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areas of Strategic Management research (Bogner, 1993).

Identifying the apparent equivalency of the strategic group construct with
the homphily construct, therefore, is a significant contribution to the strategic
group research stream. The findings of support for Hypotheses 1 through 4 lend
credence to the continued use of the strategic group construct in Strategic
Management research. Contrary to the suggestions made by Bamey and
Hoskisson (1990), the strategic group construct has validity, and is not a mere
artifact of methodology. The discovery that the strategic group construct--based
on the similarity of entities in a group--reflects the relationships proposed of a
construct from a different field, itself based on the similarity of individuals in a
communication-information exchange, signifies that the strategic group construct
in not merely an artifact. The identification of a potential relationship between the
strategic group construct and the elements of the CIP mode! indicate that
strategic groups have an influence on behavior of the firms within them.

If the strategic group were not an equivalent construct to homophily, it
would not have demonstrated the expected results. Had this been the case, the
study would have found that the strategic group construct is not equivalent to
homophily and that the strategic group does not influence competitive interaction.
If the strategic group construct were a mere artifact, it wouid not have served as
a proxy for a similar construct from an unrelated theory base. The study's
findings reinforce the theoretical arguments of the role of strategic groups in firm
and group behavior (Bogner & Thomas, 1993) and augments the credibility of the

few empirical works (Feigenbaum & Thomas, 1994) that have begun to examine
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firm-level behavior within groups.

A potentially significant contribution to the strategic group stream of
research is the possible discovery of a response hierarchy, or pecking order,
within strategic groups. Feigenbaum, Hart and Schendel (1996) suggest that
firms utilize other group members as referents. The finding from the current
study suggests that a dominant referent may exist within a group, and also
suggests that not all firms are referents for all other firms within the group.
Clarification of the referent role and relationships among firms in groups and the
role these referents have regarding group- or firm-level conduct is needed. A
second contribution to strategic group research is the potential existence of
boundary spanning firms. Further research may reveal that these firms are,
indeed, in two different groups, or are transitioning from one group to another.
Strategic group research has historically focused at the group level, typically
considering conduct within groups as unimportant. Moving towards a
consideration of the firm-level behaviors within group would help to clarify firm-to-
group transition and its antecedents. A better understanding of group-level and
firm-level interaction may also serve to guide research into a clarification of the
influence between the strategic group and performance relationship.

Finally, the inclusion of intemational companies operating in the U.S.
market of the focal industry makes an important contribution to the CIP model.
The non-response of fimms in predominantly U.S. firm-comprised groups to the
actions of foreign firm-comprised groups suggests that there may be other

structural factors, which would enter the CIP model as elements of the
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competitive environment, that influence the interaction between domestic and
foreign firms operating in the domestic market of the focal industry.
Contributions to Managers

Most strategic group studies have been conducted to examine the
relationship between groups and performance, with little attention to the conduct,
or behavior, of firms within groups. This is slowly changing, as recent studies
suggest (Baum & Kom, 1996). Strategic group studies have suggested few
contributions to managers. As strategic group studies further investigate the
relationships between the group construct and manifestations of conduct, or
behavior, such as response lag, the construct may become more relevant to
practicing managers. This study suggests an association between group
membership and conduct. An emerging understanding of this relationship may
better help managers realize the potential constraints of their cognitive schema,
decision outcomes, and resulting group structures on their actions and responses
in the competitive arena.

Response lag has been shown to be related to performance (Chen &
Hambrick, 1995). In prior studies the determinants of response lag have been
represented by organizational variables, such as organizational slack, size, and
external orientation (Smith, Grimm & Gannon, 1992). The present study
indicates that industry structure, in terms of strategic groups, is also associated
with response lag. Thus, while it may benefit the organization to drive response
lag down to zero, only a portion of the determinants may be directly influenced by

managerial discretion. The strategic groupings in the industry, as a determinant
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of response lag, are only slowly altered by managerial decision, as evidenced by
group stability over time. This factor renders the effects of the strategic group
persistent over a time period.

This study also lends support to the contention made by Feigenbaum and
Thomas (1994) that group actions reinforce group norms, as members are more
likely to respond to members and more likely to match in-group actions.
Managers must question, however, the appropriateness of matching actions
within the action/response context. Is a matching response taken because it is
the most expedient course, or would a non-matching action be more
appropriate? In this decision, the cost of the response lag, in terms of potential
market share and credibility, needs to be weighed with the potential costs and
benefits of "pushing the envelope" of the firm's capabilities to formulate a non-
matching response. Can every response to a group action be non-matching?
Perhaps not. But, managers should realize that some degree of their response
discretion is bound by the past actions and decisions which, over time, have
given rise to the group structure of their industries. An understanding of the
influences of group structure may provide managers clearer insight on when it
may be more beneficial to "go with the flow" or buck the trend.

What about non-matching response to out-group actions? A non-
matching response may be appropriate in the initial stages of out-group
response, to communicate to the out-group firm(s) that the action will not go

uncontested. However, at some point the managers of responding firms must
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assess the limitation of their capabilities and either cede to the incursion of the

out-group, or invest in extending/increasing the capabilities of the firm.
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FUTURE RESEARCH

The current study could not assess the direct association between
strategic group membership and awareness, motivation and capability. This
assessment was not within the intention, scope or design of the study. The
present research achieved its goal: identifying the influence of the strategic
group on the CIP model due to its nature as a proxy for homophily. Had this
equivalence not existed, there would be no basis for determining the relationship
between the strategic group, awareness, motivation, and capability. With the
apparent equivalence of the strategic group construct and the homohily construct
established, the investigation of the relationships with and the direct influence of
the strategic group on awareness, motivation and capability is warranted.
Studies in this vein would allow for a better understanding of how firms view,
understand, and process information exchange, in terms of competitive
interactions, with in-group firms and out-group firms. Why, for example, the
apparent inverted U-shaped relationship between mobility barrier hieght and
response lag. Is this the result of managerial discretion or a manifestation of
determinism, an old and on-going debate in organizational science (Hrebiniak &
Snow, 1985).

Direct assessment of the relationship between the strategic group and
awareness for example, would allow for the theory base resulting from studies in
environmental scanning to be applied. We would expect that in-group firms
would be more salient to a potential responder than out-group firms and, due to

this saliency, be more frequently scanned for information (Boyd & Fulk, 1994).
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But this type of environmental scanning research has not been conducted at the
strategic group level. Direct assessment of the relationship between awareness,
motivation, and capability and the strategic group construct would also allow for
an analysis of the sense-making and decision-making processes at work and the
potential influence, if any, of the strategic group. There is preliminary evidence
(Feigenbaum & Thomas, 1994) that firms reinforce group conduct. Closer
investigation of the sensemaking process within the CIP framework and group
influence would probe this preliminary finding.

The suggestion brought out in the discussion of the study findings that
awareness and capability may interact to influence the decision type (i.e.,
programmed, non-programmed) made by the firm is an interesting one. This
potential interaction between awareness, capability, group membership and
decision type underscores the interactive nature of the structural and cognitive
aspects of organizational science and deserves to be addressed. For example,
under what conditions are programmed versus non-programmed decisions
applied to responses to actions, both in-group and out-group? Does the
composition of the upper echelon (the top-management team) mediate the
relationship between actor, responder, group membership and the most likely
decision type applied?

Another area of investigation further probes the relationship between
response lag and mobility barrier height. First, is this finding in the focal industry
constrained by economic factors (i.e., recession) of the early 1990's from which

the data were taken? Second, is this finding generalizable to other industries?
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Third, does this relationship hold over a longer period of time, or is it a dynamic
one that may change over a long period of time, as cognitive schemas, business-
level strategies, top management teams, and industry conditions change?
Regardiess, the present findings suggest that we question our understanding of
the role of mobility barriers in strategic group research and also question the
justification of the relative conceptual equivalence between strategic distance

and mobility barries, as operationalized by the Euclidean distance resulting from

cluster analysis.
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SUMMARY

This study bridged the Communication-Information Processing Model of
Competitive Interaction and the strategic group literature of Strategic
Management. The CIP model presents communication-information theory as a
means of modeling, analyzing, and understanding competition among firms in an
industry. This is a comparatively new theoretical approach in Strategic
Management, beginning in the mid-1980s. The strategic group literature takes its
root in Bain (1956). The groups present within industries are purported to result
from the choices top-level managers make regarding their firm’s strategic profile,
asset base, product/market scope, and resource allocations. These choices
constrain future decisions.

From the intersection of these two streams of research hypotheses were
developed and tested. The empirical results suggest that strategic groups may
have an influence on the response dynamics of competitive interaction, more
specifically, that firms are more likely to respond, and respond more quickly, to

within-group actions than to actions from outside the group.
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