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Abstract

This study reports the results of research on business strategies of Thai firms in an attempt to answer two questions. First, what strategies are used? Second, whether different strategies are associated with different performance. Business strategies used are the Miles and Snow typology of prospectors, analyzers, defenders and reactors. 104 firms listed on the Stock Exchange of Thailand were used as the sample. Discriminant analysis and Anova results show that firms used different business strategies, but the performance were not significantly different, though it must be noted that prospectors and analyzers achieve better performance in terms of ROA and sales growth.
Introduction

Today’s rapidly changing environment requires organizations to adapt and adopt in order to survive and prosper (Lawrence, 1981; Yasai-Ardekani & Nystrom, 1996). The methods through which organizations adapt to the environment are by way of strategies and structures (Chandler, 1962). Corporate and business strategies are important elements to propel organizations towards achieving their goals. Strategies contain the basic objectives, policies and action sequences underlying rational planning as a cohesive whole (Mintzberg & Quinn, 1992). Thus, to be effective managers must be able to formulate strategies as a guide to organizational behavior (Ansoff, 1984).
This research attempts to investigate how business strategies influence organizational performance of manufacturing firms in Thailand. Specifically, it will examine whether firms using different business strategies will exhibit different organizational performance in manufacturing firms listed on the Stock Exchange of Thailand. Literature search has shown that no previous research has been conducted on this important topic in Thailand. Thus in the wake of business failures following the 1997/1998 Asian financial crises it was felt that such a study was timely. Causes of organizational collapse might have been wrong strategies, poor implementation, wrong leadership styles or other elements. This study hopes to shed some light on strategies used by Thai firms and their consequences.
Research questions

This research will attempt to answer the following research questions:

a) What business strategies were used by firms in Thailand?

b) Did these strategies result in different performance outcomes?

Literature review

Studies on strategies may be done at the corporate, business unit or functional levels. Corporate strategies refer to strategies at the corporate level comprising many businesses and the strategies are often whether to diversify, integrate or retrench the portfolio of businesses (Chandler, 1962). This study is aimed at the strategic business unit level or in short the business strategy level. Functional strategies refer to strategies at the functional level such as manufacturing, marketing, financial or human resources management levels.
Business strategy is a plan to guide an organization to achieve its goals considering the market situation. It focuses on improving the competitive position of a firm’s products and services to serve a specific industry or market segment (Wheelen & Hunger, 2001). Previous researchers have conceptualized business strategies in various ways such as Porter’s (1982) differentiation and low cost strategies and Miles and Snow’s (1978) typology of prospector, analyzer, defender and reactor strategies. Both these typologies have been equally favored by researchers. This research opts for the Miles and Snow typology.
Prospector strategy refers to the firm that has very broad product market domains with a focus on innovation and change and a flexible administrative structure (Smith, Guthrie and Chen, 1989). This firm would have complex coordination and communication mechanisms relying on decentralized decision-making ever ready to grab any market opportunity (Hambrick. 1983). They monitor a wide range of environmental conditions. Technological flexibility is a crucial aspect of this strategy (Thomas & Ramaswamy, 1996). These firms are usually first-to-market with new products and services.

Analyzer strategy is hybrid strategy where the firm exhibits some features of the prospector and defender strategies (Thomas & Ramaswamy, 1994). The firm has multiple products but it adopts both stable and flexible technology with matrix or product-oriented structures. It penetrates more deeply into the market it serves and adopts new products only after thorough analysis and proven potential (Conant, Mokwa & Varadarajan,1990).

Defender strategy refers to the use of narrow-product domain by a firm which has a focus on production efficiency and stable administrative structure (Smith et al, 1989). The firm devotes its time to controlling costs, since efficiency is important to its success. Its technology is inflexible and often uses vertical integration to control costs, with centralized decision making (Hambrick, 1983). 

Reactor strategy refers to the use of inconsistent pattern of responses by a firm to the pressures of the marketplace or environment (Conant, Mokwa and Varadarajan (1990). The firm focuses on activities that need immediate action with little or no forward planning.

The choice or adoption of these business strategies by firms are expected to have different performance outcomes.  
The Miles and Snow typology has been tested validity and reliability by researchers such as Hambrick (1983), Namiki (1989), Smith, Guthrie and Chen (1989) and Conant, Mokwa and Varadarajan (1990). These researchers have found that defenders, analyzers and prospectors performed equally well in terms of profitability and were higher than reactors (Miles & Snow, 1978, Snow & Hrebniak, 1980). Namiki (1989) found that prospectors performed better than defenders, analyzers and reactors. However Hambrick (1983) showed that defenders achieved higher performance than prospectors in innovative industries. Smith, Guthrie and Chen (1989) found that prospectors and analyzers outperformed reactors on sales growth and profits. Parnell and Wright (1993) showed that for a single industry, prospectors outperformed other strategies in terms of sales growth, but analyzers performed better in terms of return on assets. Thus, it is clear that researchers have not arrived at a consensus with regards to the definite relationship between business strategies and performance or which strategies are best.
In Malaysia and Singapore Sim, Teoh and Thong (1996) and Sim and Yap (2000) found that Malaysian and Singapore firms used different business strategies with correspondingly different results. The analyzers perform better than all the other three strategies.  The extent of the use of strategies is slightly different between Malaysia and Singapore. 

Business Performance

The main purpose of business is to provide fair returns to its owners while safeguarding the capital invested. Returns may be interpreted through dividends which are derived from profits. Thus, profitability is always an important measure of business performance. An equally important goal of business is to protect the capital invested by the shareholders. Sales growth is an indicator of how well the products and services of the firm are received by its customers. To that extent sales growth represents the state of the firms’ health and thus how safe the shareholders’ capital is with the firm. For the purpose of this research profitability (returns on assets) and sales growth are used as measures of firm performance.
Theory

The contingency view suggests that the design of organizations depends on the environments surrounding them (Drazin & Van de Ven, 1985). In other words strategy and structure must be synchronized with the environment for attaining effectiveness (Burns and Stalker, 1961; Lawrence and Lorsch, 1967; Chandler, 1962; Drazin and Van de Ven, 1984). The basis of contingency theory is that the survival and effectiveness of an organization depends on how well its strategy (process), structure and context fit one another. This study is in context of this theory. Following the uncertainties of the Asian financial crises of 1997/1998 what strategies were used by Thai firms and to what consequence? 
Research Framework

The research attempts to relate business strategies (using Miles and Snow typology) to performance of manufacturing firms in Thailand. The research framework is given in figure 1.

Fig.1: Research Framework
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These strategies are categorical, in other words each company will be categorized as applying only one type of business strategy, i.e. prospector or analyzer or defender or reactor. They are not supposed to have mixed strategies. Thus, the hypothesis is as follows:
Firms applying different business strategies (prospector, analyzer, defender and reactor) will exhibit significantly different performance in returns on assets (ROA) and sales growth.
Population and sample
The unit of analysis for this research is the organization. Manufacturing are targeted as the domain of this study because the manufacturing industry interacts with environment very quickly in terms of getting supplies from the environment and providing products to the environment. The impact of this interaction (through the strategies) will be reflected in the performance of the organization.
In order to restrict the population only firms listed on the Stock Exchange of Thailand in the manufacturing sector were chosen as the sampling frame. Financial data for firms on the stock exchange (SET) are available. This study uses published financial data for calculation of performance of firms i.e. returns on assets and sales growth. Firms not listed on the SET do not publish or disclose their financial data to the public.

During the period of the study (2003 – 2004) there were 187 manufacturing firms listed on the SET. They were from 17 industry groups ranging from agribusiness to building materials to electric and electronic components to foods and beverages to pulp and paper to textiles clothing and foot ware to vehicles and parts. As there were only 187 firms in the population all the firms were selected for the study.
The Study Variables
This study uses the business strategy variables as conceptualized by Miles and Snow (1978). Conant, Mokwa and Varadarajan,  (1990) devised an instrument for measuring the business strategy types of Miles and Snow. This instrument has been well-tested. It is composed of eleven items relating to product market domain, image in the market place, time for monitoring, growth of demand, technological goal, employees technological skill, technological advantage, administrative performance, administrative future planning, organizational structure and administrative control. These eleven items on the scale of 1 to 7 converge into four strategies of prospector, analyzer, defender and reactor depending on how high each company scored. 
Performance data for each company were collected from the annual reports provided by SET for 2000, 2001, 2002, 2003 and 2004. Returns on assets (ROA) were calculated for each company using the formula: (net profit or loss divided by total assets) multiplied by 100 for each year. Then the results were totaled and divided the number of years (5) to obtain the average. The average value is used to represent the firm’s profitability. The second measure of performance used is sales growth. Sales growth is calculated using the formula: (t year’s sales minus the t-1 year’s sales) divided by t- year’s sales and then multiplied by 100. The results are totaled for each company and averaged. The average figure is used to represent sales growth for each firm.
Primary data collection

All the 187 manufacturing firms listed on the SET were surveyed by sending the questionnaire through the post. The questionnaires were addressed to the chief executive officer of the firm as provided by the SET Report. After reminders and telephone calls and assistance from friends and colleagues (over a period of 9 months in 2003 and 2004) one hundred and eleven questionnaires were returned. Seven were not properly filled and had to be discarded. Thus only 104 questionnaires were usable for this study. This gives a response rate of 55%. 
Profile of respondents

Table 1 shows the profile of respondents. Fifty-five percent were male. The majority (49%) of respondents were between the ages of 36 and 45 which mean that they were top or senior managers in the company. Ninety-four percent of them possessed either a bachelor’s or master’s degree. Thirty-eight percent have had more than 10 years’ work experience in the company. In terms of position 35.7% went by the title of general manager, director, vice president, president or CEO. The rest were senior managers or managers. These data seem to indicate that the respondents were in responsible positions and could be expected to know the firm’s operations well.
Table 2 shows the background of the companies in the sample. Sixteen percent of the firms were in textile, clothing and foot ware, 14% in foods and beverages, 12% in building and furnishing materials, 11% in agribusiness. Most of firms were producing industrial products (60%) with the balance producing consumer products. In terms of size most of the firms (42%) were in the large category (more than 1000 employees), while 33.7% in the medium category 501 to 1000 employees. Their ages ranged from 10 years to more than 40 years which mean that were well-established firms. Overall, 30% of firms obtained 50% of their sales from foreign markets with 13.5 % obtaining between 26 to 50% from foreign markets. 
Table 1: Profile of Respondents

Frequency
%

Gender


Male



58

55.5


Female



46

44.5

Manager’s age


35 or less


29

27.9

36 – 45


51

49


46 – 55


15

14.4


55 and above


9

8.7

Education level


Secondary


2

1.9


Diploma


4

3.8


Bachelor’s degree

61

58.7


Master’s degree

37

35.6

Manager’s experience


5 years or less


23

22.1


6 -10 years


41

39.4


11 – 15 years


21

20.2


16 – 20 years


10 

9.6


21 years and above

9

8.7

Position


CEO, President, GM

36

35.7


Senior manager

48

46.2


Manager


20

19.2

Table 2: Profile of Firms






Frequency 
%

Industry group






Agribusiness


12

11.5


Building furnishing material
13

12.5


Chemicals and plastics
9

8.7


Electrical and computer
8

7.7


Electronic components
7

6.7


Energy



1

1


Foods and beverages

15

14.4


Household goods

4

3.8


Machinery and equipment
2

1.9


Packaging


6

5.8


Pharmaceuticals, cosmetics
2

1.9
Pulp and paper


2

1.9
Textiles, clothing, foot ware
17

16.3

Vehicles and parts

6

5.8

Product Type


Consumer


42

40.4


Industrial


62

59.4

Firm size

 500 employees or less
25

24.0


501 – 1000


35

33.7


More than 1000

44

42.3

Firms’ age



20 years and less

38

36.5


21 – 30


40

38.5 


31 – 40


22

21.2


More than 40 years

4

3.7

Percentage sales from overseas


10% or less


35

33.7


11 – 25%


23

22.1


26 – 50 %


14

13.5


More than 50%

32

30.8

Cluster and Discriminant  Data Analysis

Preliminary analyses were conducted on the data using cluster analysis followed by discriminant analysis. The cluster analysis was done to show which strategy the company belongs to while the discrimanant analysis is meant to confirm the group to which each company belongs.

The results of cluster analysis shows the F-values from analysis of variance which compared differences among four business strategy clusters in each dimension. Forty-four items of business strategic practices were classified into four clusters by hierarchical cluster analysis using Ward’s method along with Squared Euclidean distance. The standardized scores of all the items were manipulated in the clustering procedure. Based on Miles and Snow’s (1978) typology the eleven dimensions for each business strategy type (Conant et al). The summed score of the means of the eleven dimensions within the clusters were compared to identify the different groups (Conant et al, 1990). The clusters were labeled as follows:
a) the group with the highest summed mean score was labeled as prospectors,

b) the group with the second highest summed mean  score was labeled analyzers,
c) the group with third highest summed mean score was called defenders

d) the group with lowest mean score was called reactors.

Thus the one hundred and four firms were categorized into four clusters. Table 3 shows the results of cluster analysis. Cluster 1 (n = 35) had the highest summed mean score of 62.37 which was labeled as prospectors. Cluster 2 (n = 16) had the second highest mean score of 58.50 which was labeled as analyzers, while cluster 3 (n = 32) had the third mean score of 55.88 was labeled as defenders. The fourth cluster (n = 21) with the lowest summed mean score of 42.05 was called reactors. 

Table 3: Results of Cluster Analysis of Business Strategies
Dimensions

Cluster 1
Cluster 2
Cluster 3
Cluster 4      F    sig.




Prospectors
Analyzers
Defenders
Reactors




M
SD
M
SD
M
SD
M
SD

1. Prod. Mrkt domain 
5.4
1.16
4.88
1.31
5.47
1.34
4.62
1.02  50.8 .60
2. Image in Mrkt
5.43
1.26
6.19
0.65
5.38
1.36
4.24
0.83  52.6 .00
3. Time for Monit.
4.86
1.75
4.50
1.75
4.13
1.43
4.00
1.18  15.7 .15

4. Growth of Demand
5.71
1.07
6.19
0.75
5.03
1.31
3.52
0.87   78.5 .00

5. Techno. Goal
5.94
 0.94
6.25
0.68
5.78
1.10
4.10
0.89   81.5 .00
6. Employee skill
5.77
0.77
5.50
0.63
4.75
1.19
3.48
0.93   61.1 .00

7. Techno. Advantage
6.09
0.65
5.63
1.08
4.31
1.75
3.81
1.08   86.0 .00

8. Ana. of new mrkt 
6.00
1.05
6.00
0.73
5.53
0.92
3.52
0.87  109.7.00
9. Future planning
6.06
0.83
5.75
0.77
5.38
0.94
3.48
1.21   89.6 .00
10. Org. structure
5.71
0.98
5.00
0.77
6.00
0.95
3.38
1.36   53.8  .00
11. Control

5.40
1.35
2.63
1.14
4.13
1.83
3.90
1.09   43.4  .00
Total summed score
62.37

58.50

55.88

42.05

Number of cases
35

16

32

21
Cluster 1 (prospectors) data

To illustrate the results of cluster analysis the full data for the prospector firms are given in table 4. The eleven items of the dimensions of measuring business strategies are given with the means and standard deviations. 

Table 4: Means and Standard Deviation of Cluster 1 (Prospectors)
Dimension


Statement



      Mean
SD

1. Products are more innovative, continually changing and broader
in nature throughout the organization and in the market place

5.4
1.61

2. Firm has image in marketplace as reputation for being innovative 

and creative







5.43
1.26

3. Firm spends time on monitoring changes and trends in marketplace 

and continuously monitor the marketplace



4.86
1.75

4. Firm aggressively enters new markets with new products

5.71
1.07

5. Firm is dedicated and committed to ensure that people, resources 

and equipment  required for developing new products and new markets 

are available







5.94
0.99

6. Employees’ skills re broad and entrepreneurial which are diverse,

 flexible, and enable change to be created



5.77
0.99

7. Firms are able to consistently develop new products and new markets6.09
0.65

8. Management staff tend to concentrate on developing new products 

and expand into new markets or market segments


6.00
1.05

9. Firm prepares for future by identifying new trends and opportunities

in market place which can result in creation of new product offering

 or programs which are new to the industry



6.06
0.83

10. Organization of firm is product or market oriented


5.71
.98

11. Firms use centralization and participatory encouraging many 

organizational members to be involved




5.40
1.35

Summed mean score






62.37


Number of cases







35

The cluster 1 firms showed the highest level for overall business strategic practices. The firms were able to consistently develop new products and new markets (mean = 6.09, sd = 0.65). They are also able to identify future trends and opportunities resulting in new product developments (mean = 6.06, sd = 0.83). Management staff were also contributing by way of focusing on new products and market opportunities (mean = 6.00, sd = 1.05), and employees’ skills are broad and entrepreneurial (mean = 5.77, sd = .077). In this cluster there are 35 firms. Compared to other clusters this cluster (the prospectors) scored highest on most of the dimensions. 
Discriminant analysis results
Discriminant analysis was used to confirm the classification of firm strategies provided by the cluster analysis. The results of the discriminant analysis are shown in table 5.

Table 5: Results of Discriminant Analysis

Business strategy cluster
N
Prospector   Analyzer    Defender    Reactor

Original
Prospector
35
27 (77.1)      4  (11.4)     4 (11.4)      0 (0)



Analyzer
16
0   (0)
         16 (100)     0  (0)          0 (0)



Defender
32
7   (21.9)       4   (12.5)    19 (59.4)    2  (6.3)



Reactor
21
0   (0)
          0    (0)
    0   (0)         21 (100)

Total



104
34

24
      23

23

Table 5 shows that the 35 firms identified by cluster analysis as using the prospector strategies were 77.1 correct.  But 4 or 11.4% were actually using analyzer strategies. So there was a misspecification of 11.4%. Those identified as analyzers (16) and reactors (21) were 100% correctly specified. But for defenders the accuracy rate fell to only 59.4% because of the original 32 seven belonged to prospector strategy, four to analyzer and two to reactor. The number of firms belonging to each strategy was changed accordingly. Prospectors are now 34, analyzers 24, defenders 23 and reactors 23.
Tests of Hypothesis
To test the differentiations of business strategies on performance, the one-way analysis of variance (ANOVA) was conducted. This analysis examines whether firms using different business strategies (prospector, analyzer, defender and reactor) exhibit different performance (returns on assets and sales growth). Table 6 shows the results of ANOVA between business strategies and performance. The results revealed that the performance of firms using the different business strategies did not show any significant difference in terms of profitability (F = 0.49). For growth also there are no significant differences between firms using the different strategies (F = 0.63). Thus the hypothesis was not supported.
However, on closer examination the results did show differences in performance between the different strategies. For profitability for example prospector strategy scored highest mean with 6.71% as compared to defender lowest at 3.38%. For growth the analyzer firms scored highest at 10.16% as compared to defenders which scored lowest at 3.63%. It could be seen that prospectors and analyzers scored highest on both measures of performance while defenders scored lowest on both counts.
Why results not significant?

The sample for the study is quite reasonable at 104, but when this was split into four groups (strategies), it became small samples, n = 16 for analyzers and n = 21 for reactors. This is indicated by Eta values of 0.01 and 0.02 in the tables. The study requires bigger samples to make it more conclusive.
The other reason why the results are not significant is that the standard deviations of the different sub-samples are large. The standard deviation of ROA for defender strategy was 16.9 and reactor strategy 10.75, while for sales growth the prospector strategy had a standard deviation of 18.54 and for defender strategy 16.06. These values are big compared to the means of between 3.63 and 6.55. The performance of firms using the same strategies varies a great deal.
Table 6: Results of One-way ANOVA between Business Strategies and Firm Performance

Profitability

Return on Assets (ROA)

Business Strategy
n
M
SD

F-value
sig.
Eta sq.
Prospector

35
6.71
8.96

.485

.69
0.01

Analyzer

16
6.32
3.56


Defender

32
3.38
16.94

Reactor

21
5.24
10.75

Sales Growth

Business Strategy
n
M
SD

F-value
sig.
Eta sq.

Prospector

35
6.55
18.54

.574

.63
0.02

Analyzer

16
10.16
13.50


Defender

32
3.63
16.06


Reactor

21
6.15
15.38

N = 104

Discussion
Contrary to expectation the findings did not show significant differences of performance between firms using different business strategies. Even though the results are not significant there are clear inactions that some strategies showed better results. Prospector and analyzer strategies performed better in profitability sales growth than defender and reactor strategies. Of all four strategies defender strategies showed the lowest profits and lowest sales growth. This result is in contrast to previous researches which have found that reactor strategy was the least performing strategy.  The overall results of  the study support Parnell’s (1997) results who found no significant differences of performance among the four strategies of firms. Namiki (1989) also did not find significant differences of performance among the four business strategies. 

Conclusion 
It may be concluded that the study is inconclusive and needs further research. The Miles and Snow typology of business strategy could not significantly distinguish the differences in performance of Thai firms. The inconclusive results could be due to the small sample size and the big standard deviations in the data. 
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