecting your business 

The availability of credit 1 2 3 
from financial institutions
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10. Please indicate below the level of geographic concentration/dispersion of 
the listed variables for your firm during the 1988 fiscal year. Please 
use a scale of 1 = concentrated (i.e., local) and 6 = very dispersed 

11. 

12. 

(i.e., national). 

  

Level of Geographic 
Concentration/Dispersion for 1988 

  

2 ©@ 

Concentrated 

Suppliers 1 2 3 

Labor pool 1 2 G) 

Customers 1 2 

Sales 1 2 & 

Competitors 1 2 3 

Location of operating units 1 2 OQ G 

Dispersed 

5 6 

5 6 

5 6 

5 6 

5 6 

5 6 

Please indicate below the average percent of sales that came from new 
products for the 1988 fiscal year. A new product is defined as any 
product that was introduced to your firm’s entire product line during the 
1988 fiscal year and may range from the introduction of a new 
operating concept to a significant addition to an existing concept. 

less than 4 & 

_o greater than 4 % but less than 8 % 
greater than 8 % but less than 12 &% 
greater than 12 % but less than 16 % 
greater than 16 % but less than 20 % 
greater than 20 & (Please specify %) 

  

Please indicate below the extent to which your firm made use of the 
following tactics during the 1988 fiscal year. Please use a scale of 1 
= did not use at all and 6 = used extensively. 

Level of Use in 1988 

  

Did Not Use 

Product/Market specialization SD) 2 

Product Customization 1 2 

Value/Added 1 

Used Extensively 

5 6 

3 6 

5 6
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IV. STRUCTURE 

Questions 13 through 15 are designed to capture characteristics of your 
organizational structure. 

13. 

14. 

15. 

Please indicate below which of the following activities were the 
responsibility of at least one full time individual during the 1988 
fiscal year . 

Administrative procedures (statistics, information systems, etc..) 
Financial resource management 

“_ Inventory control 
v__ Legal and insurance requirements 

Operations 
2 Public relations, advertising or promotion 

Personnel hiring and training 
Purchasing control 
Quality control 
Research and development 

\ 

  

  

{h 

  

NA
 

  

Please indicate below the lowest level in your firm that had the 
authority to make the following decisions during the 1988 fiscal year. 
Please utilize the following scale. 

  
  

1 = if level is above president/CEO (i.e., Board of Directors) 
2 = if level is CEO or President 
3 = if level is a functional manager (i.e., V.P. Marketing, V.P. Finance) 
4 = if level is a multi-unit manager (e.g., Regional or District Manager) 
5 = if level is a unit manager (e.g., General Manager) 
6 = if level is a sub-unit manager (e.g., Assistant Manager) 

Decisions Concerning Level 

a 
The number of unit production 1 2 3.274 5 6 

workers required 

Amount of overtime to be worked 1 2 3 4 (5 6 
at units 

Hiring and firing of employees 1 2 3 4 G 6 

Marketing expenditures 1 2 3. 4 5 6 

Expansion into new markets 1 2 3 4 5 6 

New advertising and promotion 1 2 3 4 5 6 
programs vs 

Allocation of resources (human, 1 2 3 4 5 6 
financial, etc..) 

Please indicate below whether the following documents were used in your 
firm by the listed individuals during the 1988 fiscal year. 

(a) Employee handbooks, training manuals, policies and procedures 
manuals, etc., are given to: 

No employees 
Only a few employees 
Many employees 

__W__ All employees 
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(b) Written job descriptions have been developed for: 

No employees 
Y/Y _ Direct production employees only 

ba Clerical employees 
-- Unit managers and supervisors 

Multi-unit managers 
Corporate functional managers 
CEO 

  

  

  

\ 

V. PERFORMANCE 

These final three questions will provide us with some information concerning 
your operating results. Once more, we assure you that this information will 
be held in the strictest confidence and the performance of individual 
businesses will not be available in the statistical summaries. This series 
of questions differs from prior questions in that these questions refer to 
the 1989 fiscal year. 

16. Please indicate below your estimate of the average return on sales for 
your firm for the last fiscal year; i.e., 1989. Average return on 
sales is defined as net operating income before tax and interest/annual 
sales. 

-8 % -6 -4 -2 0 2 4 6 8 10 12 14 16 18 208 

If less than -5 % or greater than 20 % please indicate percentage b 

17. Please indicate below your estimate of the average return on assets for 
your firm for the last fiscal year; i.e., 1989. Average return on 
assets is defined as net operating income before tax and interest/total 
assets. 

-8% -6 -4 -2 0 2 4 6 8 10 12 14 16 18 20 % 

, — If less than -5 % or greater than 20 % please indicate percentage 

18. Please indicate below your estimate of the average growth in unit sales 
for all units in your firm for the last fiscal year; i.e., 1989. 
Average growth in unit sales for 1989 is defined the percentage 
difference between average growth in unit sales for 1989 over 1988. 
Average growth in unit sales is defined as the total annual sales divided 
by number of units. 

- 
s 

- %. 

Finally, if you would like to receive an executive summary of the results of 
this nationwide study, please enclose your business card with the 
questionnaire. 

We thank you for your valuable time and effort in completing this 
questionnaire.
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Appendix 2: 

(a) Final Questionnaires 

(b) Cover Letter Sent With First Mailing 

(c) Cover Letter Sent With Final Mailing
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This questionnaire is self-addressed with pre-paid postage. To return, please 
fold so that address is visible. Once again, thank-you for your time and help. 

i 
  

BUSINESS REPLY MAIL 
FIRSTCLASS PERMITNO.10 BLACKSBURG, VA 24060     
  

POSTAGE WILL BE PAID BY ADORESSEE 

VIRGINIA TECH 
HRIM DEPT HILLCREST 
CENTER FOR HOSPITALITY RESEARCH & SERVICE 
PO BOX 850 
BLACKSBURG VA 24063-9985 

  

NO POSTAGE 
NECESSARY 
tF MAILED 

IN THE 
UNITED STATES      
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A NATIONWIDE STUDY OF THE RELATIONSHIPS BETWEEN ENVIRONMENT, STRATEGY AND 
PERFORMANCE IN THE HOSPITALITY INDUSTRY. 

I. GENERAL INFORMATION 

The purpose of the following four questions is simply to obtain some 
general information about your firm. For the purposes of this survey a firm 
is defined as a an organization which is responsible for the operation of a 
specific brand or concept. For example, if you were the CEO and/or President 
of Embassy Suites and and you were completing this questionnaire, all 
questions should be interpreted as referring to Embassy Suites and not to 
Holiday Corp., despite the fact that Embassy Suites is operated by Holiday 
Corp.. 

1. Please state your title 
  

2. Please indicate below the segment which most closely describes the 
segment in which your firm operates. If you firm operates in multiple 
segments, please refer only to the dominant segment here. ‘Dominant’ is 
defined as the segment that constitutes the greatest percentage of sales. 
Please indicate below the approximate percentage of total firm sales 
derived from each segment. 

% of Sales 

(a) _ ss —t—“‘éBadgentnt 
(bo) _ sé MiLd-Sccale 
(c) Luxury 
(d) Other (Please Specify; e.g., Convention) 

3. Please indicate the one category that best describes the operating 
arrangement and affiliation (chain or franchisor) of your firm for the 
1988 fiscal year. 

Operating Arrangement Affiliation (Chain or Franchise) 

(a) Chain Owned and Managed 

(b) Chain Leased and Managed 

(c) Chain Managed Only 
(d) Franchised 
(e) Independently Owned and Managed 
(£) Independently Leased and Managed 

4. Please state the number of units in your firm at the end of the following 
fiscal years. 

Year Number of Units 

1989 
1988 
1987 

II. BUSINESS STRATEGY 

The purpose of the following three questions is to gather some information 
about the competitive tactics used by your firm in its day to day operations 
for the 1988 fiscal year. We fully realize that if may be difficult to 
recall precisely the competitive tactics you used in 1988, but may we 
suggest that by referring to your annual report for 1988 you may find 
the task less demanding. 
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5. Please indicate the extent to which you consider the following 

competitive methods were less or more important to your firm’s overall 

strategy during the 1988 fiscal year. Please use a scale of 1 = Not At 

All Important to Overall Strategy and 6 = Extremely Important to Overall 

Strategy. Please circle one choice for each item across. 

  

  

Competitive Method Importance to 1988 Overall Strategy 

Not At All Extremely 
Important Important 

(a) Focusing on specific i 2 3 4 5 6 
markets/segments 

(b) Cost control 1 2 3 4 5 6 

(c) Training and development 1 2 3 4 5 6 

w
 N w&
 

> eA
) 

an
 

(d) Building reputation of business in 

local communities 

(e) Monitoring guest satisfaction l 2 3 4 5 6 

(£) Providing a high level of service 1 2 3 4 5 6 

(g) Controlling quality 1 2 3 4 5 6 

(h) Responding to changing market 1 2 3 4 5 6 
conditions before competitors 

(1) New product/service development 1 2 3 4 5 6 

(j) Maintaining low inventories of food, 1 2 3 4 5 6 

beverages and operating supplies 

(k) Providing a variety of goods and 1 2 3 4 5 6 
services 

(1) Being price competitive 1 2 3 4 5 6 

(m) Testing new marketing ideas and methods 1 2 3 4 5 6 

(n) Serving a variety of markets/segments 1 2 3 4 5 6 

(o) Controlling material/supply sources 1 2 3 4 5 6 

(p) Using loans to finance projects 1 2 3 4 5 6 

(q) Catering to the specific demands of 1 2 3 4 5 6 

individual customers 

(r) Introducing innovative service methods 1 2 3 4 5 6 

(s) Maintaining operational efficiency 1 2 3 4 5 6 

(t) Searching for new markets/opportunities 1 2 3 4 5 6 

(u) Keeping track of competition 1 2 3 4 5 6 

(v) Regular renovation/refurbishment 1 2 3 4 5 6 

(w) Conducting consumer research 1 2 3 4 5 6
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6. Please list any competitive methods which were not included in Question 5 

but which you feel were important to your firm’s overall strategy during 

the 1988 fiscal year. 

  

  

  

Competitive Method Importance to 1988 Overall Strategy 

Not At All Extremely 
Important Important 

1 2 3 4 5 6 
1 2 3 4 5 6 
1 2 3 4 5 6 

  

7. Organizations are often described in general terms reflecting the way 

they do business. Described below are four general types of business 

strategy. Please indicate which of the types of business strategy listed 

below best describes your firm during the 1988 fiscal year. Out of an 

overall total of 100 points please distribute those points according 

to the extent to which the descriptions below accurately describe 

your firm in 1988. For example, a completed answer may appear as 

follows: 

    

# of points allocated 
according to similarity of 

firm in 1988 Business Type 

60 Type 1 
20 Type 2 
10 Type 3 
10 Type 4 

TOTAL 100 

# points (tot. 100) 

Type l. This type of firm attempts to maintain a stable and 
limited line of services, while at the same time moving 
out quickly to follow a carefully selected set of the 
more promising new developments in the market. The firm 
is seldom ‘first-in’ with new facilities or services. 
However, by carefully monitoring the actions of 
competitors in areas compatible with its stable customer/ 
service base, the firm can frequently be ‘second-in’ with 
a more cost efficient facility or service. 

Type 2. This type of firm typically serves a broad customer/ 
market base that undergoes periodic reevaluations. The 
business values being 'first-in’ in offering new 
facilities/services, even if not all these efforts prove 
to be highly profitable. The firm responds rapidly to 
early signals concerning areas of opportunity, and these 
responses often lead to a new round of competitive 
actions. However, this type of firm may not maintain 
strength in all of the market segments it serves. 

Type 3. This type of firm is usually more risk averse and less 
aggressive than its competitors. The firm is likely to 
respond more in those areas that it is forced to by 
pressure from customers, suppliers, competitors, or 
government regulation. Generally, this type of firm does 
not appear to have a consistent customer base/market 
orientation
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Type 4. This type of firm attempts to maintain a secure niche 
in a relatively stable customer market segment. The 
firm tends to offer a more limited range of services 
than its competitors, and it tries to protect its 
position by offering quality at the best price. Often 
this type of firm is not at the forefront of developments 
in the market; it tends to ignore market changes that 
have no direct influence on current areas of operation 
and concentrates instead on doing the best job possible 
in a limited market segment. 

III. ENVIRONMENT 

The following five questions are designed to gather information concerning 
the nature and characteristics of the business environment in which your 
firm operated during the 1988 fiscal year. 

8. Please indicate below the average rate of growth for each of the listed 
variables for your firm during the 1988 fiscal year. Please use the 
following scale: 

less than or equal to 3.99 % 
greater than or equal to 4 &% but less than or equal to 7.99 % 
greater than or equal to 8 % but less than or equal to 11.99 % 
greater than or equal to 12 % but less than or equal to 15.99 % 
greater than or equal to 16 % but less than or equal to 19.99 % 
greater than or equal to 20 % 

Average Rate of Growth for 1988 

1 
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Low High 

(a) Sales 1 2 3 4 5 6 

(b) Number of Units 1 2 3 4 5 6 

(c) Number of employees 1 2 3 4 5 6 

9. Please indicate the degree of volatility your firm experienced as a whole 
in each of the following areas for the 1988 fiscal year. Please use the 
scale 1 = not at all volatile (i.e., unchanging or steady) and 
6 = extremely volatile (i.e., changing or unsteady). 

Degree of Volatility in 1988 

  

Not at all Extremely 
Volatile Volatile 

(a) Prices charged by suppliers 1 2 3 4 5 6 
of food, beverage or operating 
supplies 

(b) The availability of employees 1 2 3 4 5 6 

(c) Strategies adopted by 1 2 3 4 5 6 
competitors 

(d) Customers’ demand for your 1 2 3 4 5 6 
goods and services 

(e) Laws affecting your business 1 2 3 4 5 6 

(£) The availability of credit 1 2 3 4 5 6 
from financial institutions
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10. Please indicate below the level of geographic concentration/dispersion of 
the listed variables for your firm during the 1988 fiscal year. Please 
use a scale of 1 = very concentrated (i.e., , local) and 6 = very dispersed 
(i.e., national). 

  

Level of Geographic 
Concentration/Dispersion for 1988 

  

Very Very 

Concentrated Dispersed 

(a) Suppliers 1 2 3 4 5 6 

(b) Labor pool 1 2 3 4 5 6 

(c) Customers 1 2 3 4 5 6 

(d) Sales 1 2 3 4 5 6 

(e) Competitors i 2 3 4 5 6 

(£) Location of operating units 1 2 3 4 5 6 

ll. Please indicate below the average percent of sales that came from new 
products for the 1988 fiscal year. A new product is defined as any 
product that was introduced to your firm’s product line during the 
1988 fiscal year and may range from the introduction of a new 
operating concept (e.g., a new lodging concept) to a significant 
addition to an existing concept (e.g., the introduction of extended-stay 
all-suites to an existing all-suite product line). 

  

(a) less than or equal to 1.99 % 

  

  

  

(b) greater than or equal to 2 % but less than or equal to 3.99 % 
(c) greater than or equal to 4 % but less than or equal to 5.99 % 
(d) greater than or equal to 6 % but less than or equal to 7.99 % 
Ce) greater than or equal to 8 % but less than or equal to 9.99 % 
C£) greater than or equal to 10 % (Please specify %) 

12. Please indicate below the extent to which your firm emphasized the 
following tactics during the 1988 fiscal year. Please use a scale of 
1 = did not emphasize at all and 6 = emphasized extensively. 

Level of Use in 1988 

  

Did Not Emphasized 
Emphasize At All Extensively 

(a) Product/Market Specialization 1 2 3 4 5 6 

(b) Product Customization i 2 3 4 5 6 

(c) Value/Added 1 2 3 4 5 6
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IV. STRUCTURE 

Que 

org 

13. 

(a) 
(b) 
(c) 
(d) 
(e) 

14. 

(a) 

(b) 

(ec) 

(d) 

(e) 

(£) 

(g) 

stions 13 through 15 are designed to capture characteristics of your 
anizational structure. 

Please indicate below which of the following activities were the 
responsibility of at least one full time individual during the 1988 

fiscal year . 

  

  

Administrative procedures (statistics, information systems, etc..) 
Financial resource management 
Inventory control 
Legal and insurance requirements 
Operations 
Public relations, advertising or promotion 
Personnel hiring and training 
Purchasing control 
Quality control 
Research and development 

Please indicate below the lowest level in your firm that had the 
authority to make the following decisions during the 1988 fiscal year. 
Please utilize the following scale. 

1 = if level is above president/CEO (e.g., Board of Directors) 
2 = if level is CEO or President 
3 = if level is a functional manager (e.g., V.P. Marketing, V.P. Finance) 
4 = if level is a multi-unit manager (e.g., Regional or District Manager) 

5 = if level is a unit manager (e.g., General Manager) 
6 = if level is a sub-unit manager (e.g., Assistant Manager) 

Decisions Concerning Level 

Above Pres. Reg. Gen. Asst. 
Pres./CEO CEO VP Mgr. Mgr. Mgr. 

The number of unit production 1 2 3 4 5 6 
workers required 

Amount of overtime to be worked 1 2 3 4 5 6 
at units 

Hiring and firing of employees 1 2 3 4 5 6 

Marketing expenditures 1 2 3 4 5 6 

Expansion into new markets 1 2 3 4 5 6 

New advertising and promotion 1 2 3 4 5 6 
programs 

Allocation of resources (human, 1 2 3 4 5 6 
financial, etc..)
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15. Please indicate below whether the following documents were used in your 
firm by the Listed individuals during the 1988 fiscal year. 

(A) Employee handbooks, training manuals, policies and procedures 

manuals, etc., are given to: 

(a) No employees 
(b) Only a few employees 

(c) ___—_s« Many «employees 
(d) All employees 

(B) Written job descriptions have been developed for 

(a) ___—sCiNo_ employees 
(b) Direct production employees only 
(ec) Clerical employees 
(d) Unit managers and supervisors 
(e) Multi-unit managers 
(£) Corporate functional managers 
(g) CEO 

V. PERFORMANCE 1989 

These final four questions will provide us with some information concerning 
your operating results. Once more, we assure you that this information will 
be held in the strictest confidence and the performance of individual 
businesses will not be available in the statistical summaries. This series 
of questions, with the exception of question 19, differs from prior 
questions in that these questions refer to the 1989 fiscal year. 

16. Please indicate below your estimate of the average return on sales for 
your firm for the last fiscal year; fi.e., 1989. Average return on 

sales is defined as net operating income before tax and interest divided 
by sales. 

-8 %-6 -4 -2 0 2 4 6 8 10 12 14 16 18 20% 

If less than -8% or greater than 20 % please indicate percentage 

17. Please indicate below your estimate of the average return on assets for 
your firm for the last fiscal year; i.e., 1989. Average return on 
assets is defined as net operating income before tax and interest divided 
by assets. 

“8% -6 -4 -2 0 2 4 6 8 10 12 14 16 18 20% 

If less than -8% or greater than 20 % please indicate percentage 

18. Please state total unit sales in 1989 $ 

19. Please state total unit sales in 1988 § 

Finally, if you would like to receive an executive summary of the results of 
this nationwide study, please enclose your business card with the completed 
questionnaires. 

We thank you for your valuable time and effort in completing these 
questionnaires.



428 

This questionnaire is self-addressed with pre-paid postage. To return, please 
fold so that address is visible. Once again, thank-you for your time and help. 

NO POSTAGE 
NECESSARY 
IF MAILED 

IN THE 
UNITED STATES 

' 

  

  
  

BUSINESS REPLY MAIL 
FIRST CLASS PERMITNO.10 BLACKSBURG, VA 24060     
  

POSTAGE WILL BE PAID BY ADDRESSEE 

VIRGINIA TECH 
HRIM DEPT HILLCREST 

CENTER FOR HOSPITALITY RESEARCH & SERVICE 
PO BOX 850 
BLACKSBURG VA 24063-9985
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A NATIONWIDE STUDY OF THE RELATIONSHIPS BETWEEN ENVIRONMENT, STRATEGY AND 

PERFORMANCE IN THE HOSPITALITY INDUSTRY. 

I. GENERAL INFORMATION 

The purpose of the following four questions is simply to obtain some 
general information about your firm. For the purposes of this survey a firm 
is defined as a an organization which is responsible for the operation of a 
specific brand or concept. For example, if you were the CEO and/or President 
of a Burger King franchise and you were completing this questionnaire, all 
questions should be interpreted as referring to your specific franchise and 
not to the Burger King Corporation in general. 

1. Please state your title 
  

2. Please indicate below the segment which most closely describes the 
segment in which your firm operates. If you firm operates in multiple 
segments, please refer only to the dominant segment here. ‘'Dominant’ is 
defined as the segment that constitutes the greatest percentage of sales. 
Please indicate below the approximate percentage of total firm sales 
derived from each segment. 

% of Sales 

(a) Quick Service 

(b) Dinner House/Theme 
(¢) Family/Coffee Shop 
(d) Cafeteria 
(Ce) Other (Please Specify) 

3. Please indicate the one category that best describes the operating 
arrangement and affiliation (chain or franchisor) of your firm for the 
1988 fiscal year. 

Operating Arrangement Affiliation (Chain or Franchise) 
  

(a) Chain Owned and Managed 
(b) Chain Leased and Managed 
(c) Chain Managed Only 
(d) Franchised 
(e) Independently Owned and Managed 
(£) Independently Leased and Managed 

4. Please state the number of units in your firm at the end of the following 
fiscal years. 

Year Number of Units 

1989 
1988 
1987 

II. BUSINESS STRATEGY 

The purpose of the following three questions is to gather some information 
about the competitive tactics used by your firm in its day to day operations 
for the 1988 fiscal year. We fully realize that if may be difficult to 
recall precisely the competitive tactics you used in 1988, but may we 
suggest that by referring to your annual report for 1988 you may find 
the task less demanding.
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5. Please indicate the extent to which you consider the following 

competitive methods were less or more important to your firm’s overall 

strategy during the 1988 fiscal year. Please use a scale of 1 = Not At 

All Important to Overall Strategy and 6 = Extremely Important to Overall 

Strategy. Please circle one choice for each item across. 

  

Competitive Method Importance to 1988 Overall Strategy 

Not At All Extremely 
Important . Important 

(a) Focusing on specific 1 2 3 4 5 6 

markets/segments 

Cb) Cost control 1 2 3 4 5 6 

(e) Training and development 1 2 3 4 5 6 

(d) Building reputation of business in 1 2 3 4 5 6 
local communities 

(e) Monitoring guest satisfaction 1 2 3 4 5 6 

(f) Providing a high level of service 1 2 3 4 5 6 

(g) Controlling quality 1 2 3 4 5 6 

(h) Responding to changing market 1 2 3 4 5 6 
conditions before competitors 

(1) New product/service development 1 2 3 4 5 6 

(j) Maintaining low inventories of food, 1 2 3 4 5 6 
beverages and operating supplies 

(k) Providing a variety of goods and 1 2 3 4 5 6 
services 

(1) Being price competitive 1 2 3 4 5 6 

(m) Testing new marketing ideas and methods 1 2 3 4 5 6 

(n) Serving a variety of markets/segments 1 2 , 3 4 5 6 

(0) Controlling material/supply sources 1 2 3 4 5 6 

(p) Using loans to finance projects 1 2 3 4 5 6 

(q) Catering to the specific demands of 1 2 3 4 5 6 
individual customers 

(xr) Introducing innovative service methods 

(s) Maintaining operational efficiency 

(t) Searching for new markets/opportunities 

(u) Keeping track of competition 

(v) Regular renovation/refurbishment 
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. Please list any competitive methods which were not included in Question 5 
but which you feel were important to your firm’s overall strategy during 
the 1988 fiscal year. 

  

  

Competitive Method Importance to 1988 Overall Strategy 

Not At All Extremely 
Important Important 

1 2 3 4 5 6 
1 2 3 4 5 6 
1 2 3 4 5 6 

  

  

. Organizations are often described in general terms reflecting the way 
they do business. Described below are four general types of business 
strategy. Please indicate which of the types of business strategy listed 
below best describes your firm during the 1988 fiscal year. Out of an 
overall total of 100 points please distribute those points according 
to the extent to which the descriptions below accurately describe 
your firm in 1988. For example, a completed answer may appear as 
follows: 

# of points allocated 
according to similarity of 

firm in 1988 Business Type 

60 Type 1 
20 Type 2 
10 Type 3 
10 Type 4 

TOTAL 100 

# points (tot. 100) 

Type l. 

Type 2. 

Type 3. 

This type of firm attempts to maintain a stable and 
limited line of services, while at the same time moving 
out quickly to follow a carefully selected set of the 
more promising new developments in the market. The firm 
is seldom ‘first-in’ with new facilities or services. 
However, by carefully monitoring the actions of 
competitors in areas compatible with its stable customer/ 
service base, the firm can frequently be ‘second-in’ with 
a more cost efficient facility or service. 

This type of firm typically serves a broad customer/ 
market base that undergoes periodic reevaluations. The 
business values being 'first-in’ in offering new 
facilities/services, even if not all these efforts prove 
to be highly profitable. The firm responds rapidly to 
early signals concerning areas of opportunity, and these 
responses often lead to a new round of competitive 
actions. However, this type of firm may not maintain 
strength in all of the market segments it serves. 

This type of firm is usually more risk averse and less 
aggressive than its competitors. The firm is likely to 
respond more in those areas that it is forced to by 
pressure from customers, suppliers, competitors, or 
government regulation. Generally, this type of firm does 
not appear to have a consistent customer base/market 
orientation
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Type 4. This type of firm attempts to maintain a secure niche 
in a relatively stable customer market segment. The 
firm tends to offer a more limited range of services 
than its competitors, and it tries to protect its 
position by offering quality at the best price. Often 
this type of firm is not at the forefront of developments 
in the market; it tends to ignore market changes that 
have no direct influence on current areas of operation 
and concentrates instead on doing the best job possible 
in a limited market segment. 

III. ENVIRONMENT 

The following five questions are designed to gather information concerning 
the nature and characteristics of the business environment in which your 
firm operated during the 1988 fiscal year. 

(a) 

(b) 

(ce) 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

Please indicate below the average rate of growth for each of the listed 
variables for your firm during the 1988 fiscal year. Please use the 
following scale: 

l = less than or equal to 3.99 % 

  

2 = greater than or equal to 4 % but less than or equal to 7.99 % 
3 = greater than or equal to 8 % but less than or equal to 11.99 % 
4 = greater than or equal to 12 % but less than or equal to 15.99 % 
5 = greater than or equal to 16 % but less than or equal to 19.99 % 
6 = greater than or equal to 20 % 

Average Rate of Growth for 1988 

Low High 

Sales 1 2 3 4 5 6 

Number of Units 1 2 3 4 5 6 

Number of employees 1 2 3 4 5 6 

Please indicate the degree of volatility your firm experienced as a whole 
in each of the following areas for the 1988 fiscal year. Please use the 
scale 1 = not at all volatile (1.e., unchanging or steady) and 
6 = extremely volatile (i.e., changing or unsteady). 

Degree of Volatility in 1988 

  

Not at all Extremely 
Volatile Volatile 

Prices charged by suppliers 1 2 3 4 5 6 
of food, beverage or operating 
supplies 

The availability of employees 1 2 3 4 5 6 

Strategies adopted by 1 2 3 4 5 6 
competitors 

Customers’ demand for your 1 2 3 4 5 6 
goods and services 

Laws affecting your business 1 2 3 4 5 6 

The availability of credit 1 2 3 4 5 6 
from financial institutions
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(a) 

(b) 

(c) 

(d) 

(e) 

(£) 

ll. 

(a) 
(b) 
(c) 
(d) 
(e) 
(£) 

12. 
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Please indicate below the level of geographic concentration/dispersion of 
the listed variables for your firm during the 1988 fiscal year. Please 
use a scale of 1 = very concentrated (i.e., local) and 6 = very dispersed 
(i.e., national). 

Level of Geographic 
Concentration/Dispersion for 1988 

Very Very 
Concentrated Dispersed 

Suppliers 1 2 3 4 6 

Labor pool 1 2 3 4 5 6 

Customers 1 2 3 4 5 6 

Sales 1 2 3 4 5 6 

Competitors 1 2 3 4 5 6 

Location of operating units 1 2 3 4 5 6 

Please indicate below the average percent of sales that came from new 
products for the 1988 fiscal year. A new product is defined as any 
product that was introduced to your firm’s product line during the 
1988 fiscal year and may range from the introduction of a new 
operating concept (e.g., a new lodging concept) to a significant 
addition to an existing concept (e.g., the introduction of extended-stay 
all-suites to an existing all-suite product line). 

    

  

less than or equal to 1.99 % 
greater than or equal to 2 % but less than or equal to 3.9 
greater than or equal to 4 % but less than or equal to 5.9 
greater than or equal to 6 % but less than or equal to 7.9 
greater than or equal to 8 % but less than or equal to 9.9 
greater than or equal to 10 % (Please specify %) 

9% 
9% 
9% 
9% 

Please indicate below the extent to which your firm emphasized the 
following tactics during the 1988 fiscal year. Please use a scale of 
1 = did not emphasize at all and 6 = emphasized extensively. 

Level of Use in 1988 

  

Did Not Emphasized 
Emphasize At All Extensively 

(a) Product/Market Specialization 1 2 3 4 5 6 

(b) Product Customization 1 2 3 4 5 6 

(c) Value/Added 1 2 3 4 5 6
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IV. STRUCTURE 

Que 

org 

13. 

(a) 
(bd) 
(c) 
(d) 
Ce) 
(£) 
(g) 
¢h) 
(1) 
(Jj) 

14. 

(a) 

(b) 

(¢) 

(4) 

Ce) 

(£) 

(g) 

stions 13 through 15 are designed to capture characteristics of your 
anizational structure. 

Please indicate below which of the following activities were the 
responsibility of at least one full time individual during the 1988 
fiscal year . 

Administrative procedures (statistics, information systems, etc. 
Financial resource management 
Inventory control 
Legal and insurance requirements 
Operations 
Public relations, advertising or promotion 
Personnel hiring and training 
Purchasing control 
Quality control 
Research and development T

T
L
 AT 

Please indicate below the lowest level in your firm that had the 
authority to make the following decisions during the 1988 fiscal year. 
Please utilize the following scale. 

  

>) 

1 = if level is above president/CEO (e.g., Board of Directors) 
2 = if level is CEO or President 
3 = if level is a functional manager (e.g., V.P. Marketing, V.P. Finance) 
4 = if level is a multi-unit manager (e.g., Regional or District Manager) 

5 = if level is a unit manager (e.g., General Manager) 
6 = if level is a sub-unit manager (e.g., Assistant Manager) 

Decisions Concerning Level 

Above Pres. Reg. Gen. Asst. 
Pres./CEO CEO VP Mgr. Mgr. Mgr. 

The number of unit production 1 2 3 4 5 6 
workers required 

Amount of overtime to be worked 1 2 3 4 5 6 
at units 

Hiring and firing of employees 1 2 3 4 5 6 

Marketing expenditures 1 2 3 4 5 6 

Expansion into new markets 1 2 3 4 5 6 

New advertising and promotion 1 2 3 4 5 6 
programs 

Allocation of resources (human, 1 2 3 4 5 6 
financial, etc..)
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15. Please indicate below whether the following documents were used in your 
firm by the listed individuals during the 1988 fiscal year. 

(A) Employee handbooks, training manuals, policies and procedures 
manuals, etc., are given to: 

(a) ___—_s« Noo employees 
(b) Only a few employees 
(c) ss Many employees 
(d) All employees .. 

(B) Written job descriptions have been developed for: 

(a) No employees 
(b) Direct production employees only 

(c) Clerical employees 
(d) Unit managers and supervisors 
(e) Multi-unit managers 
(£) Corporate functional managers 
(g) ____s« CEO 

V. PERFORMANCE 1989 

These final four questions will provide us with some information concerning 
your operating results. Once more, we assure you that this information will 
be held in the strictest confidence and the performance of individual 
businesses will not be available in the statistical summaries. This series - 
of questions, with the exception of question 19, differs from prior 
questions in that these questions refer to the 1989 fiscal year. 

16. Please indicate below your estimate of the average return on sales for 
your firm for the last fiscal year; i.e., 1989. Average return on 

sales is defined as net operating income before tax and interest divided 
by sales. 

-8 %-6 -4 -2 0 2 4 6 8 10 12 14 16 18 203% 

If less than -8% or greater than 20 % please indicate percentage 

17. Please indicate below your estimate of the average return on assets for 
your firm for the last fiscal year; i.e., 1989. Average return on 
assets is defined as net operating income before tax and interest divided 
by assets. 

“8% -6 -4 -2 0 2 4 6 8 10 12 14 16 18 20 % 

If less than -8% or greater than 20 % please indicate percentage 

18. Please state total unit sales in 1989 $ 

19. Please state total unit sales in 1988 §$ 

Finally, if you would like to receive an executive summary of the results of 
this nationwide study, please enclose your business card with the completed 
questionnaires. 

We thank you for your valuable time and effort in completing these 
questionnaires. _
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(ane 
Center for Hospitality Research and Service Hillcrest Hall Virginia Tech Blacksburg VA 2406! 

February 25, 1990. 

Dear Sir, 

It is no secret that today’s hospitality environment has become increasingly 
fierce and competitive. We are sure that you will agree with us when we say 
that one of the most effective competitive weapons a hospitality business can 
have is information - information about the environment in which you and your 
competitors operate, and information about strategies pursued by high and low 
performing hospitality organizations. 

It is with this fact in mind that we at the Center for Hospitality 
Research and Service at Virginia Tech have undertaken nationwide studies of 
hospitality organizations to gather empirical data about the relationships 
between strategy, environment, and performance. Your firm has been randomly 
selected to participate in the current study. If you and one member of your 

executive committee (e.g., VP Finance, VP Marketing, etc.) would be so kind as 
to give us a small amount of your valuable time and each complete one of the 
attached questionnaires, we will ensure that an executive summary highlighting 
the important findings of this unique and pioneering study will readily be made 
available to you, free of charge, upon request. The executive summary will 

offer in-depth insights and interpretations of the empirical data collected. If 
you would like to receive the executive summary of the results, please enclose 

your business card with the completed questionnaires. 

  

We at the Center for Hospitality Research and Service pride ourselves on our 
professionalism and assure you that all data collected will be held in the 

  

strictest confidence. All results will be reported in the form of statistical 

summaries so that there is no possibility of identifying individual firms. You 
will notice an identification number on the questionnaires. This is simply to 
allow us to determine which businesses have and have not responded to our 
offer. 

  

The questionnaires are self addressed and stamped in order that you may 
simply mail them directly to us here at the Center. 

If you have any questions please contact us at the Center on (703)-231-5515. 

We thank you for your valuable time and effort in completing the attached 
questionnaires. 

Sincerely, 

Michael D. Olsen, Ph.D. Simon Crawford-Welch 
Executive Director Researcher
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COLLEGE OF HUMAN RESOURCES 

VIRGINIA POLYTECHNIC INSTITUTE AND STATE UNIVERSITY 

Blacksburg, Virginia 24061-0429 

  

DEPARTMENT OF HOTEL, RESTAURANT & INSTITUTIONAL MANAGEMENT 

(703) 231-5515 - Facsimile (703) 231-7826 - Telex 9103331861 

April 14, 1990. 

Dear Sir, 

About two weeks ago, a set of questionnaires relating to a nationwide study 
of the relationships between environment, strategy and performance in the 
hospitality industry was mailed to you. Your firm was randomly selected to 
participate in the study. It appears that I have not yet received a completed 
questionnaire from you. 

If you could spare a few minutes of your time and please complete the 
enclosed questionnaire I would be most grateful and appreciative, ESPEC{ALLY 
SINCE AN ACCEPTABLE RESPONSE RATE IS A REQUIREMENT OF MY BEING AWARDED THE 
DEGREE OF Ph.D. OF WHICH THIS STUDY CONSTITUTES THE MAJOR PART! 

If you would be so kind as to complete this questionnaire, I wil! ensure 
that an executive summary highlighting the important findings of this unique 
and pioneering study will readily be made available to you, free of charge, 
upon request. The executive summary will offer in-depth insights and 
interpretations of the empirical data collected. If you would like to receive 
an executive summary of the results, please enclose your business card with the 
completed questionnaire. 

  

As mentioned in my first letter two weeks ago, we at Virginia Tech pride 
ourselves on our professionalism and assure you that all data collected will 
be held in the strictest confidence. All results will “be reported in the form 
of statistical summaries so that there is no possibility of identifying 
individual firms. You will notice an identification number on the 
questionnaire. This is simply to allow me to determine which businesses have 
and have not responded to my offer. 

The questionnaire is self-addressed and stamped in order that you may simply 
fold, staple, and mail it directly to me here at Virginia Tech as soon as 
possible. 

If you have any questions please do not hesitate to contact me on (703)-231- 
5515 (office) or (703)-951-7669 (home). 

I thank you for your valuable time and effort in completing the enclosed 
questionnaire. 

Sincerely, 

SO fost, 
Simon Crawford- Wi 

Doctoral Candidate.
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Appendix 3: List of Responding Organizations
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Acapulco Restaurants, Inc. 
Ambassador Food Services Corporation 
American Restaurant Group 

Angelo’s Pizza Palours 
Appetito’s, Inc. 
Arby’s, Inc. 
Au Bon Pain Co., Inc. 
Baldinos Giant Jersey Subs, Inc. 
Bagelmania, Inc. 
Baskin-Robbins Incorporated 
Baskin Robbins/wom Ent., Inc. 
B.F. Saul Co. 
BMI, Inc. 
Blue Chip Cookies, Inc. 
Bob’s Big Boy Restaurants 
Boll Weevel, Inc. 
Boudin Bakeries, Inc. 
Bridgemans, Inc. 
Burger King/Southern Restaurants 
Burger King/Midtown Restaurant Corp. 
Calico Jack’s of Florida, Inc. 
California Cafe Restaurant Corp. 
Carl Karcher Enterprises, Inc. 

Central Park U.S.A., Inc. 
Chart House Enterprises 
Checkers 

Cindy’s Cinnamon Rolls, Inc. 
Clinton Sea Foods 
Club Corporation of America 
Coakley and Williams, Inc. 
Cottage Inn Pizza 
Coachman Inns 
Cox Hotel Corporation 
Creative Coissants 

Cumberland Restaurant Corporation 
Dairy-Belle Freeze, Inc. 
Dante’s Restaurants Inc. 
DavCo Food, Inc. 
Davanni’s, Inc. 
Del Taco Naugles/Amer. Rest. Grp. 
Diamond Dave’s 
Eegee’s, Inc. 
F&C Corporation 
Famous Amos Restaurants 

Forbco Management Corp. 
Fosters Freeze 
Franklin Property Co. 
Gilbert/Robinson-Riese Organization 
Giff’s Sub Shop Franchise System
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Grand American Fare, Inc. 

Happy Steak, Inc. 
Hard Rock Cafe 
Hamburger Hamlets, Inc. 
Hampton Inns 
Heritage House Restaurants, Inc. 
Hooters of America, Inc. 
Holiday Inns, Inc. 
Hotel Management Services, Inc. 
Hospitality Management Group 
Hospitality Ventures Corp. 
Houston’s Restaurants, Inc. 
Huse Food Group Incorporated 
Invest West Management Company 
Islands Restaurants, Inc. 
Jacks/Big B Food Sys. Ltd. 
JLH Lodge Corp. 
Key Property Management 

KFC/Western Chance, Inc. 
KirTac, Inc. 
Love’s Enterprises, Inc. 
Little Caesars/Cabo Lucas Ent. 
Marcus Corp. 

Marie Callender Pie Shops, Inc. 
Management Operations, Inc. 
Marshall Management, Inc. 
McBiz Corporation 
McDonalds/Tam Mac Corp. 
McDonalds/Mangen Restaurant Co. 
Millies Country Kitchens 
Mr.Subb, Inc. 
National Real Estate Investment, Inc. 
Oh-La-La, Inc. 
Omelet Shoppe, Inc. 
Pacific Concessions, Inc. 
Pancho’s, Inc. 
Pasquale Food Company, Inc. 
Peasant Run, Inc. 
Peasant’s Restaurants, Inc. 
Penguins Place Forzen Yogurt 
Peter Piper Pizza 
PDQ Pizza/Primer Corp. 
Philmark, Inc. 
Pickett Industries 
Pizza Hut/Rumet corp. 
Pour La France, Inc. 
Quality Inns, Inc. 
Quantum Restaurant Group, Inc. 
Utah Pizza Service, Inc. 
Ranelli’s Deli and Sandwich, Inc. 
Rayel Hotels, Ltd. 
Restaurant Developers Corp. 
Roy Rogers/Eastern Hospitality 
Royal Fork Buffet Restaurants 
Rusty Pelican Restaurants, Inc.
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Sailor Man, Inc. 
Sanwich Chef, Inc. 
Select Inns 
Simco Restaurants, Inc. 
Sizzlers Restaurants 
Skooters, Inc. 
Sobik’s Sandwich Shops, Inc. 
Smith and Sons Foods, Inc. 
Steak Out, Inc 
Stuart Andersons/Black Angus 
Sunbelt Hospitality Incorporated 
Taco Bell/Tabellco, Inc. 
Taco Rancho USA, Inc. 
Taco Viva, Inc. 
The Coveda Company 

The O! Deli Corp. 
The Restaurant Enterprises Group, Inc. 
The Rusty Pelican 
The Spaghetti Warehouse 
The Velvet Creamery 
Tiny Naylor’s, Inc. 
Trader Vic’s 
Travelers Management Corporation 

Travelers Inns 
Vail Associates, Inc. 
United Inns, Inc. 
Wend Coast Management Company 
Wendy’s of Las Vegas, Inc. 
Wendy’s of Montana, Inc. 
Wendy’s/Poinciana Corp. 
Wendy’s/Four Corners Inc. 
West Ouality Food Service, Inc. 
Western Sizzlin Steak Houses 
Western Lodging 
Westmont Hospitality Group 
Williamsburg Hotel Group 
Wilson Hotel Management Co., Inc. 
Winchell’s Donut Houses 
Yum Yum Donut Shops, Inc. 
Zippy’s Incorporated 
Zipp’s Drive Thru 

(*) List only contains 145 names of responding organizations. One 
organization choose to remain anonymous by deleting the code 
number on the survey thus making identification impossible.
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PERSONAL INTERESTS 

(A) 

(B) 

(C) 

(1) 

(2) 

(3) 

SPORTS 

(1) Trials for Yorkshire Colts Rugby Team. 

(2) Captain of School, College and Member of Polytechnic 
Rugby teams 

(3) Winner of Polytechnic Rugby Cup Award 1984-1985. 

(4) Member of Blacksburg Rugby Union Football Club, 
1990. 

(5) Completed London, Sheffield and Western Australian 
Marathons. 

(6) Skiing, in Europe (extensively) and the United 
States. 

(7) Raquetball. 

OTHER 

(1) Travel - Traveled extensively throughout Europe, 
S.E. Asia, East Africa and Australia 

(2) Reading - especially non-fiction such as National 
Geographic Publications, Biographies, and 
Autobiographies. 

SPECIAL INTEREST FOCUS 

Internationalization and consolidation of the world wide 

hospitality industry. 

Market research in the hospitality industry. 

Services marketing.


