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Abstract

This study examines the peifonnance oftwo samples ofnarrow-scope manufac­
turingfirms competing in concentrated. mature industries. The conceptualization and
measurement of scope is discussed, and hypotheses regarding broad- and narrow­
scope are tested. Results indicate broad-scope firms outpeiform narrow-scopefirms,
but also showed that cel1ain types ofnarrow-scope strategies can be effective.

Narrow-Scope Strategies and Firm Performance:
An Empirical Investigation

Scope, defined by Hofer & Schendel (1978, p.25) as the extent of firms'
present and planned interactions with the environment, has been recognized as
one of the main components of competitive strategies. Recent research has begun
to explore the performance implications of scope both from the context of main­
stream strategy research (Prescott, 1983; Woo & Cooper, 1981), and from the
perspective of population ecology (Carroll, 1984). Following Porter (1980), there
has been renewed interest in the examination of focused (narrow-scope) strate­
gies. Focused (narrow-scope) strategies are strategies in which a firm decides to
limit its operations to one or a few segments of customers or product types (e.g.
Dess & Davis, 1984). There is recognition that those strategies may be valid stra­
tegic alternatives for firms.

Theoretical examinations have also explored the characteristics needed by
narrow-scope firms in order to be successful (Chrisman, Hofer & Boulton, 1988;
Wright, 1987; Murray, 1988). Research in this area, however, is lacking. Even
though authors such as Prescott (1983) and Dess & Davis (1984) have examined
the characteristics of competitive strategies and scope in particular industry envi­
ronments, there is a lack of research that compares the relative performance of
different types of scope in a contingency framework. If, as Hofer (1975) argued,
particular strategies may not be optimal in all situations, then it is important to
determine the conditions under which narrow-scope strategies can be effective,
and whether they are viable alternatives in less than favorable environments. In
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the context of new ventures, an examination of scope becomes important because
different types of scope utilized by firms can have an impact on firm performance
and survival.

Although there is a body of work that has examined economies of scope at
the corporate level (Teece, 1980), the same cannot be said for the examination of
scope at the business level. Murray (1988) and Oster (1990) have started work on
the conceptualization of economies of scope at the business level, but little em­
pirical research has investigated its performance implications. Furthermore, the
link between conceptualization and measurement of scope in previous research,
especially of narrow-scope, is tenuous at best. The use of concepts similar or
related to narrow-scope such as focus (Porter, 1980; Dess & Davis, 1984), spe­
cialists (Carroll, 1984), low market share firms (Woo & Cooper, 1981; Cooper,
Willard & Woo, 1986), and niche strategies (Garda, 1981), have failed to lead to
a consensus on the appropriate conceptualizations, prescriptions, or measurements
of narrow-scope strategies. To fill this gap, this research first reexamines the con­
cepts of scope and narrow-scope in light of previous definitions and
conceptualizations, and secondly, investigates empirically the relationship between
scope and finn performance at the business level.

A key argument regarding narrow-scope is whether such strategies can be
effective. To test the resilience of narrow-scope strategies, this study compares
the performance of broad- and narrow-scope firms in concentrated, mature indus­
tries. Effective narrow-scope firms have been found in growth or fragmented en­
vironments (Dess & Davis, 1984). However, since the competitive challenges in
concentrated, mature industries are usually greater, the presence of high perform­
ing, narrow-scope firms in these environments would make a more convincing
case for their potential effectiveness in other environments. Concentration pre­
sents a special challenge to narrow-scope firms because the dominant firms in the
industry possess enormous market power. Likewise, industry maturity, where firm
growth must often corne at the expense of rivals and larger competitors invade
previously ignored market niches. also provides an environment that is not alto­
gether conducive to narrow-scope firms.

Characteristics and Performance of Narrow-Scope Firms

The Conceptualization and Measurement of Scope and Narrow Scope
The examination of scope in the literature has been done in the context of

economies of scope. Chandler (1990) has argued that economies of scope exist
when firms manufacture a number of products from the same production unit,
from the same raw or semi-finished materials, or by the same intermediate pro­
cesses. Panzar and Willig (1975) contend that economies of scope exist for two
outputs when the cost of joint production is less than the cost of producing each
output separately. Both definitions examine economies of scope from the context
of a family of products. Teece (1980), however, has argued that economies of
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scope exist in multi-product diversification and serve as an efficiency rationale
for corporate diversification.

In the context of business level research, analysis of scope is imbedded in the
generic strategies literature. Both Porter (1980) and Abell (1980) include scope
as one of the main dimensions for their generic strategies frameworks. Although
these discussions set the tone for research on scope, they do not clearly explain
the organizational characteristics that narrow-scope firms should have or how to
measure them. An example of this problem is given by White (1986), whose study
of organizational characteristics and generic strategies used Porter's framework,
yet specifically excluded focus firms for this reason.

One of the main problems researchers face is a lack of clarity as to what
constitutes narrow-scope. For example, as a result of the PIMS studies linking
market share and profitability (Buzzell, Gale & Sultan, 1975), high market share
was, by implication, equated with a broad presence in the market. As a conse­
quence, low market share firms were assumed to need the protection of market
niches and, thus, a niche strategy (Clifford & Cavanaugh, 1984; Garda, 1981).
This argument, however, confuses strategic choice with strategic result; scope
and market share are different phenomena.

A firm's market share is a function of its ability to penetrate the product­
market segments in which it chooses to compete; an effective narrow-scope firm
may obtain a larger market share than an ineffective firm with a broad scope.
Scope, by contrast, results from a firm's choice of domain. A firm can decide to
compete in all, most, or a limited number of product-market segments in its
industry; if it selects the latter, it is following a narrow-scope strategy.
Conceptualization of scope should rely on the examination of a firm's decision
along two dimensions: products and markets. Although a number of variables
have been suggested as indicators of a firm's scope (e.g., geographic segments,
customer groups, customer functions, technology), all are related to a firm's choice
of products or services and markets. The appropriate specific variables to use in
evaluating scope will then depend upon the nature of the industry examined.

For example, Miller (1981) used geographic areas and product segments to
determine the scope of a sample of retail businesses. While useful for his study
geographic areas are probably not sufficient to represent the markets served by
manufacturing businesses. Others, such as Sandberg (1986), used expert panels
to distinguish generic strategies, whereas Prescott (1983) used a comparison mea­
sure to determine the scope of firms included in the PIMS database. Researchers
from the population ecology school such as Freeman & Hannan (1983) and Carroll
(1984) have also examined scope in their discussions of generalist and specialist
firms. Generalist firms, much like broad-scope firms, were identified by their
attempt to compete in the large segments of the market. Specialists, on the other
hand, were those that competed for specific groups of customers.

Others have used cluster analysis to identify strategic types and scope. For
example, Gailbreath & Schendel (1983), using factor and cluster analysis, found
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a "niche" strategy among both industrial and consumer goods manufacturers. In­
terestingly, their results appeared to be based primarily on the source of strategic
advantage employed by those firms since only one of the factors used in the clus­
ter analysis represented scope, and neither group of "niche" businesses was par­
ticularly narrow in that dimension vis-a-vis the other groups identified. The
clustering ofmicrocomputer firms conducted by Chrisman & Bauerschmidt (1990)
went to the other extreme; their clusters were based solely on product scope deci­
sions. Their approach made no allowances for market scope and, therefore, one
of the key distinctions between broad- and narrow-scope firms was lost.

The Effectiveness of Narrow-Scope Firms
In addition to the problems regarding the conceptualization of scope, ques­

tions regarding the viability of narrow-scope strategies remain unresolved. First,
scholars disagree with respect to the viability of narrow-scope strategies. On the
other hand, it is argued that few firms can succeed in the long run with a focused
strategy (Garda, 1981; Hatten & Hatten, 1987), or that narrow-scope firms should
seek out market niches that are unattractive or unfeasible for their larger rivals
(Buchele, 1967; Cohn & Lindberg, 1972). On the other hand, the need for nar­
row-scope firms to seek protected niches has been challenged by the results of
several studies (Hamermesh, Anderson & Harris, 1983; Woo & Cooper, 1981;
Cooper, Willard & Woo, 1986).

Second, there is disagreement regarding the types of environments that will
support narrow-scope firms. Dess & Davis (1984) provide support for the pres­
ence of narrow-scope firms in fragmented industries, a finding with intuitive ap­
peal. Carroll's (1984) analysis offour firms in highly concentrated industries sug­
gests, however, that narrow-scope strategies may be viable alternatives in indus­
try conditions other than fragmentation. He argues that the success of the broad
scope firms creates the conditions necessary for narrow-scope firms to compete
effectively. Since broad-scope firms compete by means of universal appeal to all
customers, they leave market segments with specialized appeal open for narrow­
scope firms. According to that argument, both types of firms should theoretically
appear in all industry conditions.

Consistent with this viewpoint, Prescott (1983) and Sandberg (1986) found
narrow-scope firms in a variety of environments. However, their findings provide
contrasting conclusions regarding the relative effectiveness of narrow-scope strat­
egies under different environmental conditions. Prescott found 'focus' firms to be
better performers in declining and stable non-fragmented industries, but relatively
inferior performers in industry maturity. Sandberg, by contrast, suggested that
focused strategies appeared to be more appropriate than broad-scope strategies
for new ventures entering industries in later stages of evolution, although his
small sample made him unable to support this conclusion statistically.

Finally, from a theoretical point-of-view, researchers have argued that differ­
ences between broad- and narrow-scope firms should translate into differences in
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performance (Murray, 1988). While a complete explanation as to why this occurs
has yet to be developed; the few limited attempts have been instructive. For ex­
ample, the concept of economies of scope may explain above normal returns for
broad-scope firms (Teece, 1980). Oster (1990) has argued that multiple product
lines can create economies of scope that cut across functions and Panzar & Willig
(1981) assert that this can provide cost advantages.

In the case of narrow-scope firms, in-depth knowledge of the characteristics
and nuances of particular product/market segments can translate into above nor­
mal returns for firms. In heterogeneous industries, a narrow-scope firm can ex­
ploit differences in customer preferences to stake a preeminent position within a
customer segment (Murray, 1988). In spite of these insights more work is needed,
a task to which we turn below.

Hypotheses

Which firms should perform better in an environment that is concentrated
and mature: firms that are able to derive economies of scope, or firms that are
able to exploit differences in customer preferences? Given the effects of industry
concentration and unequal degrees of market power in concentrated, mature in­
dustries and the possibility of deriving economies of scope, it is expected that
benefits of competing with a broad scope should outweigh the benefits of special­
ization in such environments.

However, because scope can be measured in terms of both products and mar­
kets, it is possible for a firm to be broad on one dimension while narrowly fo­
cused on the other. It is expected that the benefits of either economies of scope or
specialization should be more acute for firms that are either broad or narrow on
both dimensions. Firms with a broad product scope should enjoy greater econo­
mies from their broad range of products when they sell them to a broad, rather
than a narrow, set of markets. In the case of narrow-scope firms, the same argu­
ment should hold. That is, a narrow scope in both products and markets should
permit a higher degree of specialization in production and the opportunity to more
effectively tailor marketing programs for the targeted customers. Indeed, Carroll
(1984) has argued that extreme specialism - concentrating on a specific number
of product-market segments - may be the best strategy for most firms.

Hypothesis 1: Firms with a broad scope in both products and
markets will outperform:

Hypothesis Ja. Firms with a narrow scope in both prod­
ucts and markets;
Hypothesis Jb. Firms with a narrow product scope and a
broad market-scope: and
Hypothesis Jc. Firms with a narrow market scope and a
broad product scope.
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Hypothesis 2: Firms with narrow scope in both products and
markets will outpeiform:

Hypothesis 2a. Firms with a narrow product scope and a
broad market scope; and
Hypothesis 2b. Firms with a narrow market scope and a
broad product-scope.

Finally, finns with a narrow-scope in products but not markets are expected
to be better perfonners than finns with a narrow scope in markets but not prod­
ucts because advantages accruing from patents, production systems, and technol­
ogy may be more easily defensible than advantages accruing from customer pref­
erences, marketing methods, or auxiliary services in concentrated, mature indus­
tries.

Hypothesis 3: Firms with narrow product scope and broad
market scope will outpeiformfirms with narrow market scope
and broad product scope.

Methodology

Two samples of manufacturing finns were drawn from a series of case stud­
ies and the PIMS database to test the above hypotheses in mature, concentrated,
heterogeneous, domestic environments. The PIMS database was useful in that it
provided a large sample of finns that cut across many industries. The case studies
provided a smaller sample that allowed a more intensive understanding of the
characteristics of specific industries. The result is a combination of both coarse­
and fine-grained research into the medium grained research championed by
Harrigan (1980). The use of two samples also allowed cross-validation of the
research results, thus satisfying the concerns of authors such as Ramanujan &
Venkantraman (1984) who have expressed concerns that most PIMS research has
been validated only by other studies using the PIMS database. Given the differ­
ences in the makeup of the two databases, if results can be confinned for both, or
differences between the two databases can be explained adequately, the explana­
tory power gf the study would be greatly increased.

The characteristics of industries were selected to allow a reasonable degree
of generalizability to other industry settings and to ensure an adequate amount of
variance and stability in both strategies and perfonnance. Thus, mature industries
were selected because of the likelihood of stable relations between the variables
of interest because most industries exist in their mature stage - which is the one
that generally endures for the longest period of time (Hambrick, 1983) - and
because they should provide the strongest test for narrow-scope strategies. Con­
centrated industries were selected to ensure the presence of adequate numbers of
broad-scope finns and because it still is not clear if narrow-scope strategies can



Spring 1998 De Castro & Chrisman: Narrow-Scope Strategies 7

be superior perfonners in such an environment. Heterogeneous industries were
chosen to ensure the presence of imperfectly substitutable products and a variety
of market segments containing customers with different needs. Finally, domestic
industries were chosen to minimize the effects of international competition, cross­
subsidization, and variable market growth rates across countries (Sousa &
Hambrick, 1989). The criteria used to select the industries from which the two
samples were drawn are provided below.

Concentration

Maturity

Heterogeneity

Domestic

PIMS Sample

4 firm concentration
ratio> .60

Firms responded that
they competed in
mature industries

Advertising to sales
ratio> 1.5%

Value of exports+
imports ~ 30% of
industry sales

Case Studies Sample

4 firm concentration
ratio> .60

Average 5-year growth of
industry less than 1%
over GNP and industry
at least 10 years old

Advertising to sales
ratio> 1.5%

Value of exports +
imports ~ 30% of
industry sales

Business units of diversified firms in four industries - breakfast cereals,
aircraft, tires, and household appliances - were chosen for the case studies sample.
Published information, annual reports, 10-K filings, and Compustat tapes were
used to gather data on 62 finns for the period from 1982 to 1986. Analysis of
variance showed that there were no significant differences across industries for
the scope or performance variables used, suggesting the validity of aggregating
the data from the four industries.

From the PIMS inventory we selected the SPI4 database, which possesses
information on over 2718 strategic business units over four years, ending in 1984.
In all, 599 SBU's were identified that met our research design criteria.

Variables
Scope. Scope was measured in terms of the product and market segments in

which the sampled firms competed. Two measurement methods were utilized.
In the case studies sample, each of the four industries was divided in terms of

product and market segments. The size of each segment as a percentage of indus­
try sales was determined. Each firm was then assigned to the product and market
segments in which it competed. Multiple coders were used to assign firms to the
segments. Disagreements between coders were discussed until a consensus was
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reached. This procedure is similar to that utilized by Montgomery, Thomas &
Kamath (1984) in determining different categories for divestitures. Once this pro­
cedure was completed, we calculated, as a percentage of industry sales, each firm's
product and market coverage. Firms that competed in product or market seg­
ments that, in total, accounted for 60 percent or more of industry sales were con­
sidered broad on that dimension. Firms that competed in product or market seg­
ments that, in total, accounted for 40 percent or less of industry sales were con­
sidered narrow on that dimension. These cutoffpoints were based on natural breaks
in the data (only one firm out of 62 fell between these cutoff points and was not
included in the analysis), and were consistent with the responses to a survey we
conducted of 12 leading researchers in strategy concerning what adequate cutoff
points would be for broad and narrow scopes. This procedure provided four groups
of firms: those with broad scopes on both dimensions, those with narrow-scopes
on both dimensions, those with broad scopes in products and narrow scopes in
markets, and those with broad scopes in markets and narrow scopes in products.
Table 1 presents frequencies for product and market scope for the case studies
data. Following these criteria, we classified 26 firms as broad on both dimensions
and 35 firms as narrow on one or both dimensions.

Table 1
Product and Market Scope Classification of Case

Market Scope

Product Scope

0- 20%

0- 20%

ofirms

21 - 40% 41 - 60% 61 - 80% 81 - 100%

18 firms 1 firm* 0 firms 0 firms

21 -40%

41·60%

61 ·80%

81 - 100%

Narrow Scope = 26 Product Focus= 5

2 firms 6 firms ofirms 2 firms 3 firms

ofirms ofirms ofirms ofirms ofirms

ofirms 2 firms ofirms 9 firms 3 firms

Market Focus= 2 Broad Scope: 28

ofirms ofirms ofirms 6 firms 10 firms

* Not included in the analysis.



Spring 1998 De Castro & Chrisman: Narrow-Scope Strategies 9

In the PIMS sample, scope was operationalized in terms of separate assess­
ments of the product and market segments in which the firms competed. We based
our assessments on the reported responses in the PIMS questionnaire as to how
the firm's product or market coverage compared with that of the leading competi­
tors in each industry. 209 firms were classified as narrow scope since they re­
sponded that their scope of operations on products or markets or both was nar­
rower than that of the leading competitors in their industries. 390 firms were
classified as broad since they reported their scope of operations to be the same or
broader on both dimensions. In industries that are concentrated and mature, a
comparison with the leading competitors should be an adequate measure of scope
because leading competitors under those circumstances are expected to compete
in most of the industry segments.

Peiformance. Since a number of the businesses in the case studies sample
were divisions oflarge corporations, it was not possible to obtain relevant data on
ROI for them. Instead, we used the return on identifiable assets (ROA) to mea­
sure the performance of the business unit or division of the company that com­
peted in the industry under study.

For the PIMS data, performance was measured via return on investment (ROI).
ROI has been used in prior PIMS research on strategy content (Woo & Cooper,
1981; Prescott, 1983), and has been acknowledged as an adequate performance
measure (Reece & Cool, 1978). Although the use of different measures of perfor­
mance is a problem in terms of possible consistency of results, we believe that
they capture similar aspects of firm performance and that their use is appropriate
in exploratory research.

Data Analysis
For both samples, the hypotheses were tested using analysis of variance. To

specify significant differences among the groups, the study utilized Schefre post­
hoc comparisons. The Schefre method was used because it provides the most
stringent test of differences between groups. It should be noted, however, that the
four case studies covered almost the entire population of participants in those
industries, thus tests of significance were used only as a means of guarding against
measurement error, to emphasize the magnitude of the results, and to suggest
generalizability to other industries with similar structural characteristics.

Results

Table 2 presents group means, analysis of variance and Schefre comparisons
for the two databases.

The PIMS results show significant main effects for product and market scope
and a significant interaction between product and market scope. As predicted,
Hypothesis 1 was strongly supported. Firms that compete with a broad scope on
both product and market dimensions did significantly better than firms that com-
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Table 2
Group Means, Anovas, and SchetTe Comparisons for PIMS and Case Studies Data

Group Means for Scope Variables

PIMS Sample Case Studies Sample
Market Scope Market Scope

Narrow .B..rllill! Narrow Broad

Narrow 18.89 16.54 10.34 30.88
Product (n=67) (n=110) (n=26) (0=6)
Scope Broad 7.60 26.48 2.03 15.03

(n=32) (n=390) (n=6) (n=26)

Analysis of Variance: PIMS Data

SQurce of Variation ~ J2E MSQ F-statistic sign.

Main Effects 10218.4 2 5109.2 9.82 .000
Product scope 3443.5 I 3443.5 6.62 .010
Market scope 2979.8 I 2979.8 5.73 .017
2 Way Interactions 7793.1 I 7793.1 14.86 .000
Explained 18011.7 3 6003.2 11.54 .000
Residual 309344.9 595 520.0
Total 327356.4 598 547.2

Analysis of Variance: Case Studies Data

Source of Variation ~ DF MSQ F-stati stic sign.

Main Effects 2409.4 2 1204.7 5.30 .008
Product Scope 1314.9 1 1314.9 5.71 .019
Market Scope 2405.0 1 2405.0 10.59 .005
Two way interactions 97.2 1 97.1 0.43 .515
Explained 2506.0 3 835.6 3.68 .017
Residual 12936.3 57 227.0
Total 15443.1 60 257.4

Post Hoc Comparisons: Scheffe Tests
Significant Differences Between Groups

PIMS Data
NCP) NCM) NCP&M)

Case Studies Data
R NCP) lliM2 NCP&M)R

Broad
Narrow (P) *
Narrow (M) *
Narrow (P&M) *

*
ns *

*
os
ns

ns

* os

ns
significant difference at .05 level
difference not significant
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pete with a narrow scope on at least one dimension. Scheffe tests showed that
there were significant differences between broad-scope firms and all types of
narrow-scope firms. Thus, Hypotheses la, Ib, and lc were all supported.

Hypothesis 2 was partially confirmed by the PIMS data. Hypothesis 2a was sup­
ported: firms with a narrow scope in both products and markets did indeed signifi­
cantly outperform those with a narrow scope in markets only. Hypothesis 2b, how­
ever, could not be supported; there were no significant differences between firms with
a narrow scope in both products and markets, and firms with a narrow scope in prod­
ucts only. Hypothesis 3 was also confirmed: firms with a narrow scope in products
significantly outperformed those with a narrow scope in markets.

The results of the case studies show significant main effects for both product
and market scope, but the interaction between them was not significant. The main
effects indicate that in terms of market scope, firms with a broad scope outper­
formed narrow-scope firms. In terms of product scope, however, firms with nar­
row scope outperformed broad-scope firms.

Given the exploratory nature of the study, and the results from the compari­
son PIMS sample, Scheffe tests were also conducted for the case studies sample.
In contrast to the PIMS analysis, the results of the case studies analysis were not
as consistent with expectations, even though significant differences between broad­
and narrow-scope firms in the sample were revealed.

Hypothesis 1 was not supported since, overall, narrow-scope firms outperfonned
broad-scope firms and, more specifically, finns with narrow product scopes and broad
market scopes achieved the best perfonnance. The Schefte tests did not support Hy­
pothesis Ia or Ic at the .05 level of significance. The results were in the expected
direction, however, with broad-scope firms outperfonning firms with narrow scope
in both products and markets and firms with narrow scope only in markets.

On the other hand, not only was Hypothesis 1b not supported, firms with
narrow product scopes and broad market scopes significantly outperfonned firms
with broad scopes on both product and market dimensions. Likewise, neither
Hypothesis 2 nor 3 could be confirmed. Firms with narrow scopes in both prod­
ucts and markets outperformed those with narrow scopes in markets only, albeit
at levels insufficient to support Hypothesis 2b. But again, contrary to the expecta­
tions ofHypothesis 2a, firms with narrow product scopes and broad market scopes
significantly outperformed firms with narrow scopes on both dimensions. The
findings with respect to Hypothesis 3 were in the expected direction as firms with
narrow scopes in products only outperformed those with narrow scopes in mar­
kets only. However, the number of firms in both groups was so small that Hy­
pothesis 3 could not be confirmed statistically.

Discussion

In the PIMS sample, firms with a broad scope .outperformed firms with a narrow
scope. In concentrated, mature industries the economies provided by a broad scope
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appear to have a greater impact on performance than the possible effectiveness ben­
efits of specialization (Carroll, 1984). However, it is also clear from the results that
narrow-scope firms can compete effectively even under less than hospitable environ­
mental conditions. These results are consistent with Carroll's (1984) argument that
"specialist" firms should appear in all environments because their strategies comple­
ment the strategies of the generalist firms with broad scopes.

The PIMS results also show that firms that are broad or narrow in both prod­
ucts and markets outperform firms that are broad in one dimension and narrow in
the other. These results are consistent with Woo's (1980) notion that focused firms
must be selective and discriminating, and with the population ecology argument
that the specialists and generalists in an industry will be better performers over
time than firms with scopes falling between the two extremes (Carroll, 1984).
This conclusion is reinforced by the lack of intermediate-scope firms in the case
studies sample; such firms must have either previously adopted a broad- or nar­
row-scope strategy or left the industry via divestment, merger, or failure.

The results of both samples indicated that in concentrated, mature industries,
firms with a narrow scope in products and markets or a narrow scope in products
alone will significantly outperform those firms with a narrow scope in markets only.
Firms with a narrow scope in both products and markets may be better performers
because their degree of specialization allows them to meet the needs of targeted cus­
tomers more effectively. Conversely, firms with a narrow scope in products might do
better than firms with a narrow scope in markets because product-related advantages
(e.g., specialized production systems, patents) may be easier to sustain than market­
related advantages (e.g., marketing programs, customer relations).

The results regarding types of narrow-scope strategies are particularly en­
lightening in the context of new ventures. Given the resource constraints and the
learning process that needs to take place with most new ventures, it may be diffi­
cult for new ventures to compete in most of the market segments in the industry.
Thus, it is important to investigate how new ventures can use narrow-scope strat­
egies to their advantage, and what types of strategies should be more appropriate
for different industry types.

The results indicate that to the extent that new ventures are able to compete with
a narrow scope in both products and markets, or just in products, they would fare
significantly better. Product-specific attributes may be more defensible than charac­
teristics of the markets, and for a new venture it may be easier to acquire and defend
those attributes through patents, or specialized product or process technology.

Though the results of the case studies sample failed to corroborate the PIMS
results, the differences in findings illustrated the advantages of utilizing multiple da­
tabases and multiple data gathering methods. In the case studies sample, firms with a
narrow scope in products outperformed broad-scope firms. In the absence of other
ways to test the hypotheses, this result could have been taken to mean that firms that
compete with a narrow-scope in products would be the best performers in mature,
concentrated environments. However, the PIMS results suggest that this finding is an
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exception to the rules in most industries. Nevertheless it is an interesting exception,
and it shows that the general rules one may discover through large sample statistical
analysis should not be taken as a universal condition. In business research both the
generalities and the exceptions are interesting and important.

Directions for Research

Future research should study the relationship between scope and performance
in other types of industries and competitive environments. More work is also
needed on the interactive nature of choices of scope and competitive weapons
(Chrisman, et aI., 1988), as well as scope and organization structure. For new
ventures these new research avenues are of paramount importance. A narrow­
scope strategy with an emphasis in products or products and markets in industries
with the conditions of the ones in this study may be the best alternative for new
ventures given their constraints; the same may not be true for other types of in­
dustries or other environments. For example, new ventures in service, growth, or
fragmented industries might fare better using other types of strategies.

The progress made in clarifying the conceptualization and measurement
of narrow-scope strategies was one of the major contributions of this research
to the literature. Future research should attempt to utilize and refine our ap­
proach to defining and operationalizing narrow scope. Further research is also
needed to examine the apparent lack of firms in the case sample that com­
peted in an intermediate number of product-market segments. All except one
of the firms in the sample competed in segments that represented more than
60 percent of sales in the industry, or in segments that represented less than
40 percent of industry sales. This tends to confirm the appropriateness of clas­
sifying firms as either broad or narrow scope, and addresses Chrisman et aI. 's
(1988) concerns about whether it is necessary to add a medium-scope tax­
onomy to the strategy classification scheme. Our results suggest that an inter­
mediate taxonomy may not be necessary in mature industries. Nevertheless,
Bauerschmidt & Chrisman (1990) found a number of medium-scope firms in
their study of the shakeout in the microcomputer industry. Given these differ­
ences, longitudinal research investigating the long term viability of various
strategies of scope could be of great theoretical and practical significance.
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