Strategic Management Journal
Strat. Mgmt. J.,20: 339-357 (1999)

STRATEGIC CONSENSUS AND PERFORMANCE:
THE ROLE OF STRATEGY TYPE AND MARKET-
RELATED DYNAMISM

CHRISTIAN HOMBURG™*, HARLEY KROHMER" AND JOHN P.
WORKMAN, JR.?

"University of Mannheim, Mannheim, Germany

2College of Business Administration, Creighton University, Omaha, Nebraska,
U.S.A.

This paper examines the link between consensus among senior managers and performance at
the SBU level and considers factors which may moderate the strength of this relationship.
Using data from a cross-national study in three industry sectors, the authors find that consensus
increases the performance of the SBU in the case of a differentiation strategy but not in the
case of a low-cost strategy. Additionally, the relationship between consensus on a differentiation
strategy and performance is negatively influenced by dynamism of the market. This research
thus clarifies and extends prior consensus research by indicating the conditions under which
consensus positively affects performance. For managers, our results indicate that investing

managerial time in obtaining consensus is more important for a differentiation than for a low-
cost strategy and is particularly important when using a differentiation strategy in a stable
environment.Copyright 0 1999 John Wiley & Sons, Ltd.

INTRODUCTION studies have been mixed, with some studies find-
ing strong support for the proposition that consen-
The issue of whether managerial consensssis improves performance and other studies find-
enhances business performance has drawn thg the opposite effect or no effect at all.
attention of a number of researchers (e.g., Dess,One possible explanation for the mixed empiri-
1987; Priem, 1990; West and Schwenk, 1996%al evidence is methodological in nature—that is,
Much of the prior research has looked at interweak measurement reliability and validity may
personal consensus among members of the tbave led to contradictory findings. In addition to
management team (TMT) with the generalhe methodological explanation, we also identify
hypothesis that consensus within the TMT wilthree substantive explanations. First, few studies
increase business performance. The premise lave considered different strategies when looking
our study is that there are costs to obtainingt performance implications of consensus. Since
consensus and the benefits of consensus oiltlyhas been shown that (a) different strategies
offset these costs in certain situations. Our studgquire different implementation mechanisms
has the goal of exploring whether the type ofe.g., Govindarajan, 1988; Porter, 1985) and (b)
strategy and dynamism in the environment ar&chieving consensus is an instrument of strategy
factors which affect the consensus—performan@mplementation (Floyd and Wooldridge, 1992), it
relationship. Indeed, empirical results of priofollows that consensus may be more important
for one type of strategy than for another.
- A second substantive explanation for contradic-
Key words: top management teams; strategic consetory empirical results is that most previous studies
sus; differentiation strategy; strategy implementation haye not examined factors which may moderate
* Correspondence to: Professor C. Homburg, University fhe strength of the relationship between consensus
Mannheim,  Marketing  Department, L51, D-68131
Mannheim, Germany and performance. Priem (1990) argued that con-
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sensus may have higher performance implicatioi$996: xix) note, ‘If we want to understand why
in situations of low vs. high dynamism but heorganizations do the things they do or why they
did not empirically test such a relationship. Giveperform the way they do, we must examine and
the paramount importance of contingency factorsnderstand top executives.” One of the aspects of
in strategy research (Ginsberg and Venkatramahe TMT which is important for effective
1985), the lack of studies investigating moderat@xecution of a strategy is the extent of agreement
effects on the consensus—performance relationst@imong them concerning the strategy. In reviewing
constitutes another important research gap. the prior research on consensus, we first consider

A third factor which may explain contradictorydifferent types of consensus and performance
findings is that previous research in the consensimplications of consensus. We then review related
area has typically analyzed the role of consensussearch on group composition.
at the corporate level. Since much of the strategy-
making takes place at the business unit lev
(especially in large and diversified companies),
may not be appropriate to use the entire firm a&hen reviewing empirical studies on the
the unit of analysis. In this paper we focus omonsensus—performance relationship, two charac-
the consensus—performance relationship at theristics of the studies warrant special attention
SBU level. This is consistent with much of the(see Table 1). First, thesubject of consensus
strategy research which has been at the SBS important—that is, the question @bnsensus
rather than at the firm level. between whonis considered. The most common

In this paper we focus ostrategic consensus subject of consensus has been members of the
which we define as thievel of agreement amongtop management team in organizational settings
senior managers concerning the emphasis placg¢gee column 2 of Table 1). However, other
on a specific type of strategyn our characteri- researchers have used students in laboratory stud-
zation of strategic types, we include both theées to understand the performance implications of
ends (goals) and typical means for achievingonsensus (e.g., Schweiger, Sandberg, and Ragan,
those ends. This conceptualization of consensus 2886; Tjosvold and Field, 1983). While the lab-
consisting of agreement among senior managegatory studies provide greater control over other
about both means and ends is consistent with tfectors and potentially allow for greater sample
conceptualization of consensus of other researcheige, they sacrifice the realism of corporate
(Dess, 1987; West and Schwenk, 1996). decision-making.

We start with a review of literature on the A second dimension for comparing prior
consensus—performance relationship. Next, wesearch concerns thebject of consensusthat
present the objectives and hypotheses of ois, consensus about whaEmpirical studies on the
study. We then describe the research methodologgnsensus—performance relationship have usually
and continue with a presentation of empiricalocused on strategic issues at the firm level study-
results based on a cross-national data set. Finallyg such factors as consensus gwals which the
we discuss implications and directions foorganization is trying to achieve and consensus
future research. on means (or competitive methods) which are

used to implement these goals. As can be seen

in column 3 of Table 1, most of the studies
LITERATURE REVIEW have been integrative in terms of their object of

consensus since they considered both goals and
The strategic choice perspective (Child, 1972nheans as objects of consensus. Our study is in
claims that managers have discretion and thiee with this research, considering both means
decisions they make are of vital importance foand ends of the strategy.
the success of the firm. Because the top man-As is indicated in column 4 of Table 1, all of
agement team is often viewed as criticallghe prior studies have used the entire firm as
involved in formulating and implementing stratthe unit of analysis. However, this constitutes a
egy, there has been extensive research about timeitation in two respects. First, consensus on
composition and actions of top managers ovetrategic issues within the TMT does not neces-
the past 10 years. As Finkelstein and Hambrickarily result in consensus on different SBU strate-

?ﬁypes of consensus studied
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gies that have to be developed in order to In many fields of organizational strategy
implement firm-level strategies. Second, even iesearch, ambiguous results concerning the
there is consensus about SBU strategies at tredationship between two constructs have been
corporate level, there may not be consenslbetter explained by looking at contingency or
among SBU managers. If, within each of a firm’snoderator effects. For example, Lawrence and
SBUs, managers of different functional units dd.orsch (1967) argued that there is no ‘single
not agree on the strategy of the business unliest way' to organize but rather the performance
there can be negative implications for the peimplications of a given organizational arrange-
formance of the SBU. As a result, the overalinent are contingent on contextual and situational
performance of the firm can be negativelyactors. One of the most commonly used contin-
affected. In this case, positive effects of consensgency factors is environmental uncertainty with
at the corporate level would be diminished oempirical results generally showing that organic,
reversed by negative effects from lack of conseress structured organizational forms perform better
sus at the SBU level. Especially in large anthan bureaucratic, mechanistic forms in environ-
highly diversified companies, much of the stratments with high levels of uncertainty (Burns and
egy-making takes place at the SBU level. Th8talker 1961/1994). The importance of contin-
importance of competitive strategy at the SBlgency variables in strategy research has been
level is noted by Porter: noted by Ginsberg and Venkatraman (1985)
among others. Dynamism as an important moder-
Unless a corporate strategy places primary atten- gtor of the link between organizational decisions

tion on nurturing the success of each unit, the g4 outcomes has recently been demonstrated by
strategy will fail, no matter how elegantly con- Li and Simerly (1998)

structed. Successful corporate strategy must grow . . .
out of and reinforce competitive strategy.  Against this background, Dess and Priem

(Porter, 1987: 46) (1995), Priem (1990), and West and Schwenk
(1996) have argued that contingency or moderat-
It is worth emphasizing that literature in otheing variables may affect the consensus—
areas of strategy research has focused more parformance link. This implies that consensus is
SBU strategy than the consensus research, tygiesirable in some contexts but not in others.
cally building on the frameworks and strategWVhile environmental determinants of consensus
typologies of Porter (1980) and Miles and Snoviave been explored conceptually (Dess and
(1978) (e.g., Govindarajan, 1988; HambrickQriger, 1987) and empirically (Bourgeois and
1983; Miller and Friesen, 1986a, 1986b; Zaja&ingh, 1983), there has been a lack of research
and Shortell, 1989). into moderating variables which affect the con-
sensus to performance link. This lack of research
on moderators may be accounted for by the fact
that most studies have focused on performance
With respect to the performance implications oimplications of different types of consensus rather
consensus, there have been mixed results (¢ban on contingency effects on the consensus—
last column of Table 1). Some studies find thgberformance relationship. We are aware of only
consensus does lead to increased performarmee empirical study which empirically examined
(Bourgeois, 1980; Dess, 1987), while others havaoderating effects (West and Schwenk, 1996).
found the opposite effect (Bourgeois, 1985) oowever, they failed to find any moderating effects
no effects at all (West and Schwenk, 1996)n the consensus—performance relationship.
There have been a number of ideas put forward As environmental uncertainty is a multi-
for why there may be disagreement among thesiémensional construct, in this paper we focus on
studies. Some authors claim that the conflictindynamism which is a key component of environ-
findings result from differences in definition,mental uncertainty (Duncan, 1972; Milliken,
operationalization, and research type (Dess aid90; Li and Simerly, 1998). We additionally
Origer, 1987). While some of the conflictingfocus on dynamism in the market as this is an
findings may be explained by sample differencegspect of the environment which is of greatest
and methodological differences, these may nobncern to the respondents to our survey
explain all conflicting findings (Priem, 1990). (marketing and R&D managers). When operating

Performance implications of consensus
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in environments with higher dynamism, organiand group outcomes. These findings provide sup-
zational routines are less established and the gpert for our tenet that there may be moderators
teria by which to evaluate alternate courses a@h the consensus—performance relationship.
action are not as clear. One of the moderators of the group composi-

The theoretical orientation of previous consertion to performance relationship is dynamism in
sus research has driven decisions on reseatble environment. For example, Gladstein (1984)
design and limited the possibilities of studyingstudied the relationship between group composi-
moderating effects. There is a fundamental trad&en structure and various outcome measures. She
off in the research design in consensus researalgued that environmental uncertainty was a mod-
between the total number of firms in the samplerator of this relationship. Environmental uncer-
and the number of respondents within each firniainty has also been identified as an important
Typically, consistent with their theoretical orien-moderator in the relationship between organi-
tation, previous researchers have focused onzation and performance in numerous classical
larger number of respondents per firm and studies in organization theory (Galbraith, 1977;
limited number of firms. By having a greaterThompson, 1967; Tushman, 1979).
number of informants within each firm, In summary, the research on group composition
researchers can get more perspectives on the stgabvides support for our contention that there are
egy but often this has led to relatively smalmoderators in the relationship between organi-
sample sizes (see column 5 of Table 1). Thiztional dimensions and performance and that
has limited the types of data analyses. Ofteenvironmental dynamism is one such moderator.
only descriptive and correlational analyses have
been presented. In order to test for the effects of
moderating variables, a larger sample size af@dBJECTIVES OF OUR STUDY
more advanced methodology such as moderated
regression analysis are needed (Schoonhov&uymmarizing our review of prior research, we
1981; Sharma, Durand, and Gur-Arie, 1981). identify the following limitations. First, empirical

In summary, given the importance of continstudies on the consensus—performance relation-
gency factors in strategy research (Ginsberg astiip have focused on strategic issues at the firm
Venkatraman, 1985), the lack of empirical studielevel. Given that the diversified firm should be
investigating moderating effects on theviewed as a portfolio of businesses with different
consensus—performance relationship provides stiategic contexts (Govindarajan, 1988), the per-
significant research opportunity. formance implications of strategic consensus at the
SBU level are in need of empirical investigation.

Second, empirical research on the consensus-
performance relationship has used fairly general
Related research in organization studies hasncepts of strategy and goals, typically not dis-
focused on team composition and demographinguishing between different types of strategy.
with an interest in such aspects as how homdiowever, consensus may be more important for
geneous or diverse groups may affect varioume type of strategy than for a different type of
outcomes. This research has studied a variety stfategy. Thus, a second objective of our study is
groups such as TMTs (cf. Finkelstein and Hamto investigate whether consensus has differential
brick, 1996), new product development teamsffects based on the type of strategy being pursued.
(Ancona and Caldwell, 1992; Katz, 1982; Pelled, While there are a number of classification
1996), R&D lab groups (Tushman, 1979), andchemes for categorizing strategies (e.g., Miles
general work groups (Jehn, 1995). Since it haand Snow, 1978; Rumelt, 1974), we will use
been shown that it is more difficult to achieveahe well-known scheme of Porter (1980) and
consensus in groups with diverse perspectivasyestigate the performance implications of con-
the research on group composition and demogrsensus among managers for a differentiation strat-
phy yields insight into our research. One of thegy and for a low cost strategy. We use Porter’'s
important findings is that there is no optimalifferentiation and low cost dimensions because
group structure, but rather there are moderatattsey are well known among academics and man-
of the relationship between group compositioagers alike and there are existing scales for meas-

Related research
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uring these two dimensions (e.g., Dess and Davilict and obtaining consensus is more important
1984; Kim and Lim, 1988). for a differentiation strategy than a low cost
A third limitation of prior research is the lackstrategy. Without trying to achieve consensus,
of contingency factors affecting the consensusmanagers from different functions such as market-
performance relationship. Thus, an additionahg and R&D cannot resolve their conflicts, which
objective of our study is to empirically testhas negative implications for strategy implemen-
whether market dynamism, a key aspect dation. On the other hand, if managers from differ-
environmental uncertainty, is a moderator of thent functions agree that the business unit is
consensus—performance relationship. We addimphasizing a differentiation strategy and also
tionally seek to increase generalizability of ouagree on the approaches for achieving differen-
findings by collecting data in three industry sectiation, cross-functional cooperation will be
tors in two countries. enhanced, thus facilitating strategy implemen-
tation and increasing performance. Therefore,
consensus has positive performance implications
HYPOTHESES in the case of a differentiation strategy.
In contrast, for implementing a cost leadership
Our first hypothesis relates to differential perstrategy, control mechanisms and instruments like
formance implications of strategic consensusudget control can be used in order to achieve
depending on the type of strategy (differentiatiofow costs. These hierarchical control instruments
vs. low cost). The implementation of a differenmake consensus less important in the case of a
tiation strategy requires the joint efforts of manlow cost strategy. Empirically, Miles and Snow
agers from different functions in order to creat¢1978) found that business units following a
a unique position along dimensions which ardefender strategy tended to emphasize strong fi-
widely valued by the customer (Porter, 1980nancial controls and efficient production. The use
Prior research has established that there are siraf- hierarchical control elements may reduce the
larities between Porter's differentiation strategimportance of consensus in the case of a cost
and Miles and Snow’s (1978) prospector strateggadership strategy. Song and Dyer (1995) found
and between Porter’s low cost strategy and Milgbat in defender firms the level of cross-functional
and Snow’s defender strategy. As an examplagvolvement in the planning stage was lower than
prospectors use high levels of environmentah prospector firms. Furthermore, given the lower
scanning to identify opportunities for developindevel of conflict between different functional depart-
new products or markets and differentiators alsments in defender firms (Ruekert and Walker,
emphasize product innovation. This similarity is1987), achieving consensus becomes less important.
supported by Miller and Friesen (1986a: 38), wh@hus at a general level, we hypothesize:
state that ‘Porter's types bear some relationship
to other strategic categorizations, typologies, and Hypothesis 1. Performance implications of stra-
taxonomies in the literature. For example, Miles tegic consensus depend on the type of strategy.
and Snow’s (1978) prospectors differentiate via
product innovation.” Empirically, Doty, Glick, and More specifically, we hypothesize:
Huber (1993) found that prospectors scored
higher on product-market development than Miles Hypothesis la: Strategic consensus will have
and Snow’s other strategic types. Ruekert and a positive effect on performance in the case
Walker (1987) found partial support for their of a differentiation strategy.
hypothesis that business units following a pros-
pector strategy would rely more heavily on avoid- Hypothesis 1b: Strategic consensus will have
ance, conciliatory, and participative conflict reso- no effect on performance in the case of a cost
lution mechanisms. They also found that the level leadership strategy.
of conflict between marketing and R&D depart-
ments was greater under a prospector businesssecond issue in our hypothesis development is
strategy as compared to a defender strategy. Sirtbe investigation of moderating effects of environ-
the prospector strategy is similar to the differermental variables on the consensus—performance
tiation strategy, this implies that managing correlationship. When considering moderators of the
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relationship between some organizational dimeim Hypothesis 1b that there is no effect of stra-
sion and performance, it is common to consideegic consensus on performance in the case of a
the role of environmental uncertainty. Ondow cost strategy, there is no structural or graphi-
important dimension of uncertainty is the levetal representation of this hypothesis in Figure
of environmental dynamism (Duncan, 1972). LL. In summary, we hypothesize a main effect
and Simerly (1998: 171) assert that dynamisifperformance is directly affected by the level of
‘may force top managers to perform limited searcbonsensus on a differentiation strategy) and a
in their assessment of the environmental situatiomoderator effect (the strength of this relationship
develop solutions by taking concrete actions negatively affected by the level of market-
quickly, and attempt less integration of variouselated dynamism).
emergent responses.’ As it takes time and mana-
gerial effort to build consensus, this investment
in obtaining consensus on strategy may not HdETHOD
worth the cost when there is rapid change ig
the market. Examples of the costs of obtaining
consensus include financial resources, slow reddata for the study were obtained from SBUs in
tion time, and a potential loss of competitivadhree industry sectors in the United States and
advantage due to changes in market conditioermany: consumer packaged goods, electrical
(West and Schwenk, 1996). Our reasoning isquipment and components, and mechanical
consistent with that of Priem (1990:473) whanachinery. We used a cross-national sample to
argued that ‘higher levels of consensus in stabtest for the generalizability of our findings. Our
environments will then be consistent with thendustry groupings were defined by standard
appropriate environment—structure match anddustry codes (SIC codes) to ensure equal indus-
therefore, high performance.” Dess and Origdry membership in the U.S. and German sub-
(1987) also hypothesized a non-contingensamples. The consumer packaged goods sector
inverse relationship between dynamism and cowensisted primarily of 20- (food products), 21-
sensus. Thus we hypothesize: (tobacco), and 284- (soaps and toiletries). Electri-
cal equipment and components consisted pri-
Hypothesis 2: The strength of the relationshimarily of 357- (electrical machinery and
between consensus on a differentiation strategyeripherals), 36- (electronics), and 38-
and performance is negatively influenced bfinstruments). Mechanical machinery consisted
the level of market-related dynamism. mainly of 35- with the exception of 357- which
includes computers and peripherals. In both
To clarify the nature of our hypotheses, Figureountries the above SIC codes were used. The
1 shows the structural relational relationshippames of the SBUs included in our sample
among our key constructs. Since we hypothesizeere derived from firm names obtained from

ample and data collection

Hla

Strategic
Consensus on
Differentiation
Strategy

N Performance

H; -

Market-related
Dynamism

Figure 1. Structural relation of key variables
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Dun and Bradstreet in both the United Stateadditionally examined whether there were any
and Germany. differences in the means of the key constructs
We defined an SBU as a relatively autonomousetween early and late respondents. The assump-
unit with the management having control of ation of such an analysis is that later respondents
least three of the following functions: marketingare more similar to the general population than
sales, manufacturing, R&D, finance, and humathe early respondents (Armstrong and Overton
resources. Given the orientation of our study, w&977). Again, we found no statistically significant
decided to have a larger sample of business und#ferences, indicating that nonresponse bias is
rather than a large number of respondents peot an issue in our study.
unit. We sought responses from two managers
responsible for different functional groups within,vIeasure development and assessment
the same business unit. We decided to consis-
tently use functional managers from the SAMB - cansus
areas across the entire sample rather than two
randomly selected functional managers providesince we are testing a theory of consensus at the
by the general manager of the SBU in order t8BU level of analysis, we develop our measures
reduce the amount of uncontrolled variance. Morat the SBU level. We measured two types of
specifically, we sought responses from the magonsensus: consensus on differentiation strategy
agers in charge of marketing and R&D in thend consensus on low cost strategy. Respondents
business unit. The choice of these two functionsere asked about the degree to which the SBU
was prompted first by their strategic importancemphasized those two strategies. The specific
(Griffin and Hauser, 1996; Ruekert and Walkelfems measuring the strategic emphasis were
1987; Walker and Ruekert, 1987) and second thased on those used by Kim and Lim (1988)
our observation in prior field research that otheand Dess and Davis (1984). They are shown in
functions such as manufacturing, sales, and the Appendix. For each strategy, we calculated a
nance are more frequently centralized across busbntinuous measure of consensus by computing
ness units. The decision to use two functionde mean of the absolute value of the differences
was based on the trade-off between number between marketing and R&D managers’ responses
respondents per firm and number of firm$o individual items (which could potentially range
included in the study (see columns 5 and 6 ifrom -6 to 6) and multiplying this value by a
Table 1). Studies which have measured consengwegative one so that higher values indicate greater
among all members of a team have typically usezbnsensus. This thus assumes interval properties
either laboratory studies or have done studied the scale, which is consistent with prior work
with a very limited number of firms, which limits in this literature (e.g., Dess, 1987; West and
the ability to test for contingency effects. Schwenk, 1996).
Data collection of our study was based on a
previous survey among marketing managers ‘Qerformance
SBUs within the three industries mentioned
above. Based on the respondents from the fi@ur choice of the SBU as our unit of analysis
survey we then sent out 505 surveys to R&Dvas driven by conceptual considerations and our
managers we identified in the same SBU as theview of previous research on consensus. Given
marketing manager. The second survey was séhits unit of analysis, we must use measures of
within a 4-week time period after the receipt operformance at the SBU rather than at the corpo-
the responses from the first survey. We receivadte level. We used a three-dimensional
101 usable responses (53 in the United States armhceptualization of performance consisting of
48 in Germany), a response rate of 20 percent. Bffectiveness, efficiency, and adaptiveness
test whether our respondents were different froifRuekert, Walker, and Roering, 1985). Measure
the nonrespondents, we compared their size addvelopment was based on the following defi-
industry profiles with those of nonrespondentsiition by Ruekertet al. (1985: 15):
We found no statistically significant differences,
indicating there is no systematic bias in terms of Effectiveness involves the degree to which
industry or firm size of our respondents. We organizational goals are reached, efficiency con-
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siders the relationship between organizational out- related changes (Child, 1972; Duncan, 1972). The

puts and the inputs required to reach those out- cqnstryct is based on the responses from the

puts, and adaptiveness reflects the ability of the .

organization to adapt to changes in its environ- Marketing managers, who were asked to assess

ment. the frequency of major changes in market-related

aspects of the business environment from which

Efficiency is most closely associated with proftheir business unit derived its largest amount of
itability, effectiveness with achieving nonfinanciakales. Aspects included sales strategies, pricing
goals, and adaptiveness with adaptation toehavior, and sales promotion/advertising strate-
changes. Specific items were adapted from Irvingjes, among others. The complete list of items is
(1995). To provide an appropriate frame of refershown in the Appendix. We did not include this
ence, we asked respondents to rate the perforoenstruct in the survey to R&D managers since
ance of their business unit in relation to that ofve felt that they would not be knowledgeable
competitors. For hypotheses testing we averagabout items such as changes in sales strategies
the marketing and R&D managers’ assessmeot changes in pricing behavior.
on these performance dimensions and used this
average as the dependent variable in our Swdéfbntrols
A list of items is provided in the Appendix.

We decided to use perceptual measures of pékte additionally control for the effects of country
formance rather than objective financial performtUnited States= 0, Germany= 1), SBU size
ance measures for several reasons. First, finandialean of standardized sales volume and stan-
performance measures such as ROI or ROA adardized number of employees of the SBU), and
typically not available at the business unit levehdustry (dummy variables for consumer pack-
because a balance sheet is needed to compated goods and electrical equipment).
them. Most multidivisional firms do not have
balance sheets at the business unit level. SeCOWfJéasure reliability and validit
objective financial performance measures com- y validity
puted at the business unit level are usually highlMeasure reliability and validity for the constructs
firm specific. They may be influenced by, fomeasuring strategy, performance, and dynamism
example, internal transfer prices, the way businesgere initially assessed using coefficient alpha
units cover headquarters’ costs, or tax considef€ronbach, 1951) which assumes that each indi-
ations. Therefore, cross-company (and especiatptor contributes equally to the overall variance
cross-cultural) comparison is difficult. The thirdobserved. As illustrated in the Appendix, for most
argument against objective financial performanad the measures the coefficient alphas exceeded
measures is that respondents may be reluctantth® recommended standard of 0.7 that has been
give the figures. German managers, for examplsuggested by Nunnally (1978). We additionally
emphasize privacy of information to a greatecalculated composite reliability, which is a meas-
extent than managers in other cultures. Also, thee based on confirmatory factor analysis
proportion of small companies that are publichfBagozzi, Yi, and Phillips, 1991). Composite
traded is smaller in Germany than in the Unitedeliability represents the shared variance among a
States and secondary data on such companies seé of observed variables measuring an underlying
less readily available. Finally, perceptual performeonstruct (Fornell and Larcker, 1981) and a value
ance measures have been shown to have a hafhat least 0.6 is considered desirable (Bagozzi
correlation with objective financial performanceand Yi, 1988: 82). As can be seen in the Appen-
measures, which supports their validity (e.g., Deshx, this requirement was met for all the factors
and Robinson, 1984; Hart and Banbury, 1994n our study.

Naman and Slevin, 1993; Venkatraman and Ra-
manujam, 1986, 1987).

RESULTS
Market-related dynamism We utilize multiple regression analysis to test for
The construct of market-related dynamism is corhe relationships between strategic consensus and
ceptualized as the frequency of major markethe different performance measures. The results
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of the regression equations for the relationship is also supported. All three regression parameter
between consensus on differentiation strategy amedtimates associated with the interaction terms are
the three performance dimensions are shown iegative with two of them (related to adap-
Model 1 in Table 2. The regression results fotiveness and effectiveness) being significant at
the relationship between consensus on low caste 5 percent level while the moderator effect
strategy and the three performance dimension$ market-related dynamism on the consensus—
are shown in Table 3. efficiency relationship is significant at the 10
Since we see that consensus on a differentiatipercent level. It is also worth noting that con-
strategy has a positive impact on all three petrolling for the moderating effect of market-
formance dimensions shown in Table 2, Hypothelated dynamism on the consensus—performance
esis la is supported. In contrast, consensus onedationship increases the magnitude of the main
low cost strategy is not significantly related tceffect of consensus on differentiation on the three
any of the three performance dimensions (sgmrformance components.
Table 3). This result thus provides support for An additional interesting result from the
Hypothesis 1b. regression concerns the effect of country on
Hypothesis 2 was tested using moderatesfficiency. Table 2 indicates that efficiency is
regression analysis (Schoonhoven, 1981; Sharneywer in Germany than in the United States.
Durand, and Gur-Arie, 1981). This involvesWhile this may be counterintuitive, considering
including an interaction effect between the indepopular images of German efficiency, given that
pendent variable (consensus) and the hypothedr efficiency primarily reflects profitability this
sized moderator (market-related dynamism). Thresult is not so surprising. German trade associ-
results are shown in Model 2 of Table 2. ations have long complained that high labor costs,
As can be seen from these findings, Hypothesisflexible business practices, and taxes to support

Table 2. Results of regressing performance on consensus on differentiation strategy

Standardized Regression Coefficients

Model 1 Model 2
Independent variables Adaptiveness Effectiveness Efficiency Adaptiveness Effectiveness Efficiency
Main effects
Consensus on differentiation 0.16* 0.24*** 0.22** 0.62** 0.67*** 0.58**
strategy
Control variables
Country (U.S.A.= 0, -0.05 0.03 —0.28*** 0.01 0.07 —0.27***
Germany= 1)
Size 0.02 0.09 0.18* 0.06 0.12 0.20**
Consumer packaged goods 0.29** 0.22* 0.10 0.22* 0.15 0.03
industry
Electrical equipment and -0.02 -0.01 -0.02 —-0.08 -0.05 —-0.06
components
Interaction effects
Consensus on differentiation -0.48** -0.47** -0.39*
strategyx market-related
dynamism
Constant 4,69%** 5.15%** 5.56%** 4. 77x** 5.25%** 5.74%x*
F-value 2.59** 2.80** 3.12*%* 2.87* 2.87* 3.07***
R? 0.13 0.14 0.15 0.17 0.17 0.18
Adj. R? 0.08 0.09 0.11 0.11 0.11 0.12

*p =< 0.10; **p = 0.05; *p = 0.01
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Table 3. Results of regressing performance on consensus on low cost strategy

Standardized regression coefficients

Independent variables Adaptiveness Effectiveness Efficiency
Consensus on low cost strategy 0.02 0.05 0.03
Control variables

Country (U.S.A.= 0, Germany= 1) -0.07 0.01 —0.31***
Size 0.03 0.09 0.19*
Consumer packaged goods industry 0.32%** 0.28** 0.14
Electrical equipment and components -0.02 -0.01 -0.02
Constant 4.48*** 4.69*** 5.15%**
F-value 2.05* 1.67 2.10*
R2 0.11 0.09 0.11
Adj. R? 0.05 0.04 0.06

*p=0.10; *p=0.05; **p=0.01

the social safety net in Germany reduce businef¥ consensus—performance relationship. We were
profits compared to other countries. For examplable to show that the consensus—performance link
net return on sales (after corporation taxes) iis stronger in situations of low market-related
the manufacturing sector was on average signifiynamism. This finding is consistent with theo-
cantly lower in Germany (1.5%) than in the Unitedetical reasoning by Priem (1990) and West and
States (3.6%) for the period between 1988 arsichwenk (1996). Third, our study represents a
1994 (Institut der deutschen Wirtschaft, 1996: 58 contribution to the underresearched area of stra-
On an overall basis, we find strong support fotegic consensus at the business unit level. It is
our theoretical reasoning. First, our findings showlso worth emphasizing that, to the best of our
that the performance implications of strategic corknowledge, our study is the first to examine the
sensus clearly depend on the type of strategyportance of consensus based on a cross-national
We find significant and consistent positivedata set.
relationships between consensus on differentiationOur research also provides additional insight
strategy and performance while there seem to lp@o strategy implementation. Achieving strategic
no performance impacts of consensus on low cosbnsensus among managers may be considered
strategy. Our second hypothesis which stated thas an instrument of strategy implementation
consensus on differentiation strategy has weak@floyd and Wooldridge, 1992). Our research
performance impacts in situations of higher maishows that this particular instrument of strategy
ket-related dynamism is also confirmed. implementation is more important for some strate-
gies than for other strategies. We were able to
show that in order to successfully implement a
DISCUSSION differentiation strategy a high degree of consensus
is important. Previous research has identified links
between the type of strategy being pursued and
Our research has extended knowledge in conseghe adequacy of certain implementation
sus research in essentially three respects. Firgpproaches (e.g., Bourgeois and Brodwin, 1984;
we were able to show that the importance d¥liller, 1987; Skivington and Daft, 1991; Walker
consensus for business performance depends amd Ruekert, 1987). Our research contributes to
the type of strategy. More specifically, outhis field as we provide more detailed insight
research suggests that consensus is a sucosmscerning the role of strategic consensus in strat-
factor in the case of a differentiation strategy butgy implementation.
not in the case of a low cost strategy. Second, On a general level, our study highlights the
we provided evidence for moderator effects ommportance of studying moderating effects on per-

Theoretical implications
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formance implications in strategy research. AEAaker 1984:181). Research on organizational
Govindarajan (1988: 845) notes, ‘for an SBU tdife cycles provides support for our finding, claim-
be successful, design choices should be internallyg a greater role for management discussion and
consistent and also consistent with the SBU’participation in the earlier as opposed to the later
strategic context.” While the contingency notiorstages of the cycle (e.g., Hax and Majluf, 1984;
is generally accepted in strategy researddimberly, 1980).
(Ginsberg and Venkatraman, 1985), there are still Finally, our results indicate that when pursuing
areas where empirical analysis of contingency differentiation strategy, consensus is more
effects is underrepresented. One of these areasngportant in stable than in turbulent environ-
consensus research. ments. In periods of rapid market change, the
benefits of consensus are lower since the market
may have changed by the time consensus is
reached. Several examples illustrate this point.
From a managerial perspective it is worthrirst, Andersen Consulting, a leading computer
emphasizing that achieving consensus requiregstem integration firm, has encountered difficul-
costs and the investment in achieving consenstiss in continuing to use a consensus-based part-
may only pay off in certain situations. Probablynership mode of governance. Such a governance
the greatest cost of obtaining higher levels afystem, which may be well suited to accounting
consensus is the investment of senior manageménins, is less appropriate in the more dynamic
time which is needed in order to allow morenformation technology sector. Second, German
voices to be heard and to allow greater discussiamiversities which are typically run by the state
of alternative organizational actions. Examples @re increasingly facing a turbulent environment
activities which may lead to higher consensuas there is more competition from private German
include special off-site strategy sessions and reguniversities, more competition from universities
larly scheduled meetings of the TMT to reviewoutside of Germany, and increasing demands from
developments by competitors and changes in cuamployers for more relevant training. Consistent
tomers needs. Since consensus is not free, this thwith our results, there is a lot of activity in these
brings up the question, ‘Under what circumstancegganizations to move away from the traditional
should you invest in achieving a high level otonsensus-oriented mode of governance. Finally,
consensus among senior managers of the SBU?the Japanese consensus management approach
Our findings indicate that when pursuing avhich received much attention in the 1980s is
differentiation strategy, it is important to investoften now viewed as less appropriate for the
in activities which will lead to higher consensusnore turbulent environments facing many corpo-
among members of the top management teamations in the 1990s.
When using a differentiation strategy, consensus
on how the firm should differentiate is very .. .
) . Directions for future research
important as there are numerous ways to differen-
tiate the firm’s offerings. Therefore, functionalOur work can be extended in several directions.
managers need to understand this basis of diffdn this paper we have studied consensus among
entiation and their contribution to it. On the othetwo specific groups (marketing, R&D) and have
hand, our results indicate that when pursuing facused on consensus concerning the strategic
cost leadership strategy managers should ndirection of the SBU. Future research on consen-
invest too many resources into achieving consesus at the SBU level could examine consensus
sus. Firms emphasizing cost leadership are typegarding objects of consensus other than com-
cally more hierarchical and focused on efficiencpetitive strategy (such as strategy implementation)
and there is often less managerial discretion whemd could also test for the generalizability of the
implementing strategies. Ford’s focus on costubjects of consensus (in our case marketing
with its Model T car is indicative of a lower role and R&D managers). For example, consensus of
for managerial discretion, as many of the criticahanagers responsible for finance and operations
decisions were made at high levels of the corparay be more important in the case of a low
ration and the percent of salaried employees waest strategy. Additionally, future research could
reduced by 60 percent over an 8-year periotbnsider the effects of consensus on performance

Managerial implications
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for types of strategy other than differentiatiof\ncona, D.G. and D. F. Caldwell (1992). ‘Demogra-
and low cost strategies (e.g., a focus strategy). Phy and design: Predictors of new product team

Our research has demonstrated the usefuIn%.ﬁig{rfggga'}?esP;%%n'-zr"_ﬂ'gcesrgﬁn?%%% B‘ZE%;ngﬁi'ng

of including the contingency notion in consensus nonresponse bias in mail surveysournal of Mar-
research. Given the paramount importance of con- keting Researchl4, pp. 396-402.
tingency research in the strategy field (e.gBagozzi, R. and Y. Yi (1988). ‘On the evaluation of
Ginsberg and Venkatraman, 1985), we feel that Structural equation modelsJournal of the Academy
. . ! ’ . . of Marketing Sciencel6, Spring, pp. 74-94.

more re:_search including moderator variables Sagozzi, R., Y. Yi and L.W. Phillips (September,
needed in the consensus research stream. Thisigg1). ‘Assessing construct validity in organizational
research will typically be based on large-scale research’, Administrative Science Quarterly36,
survey studies rather than extensive field inter- Pp. 421—E5S3- (1080). Pert d ,
; ; . ot ourgeois, L. J. . ‘Performance and consensus’,
;/le\évstmtorde[_ to have Sﬁtjfflflent statistical poweP Strategic Management Journal(3), pp. 227248,
0 detect contingency €rects. i Bourgeois, L.J. (1985). ‘Strategic goals, perceived

An additional direction for extending research uncertainty, and economic performance in volatile
on consensus is to synthesize research streamsnvironments’, Academy of Management Jourpal
on subunit power (Enz, 1988; Hambrick, 1981; 28(3), pp. 548-573. _ ‘ _
Hinings et al, 1974) and consensus. For exampléot‘r{%‘?gr'ﬁén';ét‘i]én?‘”?:ivz- aBFr)([;?(\;\gghéggstg)'anStrglthil\(/:e
it mlght.be hypothesaed that in case of large phenomenon’ Strategic Management Journa(3),
power disparities across subunits the importance pp. 241-264.
of strategic consensus is less critical than in ca8®urgeois, L. J. and J. V. Singh (1983). ‘Organizational
of a more equal power distribution. Dess and slack and political behavior among TMTg\cademy

Priem (1995) hypothesize that consensus amoggof Management Proceedingpp. 43—-47.

- . - rns, T. and G. M. Stalker (1961/1994he Manage-
TMT members  with h'gh power will have a_ ment of Innovation Oxford University Press, New
greater effect on organizational outcomes than will ygrk.

consensus among members with low power. Wehild, J. (1972). ‘Organizational structure, environment,
think that this link of consensus to power is and performance: The role of strategic choic®dci-

; ; ology, 6, pp. 1-22.
especially important for consensus at the SBU IeVE&!’ronbach, L. (1951). ‘Coefficient alpha and the internal

structure of tests’Psychometrikal6, pp. 297-334.
Dess, G. G. (1987). ‘Consensus on strategy formulation
ACKNOWLEDGEMENTS and organizational performance: Competitors in a

fragmented industry’,Strategic Management Jour-

The research reported in this paper was supportsgga" 8(3), pp. 259-277.

. . . : s, G. G. and P. S. Davis (1984). ‘Generic strategies
by funding from the Marketing Science Institute as determinants of strategic group membership and

(MSI) in the United States, the Fritz-Thyssen- organizational performance’Academy of Manage-
Stiftung in Germany, and the following sources ment Journal 27(3), pp. 467-488. _
at the University of North Carolina: the CentePess. G.G. and N.K. Origer (1987). ‘Environment,

for Global Business Research of the Kenan Insti- Structure, and consensus in strategy formulation: A
tute for Private Enterprise, the Universit conceptual integration’ Academy of Management
prise, Y Review 12(2), pp. 313-330.

Research Council, and the Cato Center fafess, G.G. and R.L. Priem (1995). ‘Consensus—
Applied Business Research. The authors thank performance research: Theoretical and empirical
Jan Becker, Horst G. Carus, and Jan-Thido extensions’Journal of Management Studie34(4),

: " pp. 401-417.
K_arlshzusﬂforf t:]helr hf.IprUI C%mmims (I)nda ptrﬁDess, G.G. and R.B. Robinson (1984). ‘Measuring
vious arart of the article and acknowleage e -, o nizational performance in the absence of objec-

research assistance provided by Sabine Arnold, tive measures'Strategic Management Journdi(3),

Susanne Arnold, and Juan Campos in Germany pp. 265-273.

and Brenda Gerhart, Vanessa Perry, and Christigaty, D. H., W. H. Glick and G. P. Huber (1993). ‘Fit,

Wright in the United States. equifinality, and organizational effectiveness: A test
of two configurational theories, Academy of Man-
agement Journal36(6), pp. 1196—1250.

REFERENCES Duncan, R. (1972). ‘Characteristics of organizational
environments and perceived environmental uncer-

Aaker, D.A. (1984).Strategic Market Management (@Y, Administrative Science Quarterly 17,

; pp. 313-327.
Wiley, New York. Enz, K. A. (June 1988). ‘The role of value congruity

Copyrightd 1999 John Wiley & Sons, Ltd. Strat. Mgmt. J.20: 339-357 (1999)



354 C. Homburg, H. Krohmer and J. P. Workman, Jr.

in intraorganizational powerAdministrative Science Irving, E. (June 1995). ‘Marketing quality practices’,
Quarterly, 33, pp. 284-304. unpublished dissertation, University of North Car-
Finkelstein, S. and D. C. Hambrick (1996%trategic olina, Chapel Hill, NC.
Leadership: Top Executives and Their Effects odehn, K. A. (June 1995). ‘A multimethod examination
Organizations West Publishing, St. Paul, MN. of the benefits and detriments of intragroup conflict’,
Floyd, S. W. and B. Wooldridge (1992). ‘Managing Administrative Science Quarterlyi0, pp. 256—282.
strategic consensus: The foundation of effectivkatz, R. (1982). ‘The effects of group longevity on
implementation’, Academy of Management Execu- project communication and performanc&dminis-
tive, 6(4), pp. 27-39. trative Science Quarterly27, pp. 81-104.
Fornell, C. and D. F. Larcker (February 1981). ‘EvaluKim, L. and Y. Lim (1988). ‘Environment, generic
ating structural equation models with unobservable strategies, and performance in a rapidly developing

variables and measurement errakgurnal of Mar- country: A taxonomic approachAcademy of Man-
keting Researchl8, pp. 39-50. agement Journal31(4), pp. 802-827.

Galbraith, J.R. (1977). Organizational Design Kimberly, J. R. (1980).The Organizational Life Cycle:
Addison-Wesley, Reading, MA. Issues in the Creation, Transformation, and Decline

Ginsberg, A. and N. Venkatraman (1985). ‘Contingency of Organizations Jossey Bass, San Francisco, CA.
perspectives of organizational strategy: A criticaLawrence, P. R. and J. W. Lorsch (196Drganization
review of the empirical researchAcademy of Man- and Environment: Managing Differentiation and
agement Reviewl((3), pp. 421-434. Integration Harvard Business School Press, Bos-

Gladstein, D. L. (December 1984). ‘Groups in context: ton, MA.

A model of task group effectivenesd\dministrative Li, M. and R.L. Simerly (1998). ‘The moderating
Science Quarterly29, pp. 499-517. effect of environmental dynamism on the ownership

Govindarajan, V. (1988). ‘A contingency approach to and performance relationship$trategic Manage-
strategy implementation at the business-unit level: ment Journal 1%2), pp. 169-179.

Integrating administrative mechanisms with stratMiles, R. E. and C.C. Snow (19780rganizational
egy’, Academy of Management JourpaBl(4), Strategy, Structure and ProcessMcGraw-Hill,
pp. 828—853. New York.

Griffin, A. and J. R. Hauser (1996). ‘Integrating R&DMiller, D. (1987). ‘The structural and environmental
and marketing: A review and analysis of the litera- correlates of business strategytrategic Manage-
ture’, Journal of Product Innovation Management ment Journal 8(1), pp. 55-76.

13(3), pp. 191-215. Miller, D. and P. H. Friesen (1986a). ‘Porter's (1980)
Grinyer, P. and D. Norburn (1977/78). ‘Planning for generic strategies and performance: An empirical

existing markets: An empirical studylnternational examination with American data. Part 1. Testing

Studies in Management and Organizati@nWinter, Porter’, Organization Studies7(1), pp. 37-55.

pp. 99-122. Miller, D. and P. H. Friesen (1986b). ‘Porter's (1980)

Hambrick, D.C. (1981). ‘Environment, strategy, and generic strategies and performance: An empirical
power within TMTs’, Administrative Science Quar- examination with American data, Part 2: Perform-
terly, 26, pp. 253—-276. ance implications’, Organization Studies 7(3),

Hambrick, D. C. (1983). ‘Some tests of the effective- pp.255-261.
ness and functional attributes of Miles and Snow'Milliken, F.J. (1990). ‘Perceiving and interpreting
strategic types’,Academy of Management Jourpal environmental change: An examination of college
26, pp. 5-26. administrators’ interpretation of changing demo-

Hart, S. and C. Banbury (1994). ‘How strategy-making graphics’, Academy of Management Journ&3(1),
process can make a differenc&trategic Manage- pp. 42-63.
ment Journal 15(4), pp. 251-270. Naman, J. L. and D. P. Slevin (1993). ‘Entrepreneurship

Hax, A. and N. Majluf (1984)Strategic Management:  and the concept of fit: A model and empirical tests’,
An Integrative PerspectivePrentice-Hall, Engle- Strategic Management Journal4(2), pp. 137-154.
wood Cliffs, NJ. Nunnally, J. C. (1978)Psychometric Theory2nd ed.).

Hinings, C. R., D. J. Hickson, J. M. Pennings and R. E. McGraw-Hill, New York.

Schneck  (1974). ‘Structural conditions ofPelled, L. (1996). ‘Demographic diversity, conflict, and
intraorganizational power’ , Administrative Science  work group outcomes: An intervening process
Quarterly, 19, pp. 22—-44. theory’, Organization Science7(6), pp. 615—631.

Hrebiniak, L. G. and C.C. Snow (December 1982)Porter, M. E. (1980)Competitive StrategyFree Press,
‘Top management agreement and organizational per- New York.
formance’,Human Relations35, pp. 1139-1158.  Porter, M. E. (1985)Competitive Advantage: Creating

laquinto, A.L. and J. W. Fredrickson (1997). ‘TMT and Sustaining Superior PerformancEree Press,
agreement about the strategic decision process: A New York.
test of some of its determinants and consequenceForter, M. E. (1987). ‘From competitive advantage to
Strategic Management Journal8(1), pp. 63-75. corporate strategytarvard Business Revigwg5(3),

Institut der deutschen Wirtschaft (1996). Internationale pp. 43-59.

Wirtschaftszahlen 1996, Hauptabteilung Wirtschaftd?riem, R. L. (1990). ‘TMT group factors, consensus
und Sozialwissenschaften. Deutscher Institutsverlag and firm performance’Strategic Management Jour-
GmbH, Kdn. nal, 11(6), pp. 469-478.

Copyrightd 1999 John Wiley & Sons, Ltd. Strat. Mgmt. J.20: 339-357 (1999)



Strategic Consensus and Performance 355

Ruekert, R. W. and O. C. Walker (1987). ‘Interactiongjosvold, D. and R.H. G. Field (1983). ‘Effects of
between marketing and R&D departments in social context on consensus and majority vote
implementing different business strategieSfrategic decision making’ Academy of Management Jourpal
Management Journalg(3), pp. 233—-248. 26(3), pp. 500-506.

Ruekert, R. W., O. C. Walker and K. J. Roering (1985)Tushman, M. L. (March 1979). ‘Work characteristics
‘The organization of marketing activities: A contin- and subunit communication structure: A contingency
gency theory of structure and performanc#urnal perspective’, Administrative Science Quarterly24,
of Marketing 49, Winter pp. 13-25. pp. 82-98.

Rumelt, R.P. (1974).Strategy, Structure, and Eco-Venkatraman, N. and V. Ramanujam (1986). ‘Measure-
nomic PerformanceDivision of Research, Harvard  ment of business performance in strategy research:
Business School, Boston, MA. A comparison of approachesAcademy of Manage-

Schoonhoven, C.B. (1981). ‘Problems with contin- ment Reviewl1(4), pp. 801-814.
gency theory: Testing assumptions hidden within th#enkatraman, N. and V. Ramanujam (1986). ‘Measure-
language of “Contingency Theory”Administrative ment of business economic performance: An exam-
Science Quarterly26, pp. 349-377. ination of method convergencelpurnal of Manage-

Schweiger, D. M., W.R. Sandberg and J.S. Ragan ment 13(1), pp. 109-122.

(1986). ‘Group approaches for improving strategi®Valker, O. C. and R. W. Ruekert (July 1987). ‘Market-
decision making: A comparative analysis of dialecti- ing’s role in the implementation of business strate-
cal inquiry, devil's advocacy, and consensustad- gies: A critical review and conceptual framework’,
emy of Management Journa9(1), pp. 51-71. Journal of Marketing 51, pp. 15-33.

Sharma, S., R. M. Durand and O. Gur-Arie (AugusWest, C. T. and C. R. Schwenk (1996). ‘TMT strategic
1981). ‘Identification and analysis of moderator vari- consensus, demographic homogeneity and firm per-

ables’, Journal of Marketing Research 18, formance: A report of resounding nonfindingStra-

pp. 291-320. tegic Management Journal7(7), pp. 571-576.
Skivington, J. E. and R.L. Daft (1991). ‘A study ofWhitney, J. C. and R. A. Smith (May 1983). ‘Effects

organizational  “Framework” and  “Process” of group cohesiveness on attitude polarization and

modalities for the implementation of business-level the acquisition of knowledge in a strategic planning
strategic decisionsJournal of Management Studies  context’, Journal of Marketing Research 20,
28(1), pp. 45-68. pp. 167-176.

Song, X. M. and B. Dyer (1995). ‘Innovation strategyWooldridge, B. and S.W. Floyd (1989). ‘Strategic
and the R&D-marketing interface in Japanese firms: process effects on consensuStrategic Management
A contingency perspective’lEEE Transactions on Journal 10(3), pp. 295-302.

Engineering Managemen#i2(4), pp. 360-371. Zajac, E.J. and S. M. Shortell (1989). ‘Changing ge-
Stagner, R. (1969). ‘Corporate decision making: An neric strategies: Likelihood, direction, and perform-
empirical study’,Journal of Applied Psychologp3, ance implications’,Strategic Management Journal

pp. 1-13. 10(5), pp. 413-430.

Thompson, J.D. (1967).Organizations in Action:
Social Science Bases of Administrative Theory
McGraw Hill, New York.

Copyrightd 1999 John Wiley & Sons, Ltd. Strat. Mgmt. J.20: 339-357 (1999)



356 C. Homburg, H. Krohmer and J. P. Workman, Jr.

APPENDIX: Scales, Items, Scale Means, Standard Deviations, Coefficient Alphas, and
Composite Reliabilities for Measures

Scale name, response cue, and individual items Scale mean/S.D. Scale mean/S.D.
(marketing (R&D managers)
managers)

Strategy(respondents scored on 7-point Likert scale with
anchors 1= not at all and 7= a great deal)
To what extent does your business unit emphasize the
following activities?
Differentiation strategy 5.01/1.06 4.66/1.07
Creating superior customer value through services
accompanying the products.
Building up a premium product or brand image.
Obtaining high prices from the market.
Advertising.

(marketing managers: coefficient alpka0.67; composite
reliability = 0.71)

(R&D managers: coefficient alpha 0.66; composite
reliability = 0.71)

Low cost strategy 5.26/1.14 5.18/1.40
Pursuing operating efficiencies.
Pursuing cost advantages in raw material procurement.
Pursuing economies of scale.

(marketing managers: coefficient alpka0.79; composite
reliability = 0.84)

(R&D managers: coefficient alpha 0.72; composite
reliability = 0.87)

Business performanc@espondents scored on 7-point Likert
scale with anchors ¥ very poor and 7= excellent)

While answering the following questions, please relate to the
situation in your business unit over the last three years.
Relative to your competitors, how has your business unit
performed with respect to:

Adaptiveness 4.68/.99 4.44/1.06
Adapting your marketing strategy adequately to changes in
competitors’ marketing strategies?
Adapting your products quickly to the changing needs of
customers?
Reacting quickly to new market threats?

(marketing managers: coefficient alpka0.66; composite
reliability = 0.70)

(R&D managers: coefficient alpha 0.73; composite
reliability = 0.82)
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Effectiveness 4.93/1.04 4.87/1.13
Achieving customer satisfaction?
Securing desired market share?
Attracting new customers?

(marketing managers: coefficient alpka0.70; composite
reliability = 0.74)

(R&D managers: coefficient alpha 0.72; composite
reliability = 0.76)

Efficiency 4.85/1.59 4.43/1.57
Earning profits.

Market-related dynamisniscored on 7-point Likert scale with 3.80/.90 -
anchors 1= very few changes and % very frequent changes;
scale based on responses from marketing managers of phase 1)
Please indicate the frequency of major changes in the
following aspects of the business environment that your
business unit derives its largest amount of sales from:
Changes in sales strategies by your business unit and your
competitors. Changes in sales promotion/advertising
strategies of your business unit and your competitors.
Changes in pricing behavior of your business unit and
your competitors.
Changes in customer preferences in product features.
Changes in customer preferences in the price/performance
relationship.

(marketing managers: coefficient alpka0.63; composite
reliability = 0.65)
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