MANAGERIAL COMPETITOR IDENTIFICATION:
INTEGRATING THE CATEGORIZATION, ECONOMIC

AND ORGANIZATIONAL IDENTITY PERSPECTIVES

This dissertation was presented

by
William Timothy Few

B.S., Colby College, 1989
M.B.A., Katz Graduate School of Business, 1999

Submitted to the Graduate Faculty of the
Katz Graduate School of Business
in partial fulfillment of the requirements for the degree of
Doctor of Philosophy

University of Pittsburgh
2007



UNIVERSITY OF PITTSBURGH

KATZ GRADUATE SCHOOL OF BUSINESS

This dissertation was presented

by
William Timothy Few

It was defended on
May 16, 2007
and approved by

Dr. Jacob G. Birnberg, Katz Graduate School of Business, University of Pittsburgh
Dr. Susan K. Cohen, Katz Graduate School of Business, University of Pittsburgh
Dr. Richard L. Moreland, Department of Psychology, University of Pittsburgh
Dr. John E. Prescott, Katz Graduate School of Business, University of Pittsburgh

Dr. John C. Camillus (Chair), Katz Graduate School of Business, University of Pittsburgh



Copyright © by William Timothy Few

2007



MANAGERIAL COMPETITOR IDENTIFICATION:
INTEGRATING THE CATEGORIZATION, ECONOMIC
AND IDENTITY PERSPECTIVES
William Timothy Few, PhD

University of Pittsburgh, 2007

This dissertation integrates three perspectives capable of explaining how top managers
identify their organization’s competitors: categorization, economic and organizational identity.
In order to explore these perspectives a qualitative theory elaboration methodology is employed.
Accordingly, a model of managerial competitor identification is developed. In addition, the three

perspectives are integrated into this model to produce a robust theoretical framework.
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1.0 INTRODUCTION

All firms face competition. This presents a challenge for managers as competitors’
actions and activities can directly impact an organization’s profitability and ability to attain a
competitive advantage (Chen, 1996). Moreover, managers are motivated to understand their
competition in order to construct a strategy that creates a defensible competitive position (Porter,
1980). Given the significant role that competition plays in strategy, studying the process of how
managers come to understand and identify their organization’s competitors is an important
research endeavor (Porac & Thomas, 1990; Rumelt, Schendel & Teece, 1994).

Despite its importance, however, little is known about managerial competitor
identification (Clark & Montgomery, 1999). Additionally, a review of the literature reveals that
this area of study suffers from the lack of a cohesive theoretical model and discrepancies among
the various theoretical perspectives that have been used to investigate competitor identification.

With respect to the lack of a theoretical model, the literature does offer a normative
model, which suggests that competitor identification may occur during the managerial activity of
competitor analysis (Porter, 1980; Peteraf & Bergen, 2003; Chen, 1996). Accordingly,
competitor analysis is often modeled as a two-step, linear process where competitor
identification leads to competitor analysis (Peteraf & Bergen, 2003; Bergen & Peteraf, 2002;
Porac & Thomas, 1990). In the first step, competitor identification presents managers with the

task of determining the appropriate set of organizations to be analyzed (Bergen & Peteraf, 2002).



This step is necessary because of limited managerial resources (e.g., time and attention) and
bounded rationality, which together dictate that a manager cannot analyze and keep track of all
organizations in the external environment (Ocasio, 1997; Bergen & Peteraf, 2002). Specifically,
these realities force managers to reduce the population of all organizations to a subset of firms
that can be adequately analyzed. In order to produce this subset, researchers hypothesize that
managers engage in a cognitive sorting process (Peteraf & Bergen, 2003; Bergen & Peteraf,
2002). During this process managers compare their organization to other firms in their
environment and categorize them as direct competitors, indirect competitors and potential
competitors. Overall, the competitor identification step is important since the quality of the
analysis depends on managers analyzing the appropriate organizations (Peteraf & Bergen, 2003;
Zajac & Bazerman, 1991).

Once competitors are identified, managers proceed to the second step of competitor
analysis. During this stage, managers seek to form an accurate impression of each organization’s
competitive capability or competitive position (Bergen & Peteraf, 2002; Porter, 1980). Ideally,
an accurate understanding of each competitor not only provides managers with the ability to
predict future competitor moves and understand potential competitive threats, but also builds an
awareness of the competitive environment and the opportunities available to position the
organization to attain a competitive advantage (Porter, 1980; Chen, 1996).

While the two-step model appears logical on the surface, it possesses certain flaws and
limitations as a theoretical framework designed to explain how managers actually identify and
analyze competitors in practice. It also does not provide a practical basis for empirical
investigation. To begin with, the framework draws a sharp distinction between identification and

analysis without explaining the relationship between these concepts. Recall that the sorting



process requires managers to compare their organization to other firms (Chen, 1996; Peteraf &
Bergen, 2003). When making such comparisons, firms similar to a manager’s organization in
terms of markets served, resources and capabilities are more likely to be categorized as
competitors (Chen, 1996; Peteraf & Bergen, 2003). However, does not the detection of
similarity require analysis and investigation? Could competitor identification actually require a
thorough analysis? If not, how does the analysis performed during the identification stage affect
the analysis stage?

Additionally, the two-step model does not account for how the understanding and
labeling of competitors are actually modified by managers over time. In other words, what
happens after analysis? Does the process start over? If so, what triggers the reactivation of the
process? How does a manager’s understanding of his or her existing competitors affect the new
round of competitor analysis?

Finally, the two-step model fails to provide grounded evidence to suggest that managers
actively engage in a sorting process as described in the competitor identification step. While the
description of the process may be more normative than theoretical, researchers have not actively
investigated how managers identify competitors in practice (Porac & Thomas, 1990; Clark &
Montgomery, 1999).

In addition to the lack of a coherent theoretical framework, this area of research is
plagued by the existence of three perspectives which offer conflicting explanations of competitor
identification. First, the categorization perspective suggests that managers possess industry
taxonomies, which serve as mental models that capture how managers have categorized
organizations within an industry (Porac & Thomas, 1990). The main propositions of this theory

are that competitor identification is primarily a categorization activity (Porac & Thomas, 1990;



Bergen & Peteraf, 2002) and that a manager is likely to identify a firm as a competitor if this
firm resides in the same category as the manager’s organization (Porac & Thomas, 1990).

Second, the economic perspective suggests that competitor identification primarily
depends on how similar a firm is to the manager’s organization (Chen, 1996; Bergen & Peteraf,
2002). Generally speaking, competitor identification is a managerial process of determining the
degree to which the firm in question operates in similar markets and possesses similar resources.
Accordingly, firms which are highly similar to the manager’s organization in terms of markets
served and resources possessed will be identified as direct or primary competitors; firms who
operate in common markets, but possess different resources will be identified as indirect
competitors; and firms that possess high resource similarity, but low market commonality will be
identified as potential competitors.

Third, the organizational identity perspective suggests that a manager (who is likely to be
highly identified with their organization) will be sensitive to firms which threaten those aspects
important to the identity of the manager’s organization (Albert & Whetten, 1985). This
perspective is supported by the sensemaking framework (Weick, 1995) and the current research
on identity (Dutton & Dukerich, 1991; Dutton & Penner, 1993, Fiol & Huff, 1992) which
together suggest that organizational identity is a cognitive framework that has a primary impact
on how managers come to understand and respond to their organization’s external environment.
However, this framework has never been formally connected to the strategic endeavor of
identifying competitors.

Despite all three of the existing theoretical explanations, none of them fully capture and

explain the process used by managers to identify competitors. In addition, each perspective



offers a conflicting explanation of the process. Thus, further investigation is necessary to clarify
the role, if any, of each of the three perspectives in the competitor identification process.

Of the three perspectives, the categorization and economic theories dominate current
views of competitor identification. However, it is the opinion of this researcher that the
organizational identity perspective, which has never been formally applied to competitor
identification, provides a compelling theoretical framework that is also capable of explaining the
process by which managers identify competitors in practice. Accordingly, this dissertation is
focused on addressing the conflict among these three perspectives and answering the following
questions:

1. Does organizational identity influence which firms a manager identifies as the
organization’s competitors?

2. If Ol does influence managerial competitor identification, how does each of the
three sub-models — categorization, economic and organizational identity —
influence which firms are identified by a manager as the organization’s
competitors?

In order to address these questions, a conceptual model is developed for the purposes of
describing the general process by which managers come to identify and understand their
competitors in practice. This competitor identification model presented in Chapter 2.0 departs
from the two-step process by reframing competitor identification and analysis as a problem of
sensemaking (Weick, 1995). In addition, it provides a necessary context to understand how the
three perspectives fit within an expanded process of competitor identification. In Chapter 3.0, a
literature review of the three competitor identification perspectives is provided and related to the

research questions addressed by this dissertation. It is suggested that the organizational identity



perspective plays a significant, if not dominant, role in the competitor identification process.
Chapter 4.0 of this dissertation describes the methods utilized to gather and analyze the data.
The analyses and results of the study are presented in Chapter 5.0. The final chapter, Chapter
6.0, provides a discussion of the study’s findings and a summary of the contributions of the

completed research.



2.0 MANAGERIAL COMPETITOR IDENTIFICATION

A problem confronting researchers with respect to managerial competitor identification
(CI) is the lack of a coherent theoretical model that explains how managers identify their
organizations’ competitors in practice. In response to this claim, one might argue that a model of
Cl can Dbe constructed from research done on competitor analysis and organizational
categorization (Chen, 1996; Peteraf & Bergen, 2003; Bergen & Peteraf, 2002; Clark &
Montgomery, 1999). Simply stated, this body of literature suggests that CI is a process in which
a manager: (1) scans the environment to form an impression of each firm within the
organization’s competitive space; (2) labels as competitors those firms who possess enough
similarity to the manager’s organization (i.e., meet the definition of a competitor); and
(3) categorizes this collection of labeled firms as either direct, indirect or potential competitors.

While this model can offer key insights into CI, it is an incomplete description of the
process. To begin with, competitor identification has been described as being part of an
expanded model of competitor analysis (Bergen & Peteraf, 2002). Accordingly, it is construed
as merely a step in a larger process of competitor analysis where it is suggested that managers do
just enough scanning to label firms as either direct, indirect or potential competitors. However,
does not the detection of similarity and the subsequent labeling involved in the process require
analysis and investigation? Could competitor identification actually require a thorough

organizational analysis?



The existing model also does not account for how the scanning performed during the
competitor identification step affects the more thorough stage of competitor analysis. In
addition, the possibility that changes in an organization’s competitive landscape or environment
may affect which firms are labeled competitors is not acknowledged. In other words, how
managers identify new competitors, remove the competitive label from existing competitors or
re-label a competitor as either direct, indirect or potential is not discussed. Moreover, the model
is relatively silent on the particulars of how managers scan their competitive environment.
Research suggests that Cl is a subjective phenomenon (Chen, 1996; Reddy & Rao, 1990;
Brooks, 1995). However, the existing model does not account for such subjectivity in the
processes of scanning and labeling. Finally, as the current model is a composite of theories
drawn from marketing, economics and cognition, it is weakly grounded to the phenomenon of ClI
(Picken, 1995).

Accordingly, the purpose of the next section of this chapter is to develop a more robust
conceptual model that describes how managers come to identify and understand their
competitors in practice. The proposed model departs from the existing model described above
by reframing competitor identification as a process of sensemaking (Weick, 1995). Furthermore,
the model will provide a context within which each one of the theoretical perspectives used to

explain competitor identification — categorization, economic and identity — will be discussed.

21  OVERVIEW OF COMPETITOR SENSEMAKING MODEL

The phenomenon of managerial competitor identification is of interest because when

asked to name the organization’s competitors, a manager will likely produce a subset of all the



firms that exist within his or her organization’s industry or competitive environment (Porac &
Thomas, 1990; Clark & Montgomery, 1999). In addition, research suggests a manager will
incorporate a hierarchical structure into this subset by rank ordering these firms from most (i.e.,
direct competitors) to least (i.e., potential and indirect competitors) competitive (Chen, 1996;
Peteraf & Bergen, 2003). These two outcomes imply that a manager, and hence the
organization, is cognitively linked to and directs the organization’s attention to a limited set of
firms of the manager’s choosing (Dacin et al., 1999; Ocasio, 1997; Miner & Anderson, 1999).
More importantly, it suggests that an organization’s strategic behavior and its ability to detect
and respond to competitive threats depends in part on the firms that a manager identifies as his or
her organization’s competitors (Peteraf & Bergen, 2003; Bergen & Peteraf, 2002; Porter, 1980;
Chen, 1996).

This dissertation proposes that the manner in which a manager constructs this subset can
be modeled as a process of sensemaking (see Figure 1). As described by Weick (1995),
sensemaking can be defined as a process where a manager desires to make sense of something
that is perceived to be unintelligible. With respect to CI, sensemaking suggests that managers
will reduce environmental ambiguity and make sense of the firms within the competitive
environment by discriminately attaching the competitor label to specific firms. In addition,
research suggests that a manager’s feelings of comprehension and understanding are increased
by making sense of each firm’s competitive position (i.e., most to least competitive) relative to
the manager’s organization (Chen, 1996; Peteraf & Bergen, 2003). In short, competitor
identification involves three sensemaking activities: (1) defining what it means for a firm to be a
competitor of the manager’s organization (or competitor label); (2) attaching the competitor label

to certain organizations (or forming the competitor set); and (3) detecting a competitor’s relative



position in the competitor set (or competitor rank).> For convenience purposes, these three
components — competitor label, competitor set, and competitor rank — will sometimes be referred

to herein collectively as the competitor LSR.

Figure 1: Proposed Model of Competitor Sensemaking
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The proposed model in Figure 1 illustrates the process of competitor identification using
a sensemaking framework. Before discussing the sensemaking model in detail, however, it is
important to surface key assumptions upon which it is built. First, this model assumes that

managers are motivated through their goals, preferences or aspirations to understand their

L Weick (1995) proposes that sensemaking does not suggest accuracy, but instead plausibility (see pg. 55 for

discussion). Thus, for the purpose of competitor sensemaking, resolution of these three issues will more than likely
reflect coherence, plausibility and logic.

10



competition and competitive environment (Weick, 1995; Kiesler & Sproull, 1982; Winter, 2000).
Second, this model describes sensemaking from a top manager’s perspective. This assumption is
consistent with views that consider top managers to be a coalition that dominates an
organization’s sensemaking and interpretation processes (Hambrick & Mason, 1984; Ocasio,
1997). Third, this model does not explicitly account for organizations that have constructed
sophisticated competitor analysis systems, nor does it account for the role of competitor
intelligence (Subramanian et al., 1998; Picken, 1995). Lastly, the model does not make specific
theoretical claims as to whether competitor identification involves automatic versus effortful

information processing (Kiesler & Sproull, 1982; Dutton, 1993).

2.2 EXPLANATION OF COMPETITOR SENSEMAKING MODEL

This discussion of sensemaking and the process of competitor identification will begin
with a manager who has made sense of the competitive environment through the construction of
a competitor set. Accordingly, a manager’s conceptualization of the existing competitor LSR (or
label, set and rank) is captured in Figure 1 as a mental model. A mental model is an organized
mental template that captures a manager’s beliefs, current knowledge and understanding of his or
her environment (Walsh, 1995; Fiol & Huff, 1992). Certain researchers define sensemaking as a
process of mental model construction (or reconstruction) in which managers organize stimuli and
information into a meaningful structure or framework (Starbuck & Milliken, 1988; Weick,
1995). With respect to Cl, the competitor LSR can be construed as a type of mental model that
depicts a manager’s beliefs regarding the identity, rank and meaning of each named competitor

(Porac et al., 1989).

11



As shown in Figure 1, a manager’s overall competitor mental model is also composed of
the following three competitor identification perspectives (or sub-models): (1) organizational
identity (which is a manager’s conceptualization of his or her firm’s central, enduring and
distinctive characteristics (Albert & Whetten, 1985)); (2) economic (which reflects a manager’s
current beliefs and knowledge regarding the degree to which firms within the external
environment possess similar resources and compete in similar markets as the manager’s
organization (Chen, 1996; Peteraf & Bergen, 2003)); and (3) categorization (which captures the
definition of labels that a manager uses to classify events, situations, issues, and other stimuli;
but also contains cognitive schemes that represent current patterns of categorization (Fiol &
Huff, 1992; Dutton & Jackson, 1987). A more in-depth explanation of these sub-models is
provided in Chapter 3.0. However, it is important to note that these three sub-models will

influence the determination of the competitor LSR sub-model.

2.2.1 Role of a Manager’s Mental Model in Competitor Sensemaking

At any particular point in time, the ability to generate a list of competitors indicates that a
manager has engaged in the sensemaking activities of defining the competitor label, attaching the
label to certain firms, and determining relative competitiveness (Weick, 1995). However, it also
implies that a manager, at some point, faced conditions that prompted him to engage in
sensemaking and produce the competitor LSR. Weick (1995) states that sensemaking is
activated when a manager is faced with interruptions or disruptions (e.g., failed expectations,
situations in which routines and automatic information processing does not work, phenomena
that defy logic, and events that challenge the validity of taken-for-granted assumptions). The
model in Figure 1 captures the activation of competitor identification by characterizing the
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external environment as a population of firms which generate cues or stimuli that trigger
sensemaking (Weick, Sutcliffe & Obstfeld, 2003; Bluedorn et al., 1994; Ocasio, 1997). In order
to simplify the discussion, the cues and stimuli generated by competitors and other firms are
defined as strategic issues. A strategic issue is a development, trend, situation or event that can
impact an organization’s profitability or ability to survive, now and in the future (Ansoff, 1980;
Dutton & Penner, 1993).

Top managers are constantly faced with a stream of issues (Weick, Sutcliffe & Obstfeld,
2005; Dutton et al., 1983), meaning that sensemaking is essentially an ongoing process (Weick,
1995). Moreover, with respect to competitor identification, managers are motivated to allocate
time and attention to issues generated by organizations (competitors and non-competitors) in the
external environment (Daft & Weick, 1984; Peteraf & Bergen, 2003; Chen, 1996). Despite this
incentive, however, the sheer volume of undifferentiated issues facing top managers (Weick,
Sutcliffe & Obstfeld, 2005) coupled with cognitive limits on the number of issues that a manager
can attend to at a particular time (Ocasio, 1997; Hambrick & Mason, 1984) mean that not all
issues make it to the strategic agenda (Dutton & Penner, 1983). In order to select which issues
receive attention, a manager uses his or her mental model as a reference point to determine an
issue’s relevance (Weick, Sutcliffe & Obstfeld, 2005; Dutton & Penner, 1983).

This role of the manager’s mental model suggests that in the emerging stages of
competitor identification, the three sub-models in Figure 1 act as a filter or screen, which means
that some issues will be undetected or, if noticed, dismissed or deemed unimportant (Kiesler &
Sproull, 1982; Hambrick & Mason, 1984; Dutton & Penner, 1993). In order to activate
sensemaking, the issues that make it through the screen must be deemed important enough to

receive a manager’s time and attention. Furthermore, the issue must also create uncertainty,
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ambiguity or a disruption relative to the competitor LSR. More specifically, the issue needs to
challenge the definition of the competitor label, the membership of the competitor set and/or how
the firms within the set are ranked from most to least competitive. In those instances where these

conditions are met, managers will proceed to the next step - issue diagnosis.

2.2.2  Overview of Issue Diagnosis in Competitor Sensemaking

When an issue is noticed and receives a manager’s time and attention, the process of
issue diagnosis is activated. Diagnosis is a managerial activity of issue interpretation and
translation (Dutton et al., 1983; Daft & Weick, 1984). Throughout this part of the process, a
manager acts as both an author and analyzer (Weick, 1995). As an author, he seeks to create
clarity by organizing and structuring the various pieces of information and perceptions
surrounding the issue (Weick, Sutcliffe & Obstfeld, 2005; Dutton et al., 1983). This aspect of
diagnosis is often construed as a subjective process of enactment where a manager actively
infuses the issue with meaning (Smircich & Stubbart, 1985). As a manager gains clarity
regarding an issue, he or she will focus attention on issue analysis. During this phase, the
manager determines the issue’s implications for the organization and generates a series of
possible responses for consideration (Dutton et al., 1983).

In order to provide a more robust description of issue diagnosis and competitor
identification, a version of the strategic issue diagnosis model developed by Dutton, Fahey &
Narayanan (1983) is adopted. The model in Figure 1 recognizes three important components of

diagnosis: (1) inputs (or initial conditions), (2) issue processing, and (3) outputs.
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2.2.2.1 Inputs to the Competitor Sensemaking Process

Initial conditions are comprised of mental models, political interests and issue
characteristics, which are key inputs into issue processing. First, existing mental models are
frameworks that managers use to initially interpret and analyze an issue. More specifically, once
an issue has been noticed, managers will use their mental models to label the issue for the
purpose of communication (Weick, Sutcliffe & Obstfeld, 2005). In this capacity, mental models
act as lenses through which managers begin to define the issue. They determine what aspects of
the issue are important, what aspects should be ignored, and how the issue is linked to certain
outcomes. Mental models are important during this initial stage because they direct a manager to
focus his or her attention and define an issue in a particular manner. Since the competitor LSR
are part of a manager’s existing mental model, they are considered inputs into issue processing.

Second, organizations often embody a certain political structure comprised of managers
with various degrees of power (Ocasio, 1997). This political structure will serve as an additional
input into issue processing. During the preliminary stages of issue diagnosis, political activities
among an organization’s managers are set in motion as they anticipate resource allocation
decisions and the creation of new policies. Given the potential impact of these events, a manager
will attempt to steer the issue diagnosis process in a manner that is most beneficial to him.

Lastly, an issue will have various characteristics that can significantly impact how an
issue is diagnosed. For example, issues can vary as to information availability, information
consistency, and familiarity. These attributes, in turn, influence the degree to which an issue
creates ambiguity and uncertainty. In short, the variety of issues that managers face will create a

variety of contexts that impact issue processing.
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2.2.2.2 Issue Processing in Competitor Sensemaking

These three initial conditions — mental models, political interests, and issue
characteristics — are considered inputs into what Dutton et al. (1983) describe as issue
processing. Again, issue processing is generally activated when an issue creates a disruption.
Such a disruption can take the form of an issue that challenges the logic of a manager’s existing
mental model. In the case of competitor identification, the issue has the effect of challenging the
manager’s perceived veracity of the competitor set. When processing is activated, a manager
will engage in individual and interpersonal interpretation activities (Weick, 1995). Within both
of these modes, however, issue interpretation is a retrospective activity marked by occurrences of
plausibility and presumption that lead to further action (Weick, Sutcliffe & Obstfeld, 2005).

Defining competitor identification as partly a retrospective process means that managers
will interpret an issue, and hence the identity of their organization’s competitors, in light of
events that have taken place in the past. In other words, competitor identification follows the
sensemaking recipe: How can | know who | am (or who they are) until | see what they do?
(Weick, 1995; Weick, Sutcliffe & Obstfeld, 2005). Moreover, issue processing is also
characterized by presumption since a manager’s interpretation is a conceptualization of the
situation based on plausibility instead of accuracy. The manager reaches a plausible
interpretation of the issue through the application of his or her mental model. This facet of issue
processing, on the one hand, connects abstract aspects of the issue interpretation (and manager’s
mental model) to concrete characteristics of the situation. In turn, this connection provides an
important platform for the manager and other organizational members to coordinate their efforts
and take action. On the other hand, plausibility means that issue processing leads to

interpretations and actions based on hunches or theories that managers presume to be true.
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Accordingly, initial interpretations may not last as the action taken tests the plausibility and
accuracy of the manager’s hunches. The failure to accurately interpret the issue will cause
managers to reactivate issue processing leading to a re-interpretation or re-definition of the issue.
When this happens, issue processing can take place at the individual and/or interpersonal levels.

At the individual level, a manager will experience a recurring process of issue
redefinition. A revised issue definition may result from the acquisition of new information, re-
interpretation of old information, or new perspectives on previous interpretations. These new
views and the redefined issue can, in turn, elicit new questions and reactivate the search for
information. As these questions are answered, a manager may gain new insights, which may
lead to a further redefinition of the issue and another cycle of information search.

In addition to the process of issue redefinition, a manager will engage in processes of
theory building or mental model construction. First, a manager’s existing mental model may be
incapable of providing an adequate basis for issue diagnosis. In addition, gathering the
information necessary to construct a complete and accurate understanding of the issue is not
often possible. Given the inadequacy of the mental model and/or incomplete information,
managers will engage in the process of induction. When induction is activated, a manager will
construct new theory in order to improve his or her mental model and to fill in the issue’s
information gaps. Second, a manager will also engage in deduction by drawing conclusions,
making predictions or rendering judgments about an issue based on his or her mental model.
Dutton et al. (1983) make an important observation in their paper that issue processing is not
solely determined by the existing mental model. Instead, issue processing is partly a function of
how a mental model evolves over time as a manager engages in a cycle of induction and

deduction.
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Issue processing is not solely an individual activity. As stated by Weick (1995: 6),
“Sense may be in the eye of the beholder, but beholders vote and majority rules.” To begin with,
issue processing will more than likely be influenced by social factors because individuals within
the organization may have access to different pieces of information and various interpretations of
the issue. Therefore, a complete understanding of an issue requires interaction among managers
in order to organize these various perspectives. Additionally, an issue may affect multiple,
interdependent units within the organization. In this scenario, issue resolution requires
interaction in order to solve coordination problems. Finally, the activation of political interests
will motivate a manager to interact with other managers as he or she attempts to influence how
the issue is defined and resolved.

Dutton et al. (1983) describe the interpersonal dimension of issue processing as a
collision among individual mental models. These collisions can take the form of advocacy as
individuals argue and defend their perspectives. In addition, collisions can raise questions in a
manager’s mind and activate the individual processes of issue redefinition and mental model
reconstruction. In sum, interactions among managers are likely to play an important role in
determining how a manager will process and eventually resolve an issue.

Dutton et al. (1983) claim that issue processing can cease due to time constraints or the
influence of a powerful manager who steers processing in a preferred manner and brings
deliberation to a close. Once terminated, issue processing produces certain outcomes. One
possible result is a new or altered managerial mental model, which can include an adjustment to
the competitor LSR. In order to demonstrate how issue processing can lead to an altered

competitor LSR, four scenarios are developed in Table 1 by contrasting the degree of issue
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familiarity with the source of the issue (i.e., whether the issue originated from an organization

inside or outside of the existing competitor set).

Table 1: Four Scenarios of Competitor Sensemaking

Within Outside
Competitor Set Competitor Set
Status Quo Incremental Addition
o Automatic sensemaking is activated:  If only automatic sensemaking is
> Automatic issue response activated:

High Issue > Activate existing routines » Automatic issue response
Familiarity > Activate existing routines

¢ No change to competitor LSR » No change to competitor LSR

o [f active sensemaking is triggered:
» Possible change to competitor

LSR
Ql| Q2
Q3| Q4
Incremental Adjustment Revolutionary Adjustment
o If only automatic sensemaking is o Active sensemaking is triggered
Low Issue activated: o Overhaul of competitor LSR
Familiarity > Automatic issue response

» Activate existing routines
» No change to competitor LSR

o [f active sensemaking is triggered:
» Possible change to competitor
LSR

In the first quadrant of Table 1 (Q1: Status Quo), the issue presented for processing is
familiar and is generated by an organization that is currently considered a competitor. The more
familiar an issue is to a manager, the more likely that he or she will engage in automatic issue
response (Kiesler & Sproull, 1982) and activate existing routines to deal with the issue (Ocasio,
1997; Nelson & Winter, 1982; Dutton, 1993). Moreover, a familiar issue generated by a firm

identified as a competitor should not challenge the validity of the existing competitor LSR.
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Instead, the issue should strengthen the manager’s belief that such firm is appropriately labeled
as a competitor, that the competitor set is properly structured or ranked, and that the competitor
label is adequately defined. Thus, in this scenario, automatic sensemaking is activated and no
disruption of the existing managerial mental model is expected to occur.

Quadrant two (Q2: Incremental Addition) illustrates a situation where the issue presented
for processing is familiar, but is generated by a firm that is not currently included in the
competitor set (a non-competitor). Initially, automatic sensemaking occurs - the likely result of
which is no change to the competitor LSR. However, if during the issue diagnosis stage of
automatic sensemaking, the new information concerning the non-competitor causes enough of a
disruption, more active sensemaking will occur.?

If active sensemaking is triggered, the scenario described for this quadrant may result in
one of three outcomes. First, the firm causing the disruption may be so inconsistent with the
definition of the competitor label that it remains outside the competitor set (Kiesler & Sproull,
1982). Thus, no changes will be made to the competitor LSR. Second, managers may find that
they originally overlooked this firm, as active sensemaking reveals that its characteristics are
consistent with the competitor label. In such an event, the competitor label will then be attached
to the firm in question, resulting in the firm being added to the competitor set and then ranked.
Third, active sensemaking may reveal a flaw in the definition of the competitor label. In this
event, a revised definition of the competitor label may be developed as characteristics of the firm
triggering the disruption provide novel insights as to the criteria used to identify competitors.

Ultimately, this firm may be added to the competitor set. In addition, the possibility of a newly

2 Commencement of active competitor sensemaking may also be influenced by the degree to which the issue is
interpreted as a competitive threat (Dutton & Jackson, 1987).
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defined label may result in changes to the structure and content of the existing competitor set, as
organizations in the external environment are re-evaluated according to the new label.

In the third scenario (Q3: Incremental Adjustment), the manager is faced with an
unfamiliar issue generated by a firm currently within the competitor set. In this instance,
automatic sensemaking is activated, which is likely to result in no change to the competitor LSR.
However, if the issue cannot be adequately comprehended through the manager’s existing mental
model, more active sensemaking will be triggered. For example, such an issue may take the
form of a technological disruption that represents an advancement which builds on the
organization’s existing knowledge base (Tushman & Anderson, 1986)3. Accordingly, issues of
this sort are often generated by firms within the industry, as they are best positioned, through
their resources and knowledge, to create incremental technological advances (Tushman &
Anderson, 1986).

If active sensemaking is triggered, this third scenario may result in one of three outcomes.
First, sensemaking may reveal that the issue detected is relatively consistent with this
competitor’s past behavior. In this situation, the competitor label and set will remain unaffected
as the manager’s beliefs are reconfirmed. Second, the altered mental model may leave the
competitor label unaffected, but change how a manager views the rank or position of the

organizations within the competitor set. For example, if the issue is interpreted as an extreme

% While the framework developed by Tushman & Anderson (1986) is used to demonstrate competitor sensemaking,

changes in a manager’s mental model, and hence changes to the competitor LSR, may result from factors other than
technological discontinuities. A change in the organization’s CEO and/or top management team may lead to a
dramatic reconfiguration of the organization’s economic and/or identity sub-models. An internal issue may lead to
an incremental adjustment to the existing mental model (Miner & Anderson, 1999). The government may pass
legislation that affects an industry’s competitive structure and hence lead to a change in a manager’s economic sub-
model (Porter, 1980). These are just a few issues that can lead to changes in a manager’s mental model, which in
turn can affect the competitor LSR.
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competitive threat, the competitor that generated it may be repositioned and considered the
firm’s closest competitor. Third, issue sensemaking may change a manager’s mental model to an
extent that it redefines the competitor label. In turn, the new label could affect the content (add
or remove organizations) and rank/structure (relative competitive position) of the competitor set,
depending on the degree to which the definition changes. Returning to the example above, a
technological advancement can change the competitor label, and hence the competitor set, if it
alters a manager’s perception of the industry’s competitive structure and the basis for
competition (Porter, 1980).*

The last scenario (Q4: Revolutionary Adjustment) involves a situation where a manager
attends to an unfamiliar issue generated by a firm outside the competitor set. Such an issue may
take the form of a technological disruption that is highly inconsistent with the organization’s
existing knowledge base (Tushman & Anderson, 1986). Issues of this sort are often generated
by firms outside of the industry, and hence outside the competitor set. In other words, firms
outside of the industry are likely candidates to create such a disruption because firms within the
industry often do not possess the capability or motivation to create such a revolutionary
advancement (Tushman & Anderson, 1986). Consequently, the issue renders existing routines
and mental models obsolete, possibly throwing the organization into a crisis (Winter, 2000).
Active sensemaking occurs. Under these circumstances, issue processing should produce a
drastically new mental model and a dramatic shift in the understanding of competition. In turn,

this situation should create the conditions for a complete overhaul of the competitor LSR.

* |t should be noted, however, that changes to the competitor set may be rare as technological advances that build

on an organization’s existing knowledge base are considered to be incremental changes that preserve the status quo
(Tushman & Anderson, 1986). On the other hand, the new mental model that results from diagnosis does provide
for the possibility that the competitor set will change.
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2.2.2.3 Outputs of the Competitor Sensemaking Process

Recall that the preceding four scenarios are designed to provide examples of how issue
processing can orchestrate changes in the competitor LSR. However, as demonstrated by the
model in Figure 1, issue processing will eventually come to a close. The transition from issue
processing to outputs is facilitated by the processes of selection and retention (Weick, Sutcliffe
& Obstfeld, 2005). Selection involves reducing the various possible interpretations into a
plausible story that is generally accepted by organizational members. Furthermore, this new
interpretation can become solidified in a manager’s mental model when it is connected to past
experience and conceptions of identity.

As the interpretation is retained and new mental models are formed, Dutton et al. (1983)
suggest that new language will be produced as managers communicate their diagnoses to each
other and the rest of their organization. As suggested in the proposed model, these outputs® will
then serve as inputs in subsequent rounds of issue processing. In addition, the revised mental
model (including any adjustments to the competitor LSR), new language and retention of a
plausible organizational interpretation that result from issue processing are important for
mobilizing employees and facilitating action (Dutton et al., 1983; Weick, Sutcliffe & Obstfeld,
2005). Such action could take the form of a more general change to the firm’s existing strategy
or a more direct action such as a competitive counter-attack (Chen, 1996).

In addition, the proposed model illustrated in Figure 1 suggests that action is linked to

certain parts of the model through three feedback loops. First, organizational actions become the

® While not a part of the original Dutton et al. (1983) model, an organization’s political structure may or may not
change as a result of issue processing. However, this aspect is not discussed further given the paper’s scope and
focus on mental models. This issue could be a subject for future research endeavors.

23



objective behavior to be interpreted and acted upon by competitors or other firms in the
environment (Porac et al., 1989). In turn, this causes the cycle to repeat as the actions of
competitors and other firms create new issues for a manager to diagnose and interpret.® Second,
the experience or outcome from a particular action may create issues that activate sensemaking
processes (Daft & Weick, 1984; Winter, 2000). As discussed earlier, the activation of
sensemaking can lead to changes in the competitor LSR. Lastly, attaching the competitor label
to certain firms provides an additional dimension along which an issue’s characteristics can vary
(Dutton et al., 1983). For example, managers may characterize issues generated by competitors
as more threatening than those generated by non-competitors. In addition, the internal structure
or ranking of the competitor set may bias managers to consider issues from their closest

competitors to be most important.

2.3  CONCLUSION

The proposed competitor sensemaking model is developed to provide a context for the
focus of this dissertation — the role that organizational identity, categorization and the economic
sub-models play in competitor identification - and to address perceived limitations of existing

models. Accordingly, the CI sensemaking model proposed improves upon traditional models in

The model and four scenarios discussed in this chapter suggest that competitor sensemaking is an indirect
consequence of an issue that receives managerial time and attention for the purpose of diagnosis. However,
competitor sensemaking could be directly activated by a manager who triggers a formal competitor analysis (Porter,
1980; Peteraf & Bergen, 2003). For example, a manager may detect and advocate that the organization does not
possess an adequate understanding of its competitive environment and needs to conduct a thorough competitor
analysis (Bergen & Peteraf, 2002). Such a scenario can be characterized as a strategic issue that will be diagnosed
and acted upon by a manager according to the proposed model in Figure 1.
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several important respects. First, the proposed model addresses how the competitor set can
change over time. Second, the model suggests that the competitor LSR, as part of a manager’s
mental map, are inputs into the issue processing step of diagnosis. In contrast, traditional models
fail to account for how CI and analysis are affected by previous rounds of such activities. Lastly,
the proposed model eliminates the distinction between competitor identification and analysis by
redefining CI as a composite of three managerial sensemaking activities: (1) definition of the
competitor label, (2) attachment of the competitor label to certain organizations, and (3)
detection of each competitor’s relative position within the set.” The model suggests that these
activities take place within a larger process of sensemaking as illustrated in Figure 1.

In short, reframing competitor identification and analysis (Peteraf & Bergen, 2003) as a
process of sensemaking (Weick, 1995; Weick, Sutcliffe & Obstfeld, 2005) implies that these two
activities are mutually dependent and are part of loosely coupled process in which each is partly
determined by the other (Porac et al., 1989). In terms of the proposed model, the competitor
label is partly determined by the issues that are generated by the firms in the external
environment, the issues that receive a manager’s attention, and the manner in which such issues
are diagnosed. In turn, assignment of the competitor label to a firm is influenced by the
interpretation that is selected and retained, the resulting definition of the competitor label, and
the degree to which a firm in the external environment meets the label’s definition. Overall, the

proposed competitor sensemaking model suggests that a symbiotic relationship exists between

" 1tis logical to assume that these three issues compete with other issues for managerial time and attention (Ocasio,

1997), implying that a manager will only engage in competitor sensemaking when necessary (Winter, 2000). This
underlying aspect of the model may explain why researchers have observed a lack of adequate competitor analysis
in organizations (Porter, 1980; Rothschild, 1979).
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competitor identification and analysis which is more complex than what is described by
traditional models (e.g., Bergen & Peteraf, 2002).

In sum, the proposed competitor identification model illustrates that a manager’s mental
model not only plays a crucial role in issue detection and diagnosis but also has a powerful effect
on the composition of the competitor LSR. However, in order to further understand the role that
a manager’s mental model plays in competitor identification, it is necessary to examine the three
component sub-models - organizational identity, economic, and categorization - and the
possibility that one of these models may dominate the process. Accordingly, the next chapter of

this dissertation explores this topic.
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3.0 LITERATURE REIVEW: THE ROLE OF THE SUB-MODELS IN CI

3.1 INTRODUCTION

The proposed sensemaking competitor identification model suggests that a manager’s
mental model plays a significant role during issue detection and diagnosis. As previously
mentioned, a manager’s competitor mental model is a composite of the three perspectives or sub-
models: categorization, economic and organizational identity (Fiol & Huff, 1992). Of these sub-
models, current viewpoints suggest that the categorization and economic perspectives explain
how managers identify their organization’s competitors (Porac & Thomas, 1990; Thomas &
Pollock, 1999; Chen, 1996). However, as will be discussed, the role that each of the sub-models
plays during Cl is actually unclear.

Accordingly, the main purpose of this dissertation is to propose that competitor
identification is, either in whole or in part, a function of managers’ conceptualizations of their
organization’s identity. This proposition is discussed within the context of Weick’s (1995)
observation that identity construction and maintenance are key preoccupations of sensemaking.
With respect to the sensemaking Cl model in Figure 1, organizational identity is presented as a
powerful cognitive lens through which managers identify and construe their organization’s

competitors (Fiol & Huff, 1992; Dutton & Penner, 1983).
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Accordingly, the remainder of this chapter is organized into three parts. The first two
sections review literature pertaining to the categorization and economic perspectives,
respectively. In the third part, an argument is developed to suggest why organizational identity
plays a significant (and possibly dominant) role in competitor identification. In short, while the
categorization and economic perspectives are limited in their ability to solely offer adequate
explanations of Cl, they cannot be summarily dismissed. Instead, it is proposed that when these
two perspectives are combined with the organizational identity perspective, a more robust

explanation of competitor identification may be offered.

3.2 CATEGORIZATION PERSPECTIVE

With respect to existing competitor identification research, it is generally recognized that
a manager’s mental model is partly comprised of two categorization schemes. First, managers
construct industry taxonomies by assigning firms within their industry to various categories
based upon perceived similarities (Porac & Thomas, 1990). Second, managers categorize and
sort organizations into competitors (potential, indirect, close) and non-competitors (Clark &
Montgomery, 1999). For the sake of simplicity, literature pertaining to these two categorization

schemes are discussed separately.

3.2.1 Industry Taxonomies

Research on managerial taxonomies makes more of an indirect than direct contribution to

the process of managerial competitor identification (Porac & Thomas, 1990). The papers
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comprising this body of literature generally challenge the assumption that scholars and managers
group organizations and delineate competitive space in the same manner (e.g., Porac et al.,
1989). Accordingly, categorization researchers developed theoretical models that describe the
process used by managers within an industry to socially construct a consensual mental model
which groups firms within the industry into various categories (Porac & Rosa, 1996; Porac et al.,
1989). Figure 2 provides an example of a socially constructed taxonomy of the Scottish knitwear
industry reproduced from a study by Porac, Thomas & Baden-Fuller (1989). Moreover, these
social constructionist processes and the resulting categorization scheme may produce a shared
sense of understanding among the firms comprising the industry (or comprising a category
within the industry), thus delineating the bounds of competition (Porac & Rosa, 1996; Porac et
al., 1989). Given that most of this research is conducted at an inter-organizational level of
analysis and is focused on developing theories to explain how managers determine the
boundaries of their organization’s competitive space, such research does not necessarily describe
the process of managerial competitor identification. Therefore, the body of literature concerning

industry taxonomies makes a somewhat tangential or indirect contribution to this specific

endeavor.
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Although, the categorization perspective does not adequately explain the process of Cl, it
does offer some valuable insights with respect to CI, generally. Categorization researchers have
observed that managers deal with a complex and ambiguous environment when striving to make
sense of their firms’ competitors (Porac & Rosa, 1996; Porac & Thomas, 1990; Porac et al.,
1989). Categorization researchers suggest that managers deal with their environment by
detecting similarities and differences among firms within their industry and grouping them
accordingly (Porac & Thomas, 1994; Porac et al., 1995).

From a theoretical perspective, competitor categorization provides the manager with
several benefits. First, once developed, an industry taxonomy helps a manager achieve
simplification (Porac & Thomas, 1990; Porac & Rosa, 1996; de Chernatony et al., 1993; Porac et
al., 1989). Simplification is necessary due to limits on a manager’s cognitive ability to
adequately comprehend and attend to all firms and competitors in the external environment
(Porac & Thomas, 1990). According to categorization and classification theory (Rosch &
Mervis, 1975), simplification is achieved by sorting firms into distinct and meaningful groups in
which group members are perceived to possess common attributes along certain key dimensions.
Second, not only does an industry taxonomy simplify a complex environment, but it also
communicates, through the assigned group labels, significant and sometimes detailed
information about the firms within a particular group (Walton, 1986). In this capacity, a
categorization scheme acts as an organizational sensemaking device which imbues firms with
meaning. Lastly, a categorization scheme helps managers make sense of the greater competitive
landscape (Porac & Rosa, 1996; Porac & Thomas, 1990; Porac et al., 1995). In turn, this mental

model provides managers with the ability to locate their organization within their industry, to
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comprehend the various strategic alternatives available and to construct a strategy that is
designed to attain a competitive advantage (Porac & Rosa, 1996; Porac & Thomas, 1990).

In addition to the above insights, this perspective suggests that a manager’s competitor
categorization scheme can influence the process of managerial competitor identification (Porac
& Rosa, 1996; Porac et al., 1995; Reger & Huff, 1993; Porac & Thomas, 1990). According to
Porac & Thomas (1990), managers employ their taxonomy to define the organization’s business
(Abell, 1980) and determine its competitive boundaries. Specifically, the authors claim that
managers define their business by assigning their respective organizations to a category within
the taxonomy. Identification of the appropriate taxonomic category is accomplished by
matching the organization’s characteristics to the defining characteristics of the individual
categories (Porac & Thomas, 1994). Once assigned, the category not only defines the
organization’s business, but also identifies a set of highly similar firms. In turn, the firms
assigned to the same category as the manager’s organization (the self-assigned category) will
more than likely be viewed as competitors and the category boundary will mark the competitive
boundary.

In further support of this theory, empirical evidence strongly suggests that managers
focus on a restricted set of competitors (Clark & Montgomery, 1999; Picken, 1995; Porac et al.,
1995; Porac & Thomas, 1994; de Chernatony et al., 1993; Porac et al., 1989; Gripsrud &
Gronhaug, 1985). Although exactly how this restricted set of competitors is identified is not
made clear. With respect to the relationship among the self-assigned category and the
identification of competitors, researchers have found evidence to suggest that the firms identified
as competitors by managers are those that are consistently located in the subset of firms in the

self-assigned category (Porac et al., 1995; Porac & Thomas, 1994; Porac et al., 1989).
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However, not all such studies have yielded such supportive findings. In fact, a grounded
theoretic study by Picken (1995) suggests evidence to the contrary. While previous studies
focused on relatively stable industries (Porac et al., 1995; Porac & Thomas, 1994; Porac et al.,
1989), Picken studied firms operating in a dynamic and complex industry setting. Using
methods similar to past studies (Porac & Thomas, 1994; Porac et al., 1989), industry taxonomies
were elicited from twenty-four manager participants drawn across eight organizations. In
addition, these managers were also asked to identify their competitors and locate them within
their elicited taxonomies. Consequently, fourteen of the managers interviewed indicated that
they competed with firms in three or more categories of the taxonomy; five managers indicated
that they competed in two categories; and the remaining five managers reported that they
competed in only their self-assigned category. As discussed by Picken (1995), these results
suggest that the relationship between a manager’s taxonomy and the identification of competitors
may be contingent on the dynamics of the industry setting. However, Picken’s results may also
provide evidence to suggest that such relationship, while theoretically appealing, is spurious. In
conclusion, Picken’s findings cast a shadow of doubt on the proposed theoretical relationship

between a manager’s taxonomic mental model and the identification of competitors.

3.2.2 Competitor and Non-competitor Categorization

The existing body of work on competitor/non-competitor categorization mental models is
comprised of two papers that mainly focuses on the criteria managers use to classify a firm as a
competitor. To begin with, Clark & Montgomery (1999) developed a model of competitor
classification (see Figure 3) based on categorization theory (Rosch & Mervis, 1975). The
process begins when a manager recognizes a firm to be classified (the ‘target’ firm). In the next
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step, the manager retrieves the competitor category representation from memory. Such a
representation or prototype contains a set of features that capture the meaning of the competitor
category (Cantor, Mischel & Schwartz, 1982). More importantly, the competitor prototype
functions as a reference point since it contains the criteria that managers use to determine if a
firm should be identified as a competitor. Once retrieved, the manager evaluates the degree to
which the target firm matches the competitor prototype. Based on the comparison, the manager
classifies the firm as either a competitor or non-competitor. Upon completion of the process, the
classification is stored in the manager’s memory, which can be recalled without going through

the entire process again.

Figure 3: Reproduction of Competitor Classification Model
Clark & Montgomery (1999)

Form representation of target
firm*

v

Retrieve ‘competitor’ category
representation from memory

v

Evaluate similarity of target firm
to category representation

v

Classify target firm

v

Store target firm classification in
memory

* The target firm is the firm that a manager is evaluating to decide whether
or not it is a competitor.

Clark & Montgomery developed this model in order to provide a theoretical context to
explore the characteristics that managers use to classify competitors. The authors developed

propositions suggesting that: (1) the competitor prototype will contain more supply-side rather
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than demand-side characteristics, and (2) competitor identification is significantly affected by the
size, success and threatening behavior of the target organization. The authors hypothesized that
supply-side attributes would dominate since public information on organizational attributes is
more accessible than information on markets served. Size was considered an important criterion
as larger organizations are perceived to possess greater resources and are more likely to be
noticed. Success was proposed to be a significant predictor of competitor identification since
successful firms are likely to be viewed as highly capable and potent competitors. Lastly, a
hypothesis was developed to suggest that a firm will be classified as a competitor to the extent
that it exhibits threatening behavior.

The results of the study supported the proposition that supply-side attributes dominate
demand-side attributes. However, as for the other three propositions - size, success and
threatening behavior — the authors found conflicting results. First, results showed that while
these three attributes were frequently mentioned as ones used to identify competitors, they were
not among the top five attributes mentioned by participants (see Table 2 for a reproduction of the
top ten attributes mentioned by participants to identify competitors). Second, while the study
found that success is used as a criterion to identify competition, the study produced mixed results

for size and threatening behavior.

34



Table 2: Top Ten Attributes Mentioned in Identifying Competitors

% of
Attribute Respondents
Products offered 60%
Intended product positioning 51%
Geographic scope of markets 46%
Resources used 39%
Customer perception of firm 39%
Price 33%
Competitor size (relative & absolute) 28%
Distribution 25%
Financial strength 25%
Competitor behavior 23%

(Table reproduced from Clark & Montgomery (1999))

In the second paper, Picken (1995) conducted a grounded theoretic study to determine the
attributes managers use to distinguish between competitors and non-competitors and to examine
how managers characterize their competitors. In other words, Picken sought to discover a
generalized set of attributes that managers use to classify organizations as competitors and non-
competitors. However, when he compared the criteria used by the study’s twenty-four
participants to classify competitors (i.e., compared the competitor prototype across the twenty-
four participants), he did not discover a statistically consistent set of attributes. Stated
differently, the prototypes used to classify organizations as competitors and non-competitors
varied unsystematically across participants. While Picken offered a number of plausible
explanations for this phenomenon - complexity of the environment, small number of cases
examined and certain mistakes made during coding and interview analysis (i.e., under-
representation of the product-market dimension) - he did not offer a theoretical explanation for
these results.

With respect to examining how managers characterize their competitors, Picken found

evidence to suggest that competitor identification may not be a function of a manager’s
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categorization scheme. At the category-group level of the taxonomies, managers predominantly
used a narrow set of product-market descriptors when asked to identify the common-thread that
linked their organization with its competitors and differentiated their organization from the non-
competitor group. At the organizational level, however, managers used attributes beyond the
product-market dimension to distinguish competitors from non-competitors. Picken concludes
that the differences in these results indicate that the process of competitor identification is more
complex than what is suggested by Porac & Thomas (1990).

Instead, Picken suggests that competitor identification is a special kind of problem that
involves the cognitive process of noticing and interpretation (Kiesler & Sproull, 1982). On the
one hand, noticing is a function of the degree to which a manager believes that an organization is
a capable competitor and a potential threat to the organization. This proposition is supported by
Porac & Thomas (1994) who found that managers distinguish between strong and weak
competitors within the manager’s self-assigned category. On the other hand, a firm will only be
recognized as a competitor if its competitive capabilities are relevant to the manager’s
organization. Given this observation, Picken’s results suggest that competitor identification is
not solely determined by a manager’s categorization sub-model. Instead, it may be a function of:
(1) the manager’s perception of the economic factors that govern competition, and (2) specific
aspects of the manager’s organization which provide a reference point to determine if a firm is a

competitor.

3.2.3 Conclusion

While managers construct categorization mental models, their use during competitor

identification is tenuous for various reasons. First, evidence that managers identify organizations
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outside of their self-assigned category as competitors suggests that the theoretical relationship
between the taxonomic and competitor/non-competitor mental models may be spurious or
misconstrued. Second, the proposition that managers define their organization, and hence their
competitor set, by matching characteristics of the organization to a preconceived industry
taxonomy appears to be weakly grounded. Third, while empirical evidence suggests that the
competitor set possesses a hierarchical structure (Porac & Thomas, 1994), the existing theory is
relatively silent on this issue. Thus, while categorization sub-models exist, the current literature
does not offer adequate theoretical and empirical evidence to firmly establish if, and how, such
sub-models are used in the process of CI.

Finally, Picken’s notion that competitor identification is a cognitive process of noticing
and interpretation suggests that a manager needs a point of self-reference in order to adequately
evaluate the degree to which a firm is a relevant competitor. However, the categorization
literature does not account for the construction of an organizational self-reference point. This is
not to suggest that the categorization sub-model does not influence competitor identification. In
fact, as discussed earlier, the competitor LSR are inputs into the issue processing step of
diagnosis. The important point, however, is that the categorization sub-model may play a
different role in competitor identification than the one suggested by Porac & Thomas (1990).

Researchers offer two alternative sub-models which may play a significant role in the ClI
process. As previously mentioned, competitor identification may be a function of the economic
perspective (Chen, 1996). Alternatively, organizational identity may significantly influence
competitor identification since it is considered by researchers to be a critical self-reference
mental model that facilitates the use of the categorization and economic sub-models (Fiol &

Huff, 1992). The next sections discuss these concepts further.
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3.3 THE ECONOMIC PERSPECTIVE

The economic perspective offers a conflicting premise to that offered by categorization
theory. While this theoretical perspective has never been applied to understand the process by
which managers identify their organization’s competitors, it does offer some insight into this
process. Specifically, this viewpoint suggests that two firms are competitors to the extent that
they compete with each other for a common set of customers (Brooks, 1995). Moreover, the
degree to which two firms compete with each other depends on the cross-elasticity of demand
between their products. Higher cross-elasticity of demand means that consumers consider
products from these competitors to be adequate substitutes for each other (Weitz, 1985; Brooks,
1996). Therefore, according to this perspective, two firms are competitors to the extent that they
compete in similar markets and the degree to which consumers in this marketplace view the
products offered by these organizations as adequate substitutes for each other.

For the purposes of this dissertation, this economic definition of competition suggests
that competitor identification is a managerial process of determining how similar a firm is to the
manager’s organization. In order to determine similarity, scholars recognize that managerial
mental models capture the definition of the business in which a firm participates (Abel, 1980;
Day, 1981; Prahalad & Bettis, 1986). More specifically, managers develop this definition as
they come to understand that their business essentially involves the application of a particular
technology to produce a product with a particular function which is designed to satisfy the needs
of a certain customer segment (Abel, 1980; Day, 1981). From a theoretical perspective, this
business definition serves as the self-reference point (i.e., the prototype) that managers use to

determine if a firm is a competitor.
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Suggesting that a manager’s business definition involves a conceptualization of the
technology employed implicates the resource-based view (RBV) in competitor identification
(Barney, 1991). Scholars who have embraced RBV in order to develop theoretical frameworks
of competitor identification (Chen, 1996) and to construct normative models of competitive
analysis (Peteraf & Bergen, 2003; Bergen & Peteraf, 2002) suggest that CI is a function of the
degree to which a firm not only competes in similar markets, but also employs similar
technologies. Accordingly, firms within an organization’s competitive environment which are
highly similar to the manager’s organization in terms of both customer segments served and
resources or technologies employed (Chen, 1996) are more likely to be identified as competitors
by such manager. Moreover, the framework suggests that high similarity among these two
dimensions should lead managers to consider these firms as close or direct competitors (Peteraf
& Bergen, 2003; Bergen & Peteraf, 2002). As firms within the environment exhibit less
similarity along one or both dimensions, the likelihood that they will be identified as competitors
should decrease and the likelihood that they will be considered more distant or indirect
competitors should increase. In sum, this aspect of the economic perspective suggests that ClI
involves managers understanding firms within the competitive environment through the use of
mental models which capture their organization’s business definition. From a process
perspective, managers use this mental model as a point of reference to detect the degree to which
a firm is similar to their organization in terms of resources possessed and markets served. This
matching process will result in some firms being labeled competitors and some not, thus forming
the competitor set (Bergen & Peteraf, 2002). Moreover, those firms that are labeled competitors
will be arranged hierarchically from closest (direct) to more distant (potential and indirect)

competitors according to the manager’s perceptions of similarity.
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In addition to the criterion of similarity, the economic perspective also suggests that a
manager will evaluate firms in their competitive environment in terms of the degree to which
they are capable competitors (Thomas & Pollock, 1999). The RBV not only suggests that a firm
needs to be unique in order to obtain a competitive advantage, but also that firms employ their
resources and capabilities in a manner that creates value (Barney, 1991). From a managerial
perspective, the value creation dimension of the RBV suggests that managers may be sensitive to
the capability of their competitors. This aspect of the RBV suggests that a firm will be noticed
and labeled a competitor to the extent that it generates issues that lead managers to conclude that
this firm is a capable competitor. Moreover, a highly capable firm is likely to be labeled a
competitor due to managers concluding that this firm is a competitive threat (Kiesler & Sproull,
1982; Weick, 1995; Chattopadhyay et al., 2001; Dutton & Jackson, 1987).

In support of this proposition, Picken (1995) found evidence that a firm may be highly
similar to a manager’s organization in terms of markets served and resources possessed, but not
be considered a competitor (or close competitor) due to perceptions of such firm’s capability.
This evidence suggests that similarity and capability may be necessary conditions of managerial
competitor identification. On the one hand, a manager may perceive a firm to be highly capable,
but not a competitor due to a lack of sufficient market or resource similarity. On the other hand,
a manager may agree that a firm is highly similar to his or her organization, but is not considered
a competitor due to perceptions that this firm is not capable and therefore not a competitive
threat. Accordingly, the economic perspective appears to suggest that the more similar a firm is
to the manager’s organization and the more that this firm is perceived to be a capable competitor
(i.e., a competitive threat), the more likely that the firm will be seen as a close or direct

competitor.
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In support of the economic perspective, researchers have found that managers will use
basic economic characteristics to detect similarities among firms. As stated earlier, Clark and
Montgomery (1999) found that managers will use supply-side attributes to identify competitors,
in addition to the attributes of success and size. Picken (1995) concluded that a majority of the
criteria used to characterize competitors were either product or market descriptors. Porac et al.
(1995) determined that managers within the Scottish knitwear industry used eleven operational
attributes in addition to size and location to describe firms within their industry. Additionally, it
was discovered that only some of these attributes — size, knitting methods, assembly methods,
location, and product styles — were central to defining category prototypes of the consensual
industry taxonomy.

Despite this evidence, however, Picken’s (1995) grounded theoretic study suggests that a
generalizable definition of the competitor label does not exist among managers or across
organizations. In other words, defining the competitor label is a subjective managerial
phenomenon that is not adequately explained by the economic perspective. In addition, while
the economic perspective is theoretically compelling, an underlying and unstated premise of this
perspective is the need for managers to have an understanding or conceptualization of their
organization in order to possess a reference point from which to evaluate a firm’s similarity and
capability. Again, this perspective does not adequately address how a manager arrives at such an
understanding. Instead, this researcher believes that this missing link can be adequately
addressed by the concept of organizational identity. Consequently, the following section focuses

on the relationship between organizational identity and competitor identification.
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3.4 THE ORGANIZATIONAL IDENTITY PERSPECTIVE

The following discussion concerning organizational identity (Ol) is organized into two
parts. The first part provides an overview of organizational identity and develops a working
definition of this concept. The second part examines the proposition that identity plays a

significant role during competitor identification.

3.4.1 Definition of Organizational Identity

At its most basic level, organizational identity is the answer that a manager gives to the
question: Who are we as an organization? (Albert & Whetten, 1985). Characterizing identity in
this manner reveals three aspects that are important in developing a working definition of this
construct: (1) Ol can be defined in practice by discerning the nature of the organizational
characteristics that comprise the answer to the posited identity question (Albert & Whetten,
1985); (2) Ol is a mental model that exists at both a collective and individual level of analysis
(Reger et al., 1998; Dutton & Penner, 1993); and (3) Ol can be described as a process by which a
manager is attempting to make sense of his or her organization (Weick, Sutcliffe & Obstfeld,
2005; Weick, 1995; Ashforth & Mael, 1996).

First, the answer to the identity question will unearth the organization’s central, enduring
and distinctive attributes (Albert & Whetten, 1985). Central features are those defining
characteristics that are deemed most important to, and highly valued by, the organization’s
members. Moreover, these central attributes distinguish the organization from other firms and

tend to endure or persist over time. Consequently, central, enduring and distinctive are three
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necessary and sufficient conditions that an organizational characteristic must meet in order for it
to be considered descriptive of the organization’s identity (Albert & Whetten, 1985).

Second, the question indicates two possible levels of analysis. On the one hand,
organizational identity can be construed as a collective or organizational level cognitive
construct that refers to characteristics of the organization as a whole (Albert & Whetten, 1985;
Dutton & Penner, 1993). Accordingly, at the collective level, an answer to the identity question
should capture essential organizational characteristics (i.e., those that are that are believed to be
central, enduring and distinctive) that are thought to be shared by and transcend all
organizational members (Dutton & Penner, 1993). Collective notions of organizational identity
are supported by research which recognizes the existence of group or team mental models (e.g.,
Klimonski & Mohammed, 1994; Mohammed & Dumville, 2001).

On the other hand, identity can be characterized as an individual mental model in which
each member of an organization possesses a separate and unique conception of the
organization’s identity (Dutton & Penner, 1983). Individual and collective manifestations of
organizational identity often create some ambiguity. Specifically, the collective level suggests
that organizational identity is a phenomenon defined by mental convergence (Klimonski &
Mohammed, 1994), while the individual level suggests divergence. Researchers often reconcile
this problem by recognizing that: (1) cognitive manifestations of identity simultaneously exist at
both levels, and (2) the collective mental model is represented by the overlap of the individual
mental models. (Reger et al., 1994).

Third, the identity question requires a manager to make sense of an organization
(Ashforth & Mael, 1996; Weick, 1995). In this capacity, organizational identity captures a

manager’s beliefs regarding the meaning of the organization and the reason for its existence as
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an entity among similar firms (Weick, 1995). This feature of identity has lead researchers to
consider identity a relational and comparative concept in which managers see their organization
as being similar to certain firms, but distinct from them along certain dimensions (Gioia, 1998;
Albert & Whetten, 1985).

In combination, the dimensions above suggest the following definition of organizational
identity: The concept that an organization’s members have, individually and collectively,
regarding the organization as an object, which reflects its central, distinctive and enduring

characteristics.

3.4.2 The Role of Organizational Identity in CI

The existence of a managerial Ol sub-model is congruent with the observation that top
managers actively construct, promote and communicate what is central, enduring and distinctive
about an organization to employees and outsiders (Ashforth & Mael, 1996; Hatch & Schultz,
1997; Dutton & Penner, 1983). More importantly, however, an organization’s identity exists
because it is considered a necessary and core organizational knowledge structure (Lyles &
Schwenk, 1992; Fiol & Huff, 1992) that instills meaning into organizational activities, actions,
structures, products, practices, routines and resources (Ashforth & Mael, 1996; Gioia, 1998; Fiol
& Huff, 1992). In this regard, identity is a fundamental and foundational mental model (Fiol &
Huff, 1992; Lyles & Schwenk, 1992) which provides the stability, coherence and continuity
critical to the functioning of the organization (Ashforth & Mael, 1996). In short, organizational
identities are essential sub-models that researchers believe “exist because they must” (Ashforth

& Mael, 1996: 21).
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As a fundamental sub-model, researchers view organizational identity as an important
input into the economic and categorization sub-models (Fiol & Huff, 1992; Lyles & Schwenk,
1992). With respect to the economic perspective, an organization’s strategic agenda - which is
developed from an organization’s business definition (Abel, 1980) and from perceptions of the
competitive landscape (Porter, 1980) - is viewed by researchers as a vehicle to enact and express
the organization’s identity (Ashforth & Mael, 1996). Additionally, the organization’s identity
provides the enacted strategy with meaning and coherence (Ashforth & Mael, 1996; Fiol & Huff,
1992). With respect to the categorization perspective, a manager cannot determine the location
of his or her organization within the environment until he or she knows who the organization is
(Fiol & Huff, 1992). In short, identity is a sub-model that not only grounds the categorization
and economic sub-models, but also provides a critical self-reference point from which these
models are produced (Fiol & Huff, 1992).

Weick considers organizational identity to be a foundational mental model when he
proposes that sensemaking is grounded in identity construction:

Identities are constituted out of the process of interaction. To shift among
interactions is to shift among definitions of the self. Thus, the sensemaker
is himself or herself an ongoing puzzle undergoing continual redefinition,
coincident with presenting some self to others and trying to decide which
self is appropriate. Depending on who | am, my definition of what is “out
there” will also change. Whenever | define self, | define “it,” but to define
it is also to define self. Once | know who | am then | know what is out
there. But the direction of causality flows just as often from the situation
to a definition of self as it does the other way. And this is why the
establishment and maintenance of identity is a core preoccupation in
sensemaking . . .. (1995: 20)
Weick (1995) states that a manager learns about his or her organization’s identity through

experiences gained from actions and interactions with the external environment. On one hand,

these interactions provide the basis for expressing and affirming the organization’s identity. On
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the other, when a manager experiences an unintended or unexpected result, sensemaking is
triggered as reality conflicts with the manager’s sense of the organization’s identity.
Consequently, an organization’s ongoing interactions with its competitive environment provide
experiences for the affirmation and construction of the organization’s identity. This notion is
consistent to what was stated previously — managers construct their organization’s identity by
recognizing that their organization is similar to a certain set of competitors and by understanding
the manner in which their firm is distinct from these similar competitors along relevant
dimensions (Gioia, 1998; Elsbach & Kramer, 1996; Albert & Whetten, 1985).

Linking sensemaking to identity construction calls into question organizational identity’s
endurance (Weick, Sutcliffe & Obstfeld, 2005; Gioia & Thomas, 1996). Taking this a step
further, Weick (1995) observes that managers do not seek to understand their external
environment, but instead focus their sensemaking efforts to solve the real mystery: Who am 1?
Or, who are we? Considering that managers face an endless stream of issues (Weick, 1995)
managers are constantly constructing and re-constructing their organization’s identity due to
disruptions that trigger sensemaking. More importantly, however, defining identity as a
fundamental mental model and framing sensemaking in terms of identity construction means that
an organization’s identity is a powerful cognitive lens (Weick, 1995; Fiol & Huff, 1992; Weick,
Sutcliffe & Obstfeld, 2005). As a cognitive lens, identity affects what issues are noticed and
how they are diagnosed (Dutton & Dukerich, 1991; Dutton & Penner, 1983). Moreover, identity
provides managers with a point of self-reference to define an issue’s importance and legitimacy
(Dutton & Penner, 1993; Fiol & Huff, 1992). Issues that are highly consistent with the firm’s
identity are added to the strategic agenda and receive a manager’s time and attention, while those

that are inconsistent are ignored (Dutton & Penner, 1993; Dutton & Dukerich, 1991).

46



Thus, the identity perspective suggests that a firm will be labeled a competitor depending
upon the degree to which managers perceive this firm to be similar to their organization on
significant identity dimensions. In other words, managers are going to be sensitive to firms that
generate issues which are perceived to threaten the organization’s existence or efficacy as
defined by its central, distinctive and enduring characteristics (Branscombe et al., 1999; Elsbach
& Kramer, 1996). In addition, this perspective also suggests that the degree to which a firm is
defined as a direct or indirect competitor is a function of how similar this firm is to the
manager’s organization on the relevant identity dimensions. In short, of the three sub-models,
identity not only provides a point of self-reference to define what it means for a firm to be a
competitor but also offers, through the process of sensemaking, an explanation of how this point

of self-reference is constructed.

3.4.3 The Role of Identification in ClI

A subtle theme underlying the discussion in the previous section is Weick’s description
of sensemaking as a self-referential process driven by a desire for self-discovery. This raises an
issue regarding the proper level of analysis to be used in determining identity. Specifically, is a
manager attempting to make sense of the organization’s identity or his/her personal identity?
Weick resolves this issue by suggesting that sensemaking involves both levels of analysis. As
revealed earlier, organizational and individual level manifestations of identity were introduced as
separate concepts. However, they can instead be bridged and connected through the concept of

organizational identification (Gioia, 1998; Ashforth & Mael, 1996).
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Dutton et al. define identification as a phenomenon in which:
[A] person’s self-concept contains the same attributes as those in the
perceived organizational identity. . . . Organizational identification is the
degree to which a member defines him- or herself by the same attributes
that he or she believes defines the organization. (1994: 239)
Identification leads to a shift in levels as a manager comes to see him/herself not as a separate
individual, but as a member of his/her organization (Hogg & Terry, 2000; Turner & Oakes,
1989). When this shift occurs, a manager will become emotionally and cognitively enmeshed
with and attached to his/her organization (Dutton, Dukerich & Harquail, 1994; Ashforth & Mael,
1989).

A top manager is more than likely to be highly identified with his or her organization, if
not among the most identified of the employees, for two main reasons.® First, Dutton et al.
(1994) state that the degree to which a manager identifies with the organization is a function of
the attractiveness of the organization’s identity. The firm’s identity will more than likely be
attractive to top managers because of their unique and central role in identity construction
(Ashforth & Mael, 1996; Hatch & Schultz, 1997). More specifically, top managers are viewed

by researchers as being situated between the rest of the organization’s members and the

organization’s external stakeholders (Ashforth & Mael, 1996; Hatch & Schultz, 1997). In this

A thorough explanation of managerial organizational identification is beyond the scope of this dissertation.

However, it is recognized that the extent to which a manager identifies with her organization can be affected by: a
manager’s desire to reduce uncertainty (Hogg & Terry, 2000); the salience of the organization’s identity as
compared to other competing identities or loyalties (e.g., functional department, work group) (Ashforth & Mael,
1989); the top manager’s role as leader and, possibly, prototypical organizational member (Hogg 2001; Turner &
Haslam, 2001); the attractiveness of the construed external image (Dutton et al., 1994); the modifying role that
variations in the level of contact with the organization — tenure and intensity of exposure - can have on the
likelihood of identification (Dutton et al., 1994); and how a manager is socialized into the top management team and
the organization (Moreland & Levine, 2001; Dutton & Penner, 1993). Thus, the relationship between identification
(Dutton et al., 1994) and top management teams (Hambrick & Mason, 1984) is a topic for future research.

48



position, top managers construct identity through a process of negotiation with these two groups
(Ashforth & Mael, 1996).

Given this role in identity construction, a top manager is often afforded a degree of
latitude to develop an organizational identity which reflects his/her personal values (Hatch &
Schultz, 1997; Hambrick & Mason, 1984); is consistent with what is important to him/her
personally; and which allows the manager to express who he/she is rather than hide him/herself.
Thus, the top manager’s need for self-continuity is fulfilled, increasing the identity’s
attractiveness (Dutton et al., 1994). In addition, individuals seek distinctiveness as it is a
necessary condition for establishing a person’s meaning and reason for existence (Hogg, 2003).
As a result, an organizational identity can be attractive to a manager as it provides him/her with a
social label that distinguishes him/her from others in a significant and meaningful way (Dutton et
al., 1994). Lastly, managers are in a unique position to create an identity that is characterized by
a sense of importance, competence, effectiveness, and high merit. Accordingly, building an
identity that reflects such positive attributes can lead to an increased sense of self-esteem for the
manager (Dutton et al., 1994; Hogg, 2003).

Second, the role that the top manager plays in an organization offers another insight into
why a manager is likely to be highly identified with his or her firm. As outlined in Hogg (2003),
a group is structured according to the various roles that exist within it. More importantly,
research has demonstrated that employees are more than likely to identify with their role or work
group than with the organization (e.g., Pratt, 1998). A top manager, however, is in a unique
position where his/her role and work group are directly connected to the organization as a whole.
Thus, for a top manager, role or work group identification equates with organizational

identification.
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Consequently, the impact of organizational identification is significant. For a highly
identified top manager, the organization’s successes and failures become the manager’s
successes and failures as he/she becomes cognitively and emotionally enmeshed with the
organization (Dutton et al., 1994). This condition forms part of the basis for why Weick
considers sensemaking in organizations to be grounded in organizational identity construction:
(1) Organizational identification implies that in order to make sense of oneself, a manager needs
to make sense of the organization; and (2) A manager is motivated to engage in organizational
sensemaking since the organization is the primary vehicle through which the manager satisfies
his/her individual needs of self-enhancement, self-efficacy, self-continuity and self-
distinctiveness (Weick, 1995; Dutton et al., 1994).

Moreover, the shift in the manager’s self-concept from the individual to the
organizational level means that a manager will interact with and relate to others as a member of
his/her organization (Hogg & Terry, 2000). People from other firms are not seen as individuals,
but viewed as stereotypical members of their respective firms (Hogg, 2003; Weick, 1995). In
fact, Weick (1995) suggests that managers make sense of other firms by interpreting the actions,
intentions, aspirations and personalities of the firm’s members. In turn, firms are entities that can
potentially threaten the distinctiveness and existence of the manager’s organization, and hence
his/her self-concept (Hogg, 2003; Branscombe et al., 1999). Overall, identification has
important behavioral consequences for organizations (Dutton et al., 1994) and, as suggested by
research, creates conditions that can lead to inter-organizational conflict (Hogg, 2003).

To summarize, identification can play an important role in competitor identification. In
addition, identification is positioned as a concept that modifies the relationship between

organizational identity and competitor sensemaking. For a highly identified manager, the
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organizational identity sub-model becomes even more important as it is the central focus of the
manager’s sensemaking process. In other words, organizational identification should magnify

the degree to which the identity sub-model influences competitor sensemaking.

3.5 CONCLUSION

Arguments have been presented in this chapter to suggest that the role of the
categorization sub-model in competitor identification is different and more limited than what is
proposed by traditional perspectives (Porac & Thomas, 1990). As alternatives, the economic and
organizational identity perspectives are presented as mental models that have a more significant
influence on the process of managerial competitor identification. However, a common theme
underlying both the categorization and economic perspectives is the need for a manager to
possess a point of self-reference in order to make sense of the firms in the external environment.
While the economic perspective suggests this is accomplished through the manager’s business
definition, it falls short of offering an explanation of how a manager constructs such a business
definition. It is proposed that the concept of organizational identity adequately addresses this
issue and that the identity sub-model plays a significant role in competitor identification.
Support for this proposition is developed within the context of Weick’s (1995) claim that
sensemaking is grounded in identity construction. In addition, it is contended that the identity
sub-model also serves as a critical and fundamental mental model that is an important input into
the economic and categorization sub-models.

Consistent with the above discussion, this dissertation seeks to answer two separate, but

related, research questions. First, does organizational identity influence which firms a manager
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identifies as the organization’s competitors? While the organizational identity may affect
managerial competitor identification, the Ol perspective has never been used as a theoretical
framework to explain this phenomenon. Second, if Ol does influence managerial competitor
identification, how does each of the three sub-models — categorization, economic and
organizational identity — influence which firms are identified by a manager as the organization’s
competitors?  While the above discussion makes a case that the organizational identity
perspective plays a significant role in CI, it does not offer enough evidence to conclude that the
other perspectives can be summarily dismissed. Instead, organizational identity offers an
alternate explanation of managerial competitor identification and addresses some of the
limitations of the other perspectives. Accordingly, this researcher expects that the economic and
categorization perspectives also play a role in explaining competitor identification. Therefore, an
important aspect of this dissertation is to sort out each perspective’s contribution.

Given the nature of the research questions presented, a theory elaboration study is
appropriate (Lee et al., 1999; Maitlis, 2005). Theory elaboration recognizes the need to employ
an inductive, theory-building methodology since existing perspectives do not adequately explain
competitor identification (Eisenhardt, 1989; Lee et al. 1999). On the other hand, a theory
elaboration study also recognizes that existing perspectives do provide a theoretical foundation,
meaning that the study is not an exercise designed to develop new theory (Lee et al., 1999).
Accordingly, this dissertation employs a qualitative, case study methodology that is designed to
address the need to build theory within existing theoretical perspectives. The details of the

chosen methodology are discussed in the next chapter.
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40 METHODS

The research methodology employed herein is consistent with those methodologies used
in a theory elaboration study. This type of study recognizes that while theoretical frameworks
exist to explain managerial competitor identification, these frameworks possess certain
limitations (Lee et al., 1999). Moreover, these limitations support the need to use an inductive,
qualitative, grounded-theoretic methodology in order to build a revised theory and address the
theoretical problems (Lee et al., 1999). Despite the presence of existing theoretical frameworks,
employing a qualitative, grounded-theory methodology is suitable when such frameworks appear
to be inadequate, a new perspective conflicts with traditional views, or a fresh new perspective is
needed (Eisenhardt, 1989). Furthermore, prior empirical work suggests that employing a case
study methodology is an appropriate design for a theory elaboration study (Lee et al., 1999;
Maitlis, 2005).

Accordingly, this researcher believes that the issues presented herein with respect to the
various theoretical perspectives of competitor identification trigger the need for a theory
elaboration study. First, the economic, categorization, and organizational identity perspectives
are theoretical frameworks that each provide an explanation of competitor identification.
Second, theoretical limitations are present in the form of conflicting explanations among the
perspectives and inconsistent study results. Moreover, the categorization and economic

perspectives fail to adequately explain key aspects of managerial competitor identification.
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Finally, in the case of the identity perspective, it has never been applied to the study of
competitor identification, and thus, is a framework that conflicts with the other more traditional
views. Consequently, this researcher proposes the following methodologies identified in this

chapter.

41 OVERVIEW OF METHODS

The methodology employed by this researcher for both the pilot and main studies is
consistent with those methodologies used in theory elaboration studies. The decision to conduct
a pilot study prior to the main study was made for several reasons. To begin with, a pilot study
offered an occasion to gain experience with qualitative methods. In addition, a pilot study
afforded a chance to become more familiar with the subject matter and gain insights which
helped to improve the methodology used for the main study.

Two local financial advisors were chosen as the pilot study’s sample and were selected
out of convenience (Yin, 2003). With respect to data collection procedures, each participant was
subjected to a two meeting interview process. During these interviews, data was primarily
gathered through the repertory grid technique (Fransella et al., 2004), the surfacing of each
participant’s industry taxonomy and semi-structured interview questions. The repertory grid
technique (RGT) is as a cognitive mapping technique that surfaces each participant’s framework
or mental model of his/her organization’s competitors. The goals of the interview process were
to: (1) develop a comprehensive understanding of the participant’s taxonomy; (2) understand the
relationship between the participants’ repertory grids and the competitors named by the

participants (named competitors); and (3) surface the relationship between the three mental sub-
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models and the role they play in competitor identification. As for analysis, the interview
transcripts were coded and analyzed using microanalytic techniques (Strauss & Corbin, 1998).

The results of the pilot study provide important evidence that identity does play a role in
Cl. Furthermore, the results further indicate that the categorization and economic sub-models
are also factors in Cl. Thus, the pilot study indicated that a more in-depth study of the research
issues proposed herein was, in fact, warranted.

As for the design of the main study, which was conducted shortly after the conclusion of
the pilot study, most of the pilot study methodology was retained. However, the methodology
incorporated new features designed to improve upon the initial methods adopted for the pilot
study. To begin with, top managers of firms within the financial services industry were chosen
as the sample for the main study. The final sample was selected in order to be consistent with a
multiple-case, replication strategy (Yin, 2003). With respect to the data gathering process, the
two-meeting design used for the pilot study was retained. The goal of the first meeting was to
surface each participant’s industry taxonomy, complete the repertory grid technique, have the
participant rank-order the named competitors from closest to most distant, and have the
participants complete a questionnaire measuring identification. The goal of the second meeting
was to surface each participant’s organizational identity mental model, determine if the identity
is connected to the participant’s repertory grid and ask additional interview questions about the
data surfaced in the first interview.

Each interview was digitally recorded and transcribed in preparation for coding and
analysis. Data analysis proceeded in two distinct stages. In the first stage, the interviews were
analyzed using grounded-theory building coding procedures. The codes developed during the

pilot study provided a foundation upon which to code the interviews conducted in the main
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study. The codes or concepts that surfaced during this stage laid the foundation for conducting
within-case analysis and eventually cross-case analysis. In order to transition from the first (or
coding) stage to this second stage, a series of tables and matrices were constructed that would
enable within-case and cross-case analysis. These tables, which are considered to be meta-
matrices, were used in the task of comparing and contrasting the fifteen cases. Initially, the
meta-matrices provided a means to conduct within-case analysis and produce a more thorough
understanding of each case. In the final step of this stage, the analysis transitioned from within-
case to cross-case analysis using a replication strategy. In the end, the goal of the analysis was to
establish a theoretical framework that was grounded in the data.

The remaining sections of this chapter will explore in more detail the methodology

adopted for the pilot and main studies, as well as explore the results of the pilot study.

42  PILOT STUDY

Building on these observations, as recommended by Eisenhardt (1989), this researcher
employed a case methodology consistent with Yin (2003). Accordingly, prior to commencing
the main study, a pilot study was conducted for several reasons (Yin, 2003). First, the design of
the final study needs to be carefully planned in order to ensure success (Miles & Huberman,
1994; Yin, 2003). Specifically, a case study methodology requires one to clearly define the
study’s research questions, determine the unit(s) of analysis, properly address issues of validity,
construct a case selection strategy, establish information gathering procedures, explore the
possible use of quantitative instruments, develop coding procedures, and plan for data analysis

(including the selection of appropriate data management software). A pilot study can provide an
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opportunity to properly address these issues, while offering an occasion for this researcher to
gain experience with qualitative methods. In addition, a pilot study affords a chance to become
more familiar with the subject matter and, hopefully, gain insights which will help improve the
methods used for the final case study (Yin, 2003).

In designing the pilot study, this researcher used an organizing framework consistent with
the following procedures outlined by Eisenhardt (1989): definition of research questions, case or
sample selection, design of data collection procedures, and data analysis. As stated earlier, the
following research questions guided the pilot study: (1) Does organizational identity influence
which firms a manager identifies as the organization’s competitors? (2) If Ol does influence
managerial competitor identification, how does each of the three sub-models — categorization,
economic and organizational identity — influence which firms are identified by a manager as the

organization’s competitors?

4.2.1 Pilot Study Sample

Unlike the requirements for the final study, case selection for a pilot study does not
necessarily need to meet a rigorous test of logic (Yin, 2003). Instead, pilot cases can be selected
out of convenience (Yin, 2003). Accordingly, two local financial advisors were chosen as pilot
cases for several reasons. First, this researcher has convenient access to a pool of financial
advisors for the purposes of sampling. Second, experienced financial advisors often are partial
owners of the organizations at which they work. However, even if a financial advisor does not
actually own a portion of the firm at which he/she works, the advisor is often compensated on a
commission basis, with little or no base salary. Such a compensation scheme often induces a

financial advisor to behave as an owner or top manager of a business. Thus, this researcher
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hypothesized that financial advisors would serve as an appropriate pilot sample given that the
advisors are in positions similar to those of the individuals anticipated to be part of the final
sample — business owners and top managers. Last, this researcher also wanted to test whether
top managers from the financial services industry would yield an appropriate sample frame from

which to select study participants (Miles & Huberman, 1994).

4.2.2 Pilot Study Data Collection and Analysis Procedures

With respect to data collection procedures, the repertory grid technique (Fransella et al.,
2004) and semi-structured interviews were the main vehicles used. Appendix A contains a
sample interview guide utilized for these interviews, which is consistent with one used by Dutton
& Dukerich (1991). Some of the questions are original and were developed in light of the
research issues and the model of competitor sensemaking. Certain other questions were taken
from Dutton & Dukerich (1991), Picken (1995), Dukerich et al. (2002) and Elsbach & Kramer
(1996). As can be seen, the interview guide is designed to explore key aspects of competitor
identification, particularly the role of the mental sub-models. According to Eisenhardt (1989),
identification of key constructs and the construction of a model prior to an inductive study are
not problematic as long as the researcher keeps in mind that the study’s main goal is theory
building. Therefore, this researcher recognizes that the constructs, and the nascent relationships
among them, are tentative and may or may not be included in the final model.

The repertory grid technique (RGT) is a cognitive mapping technique based on the work
of George Kelly and his personal construct theory (Fransella et al., 2004). Kelly’s theory posits
that individuals possess a subjective theoretical framework which facilitates the ability to make
judgments or evaluations of specific situations and to predict or control events (Daniels et. al,
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1995). Part of an individual’s theoretical framework of any given domain can be surfaced
through the elicitation of constructs. A construct is a concept or quality that an individual uses to
evaluate and understand an event, object, or situation. A key characteristic of a construct is that
it is bipolar. This quality implies that individuals determine the meaning of objects by
understanding how they are similar to and different from each other. For example, if a certain
individual is considered to be dishonest or a thief, it is also understood that this individual is not
completely honest. In this case, the person is understood by positioning him along the
dishonest/honest construct, somewhere between being completely dishonest and being
completely honest. In short, a person’s theoretical framework or mental model of a specific
situation is comprised of a series of these bipolar constructs. These constructs can be elicited
through the repertory grid technique.

RGT has been used in prior studies to explore issues of competitor identification (e.g.
Daniels et al., 1995; Reger, 1990; Reger & Palmer, 1996; de Chernatony, 1993; Picken, 1995).
Specifically, these studies have explored: how managerial perceptions of competition vary
within and between organizations; how collective managerial conceptions of competition within
an industry change over time; and the nature of the dimensions or constructs that managers
collectively use within an industry to define and delineate competitive space. This pilot study,
however, utilizes RGT differently in two respects. To begin with, RGT is used to explore
competitor identification at the individual level by surfacing the economic and organizational
identity mental sub-models of each participant. Second, RGT results are disclosed to each
participant at the beginning of the second interview and provide a foundation for conducting the
second semi-structured interview. According to Fransella et al. (2004), using the results of RGT

to conduct in-depth interviews with participants is a powerful way to gain a rich and

59



comprehensive understanding of the participant’s mental model. Thus, RGT is incorporated into
the pilot study methodology given its use in prior studies concerning Cl, its ability to surface
managers’ mental models, and its capacity to be used as the basis for the semi-structured
interviews.

Data was gathered over the course of two semi-structured interviews. The goal of the
first interview was to surface the participant’s industry taxonomy and repertory grid. The
procedures for surfacing the participant’s taxonomy were adopted from Porac & Thomas (1994).
Starting with the root category ‘financial services,” participants were asked, What are all the
different types of financial services organizations? For each participant, this question produced a
set of categories at a level directly below the root category of financial services. Once all
categories at this level were elicited, each participant was then asked to identify categories below
this initial level. This procedure was followed for each subsequent level until a taxonomy was
produced which adequately captured each participant’s conception of the industry.

Figures 4 and 5 report the industry taxonomy of each pilot participant, respectively.

Figure 4: Industry Taxonomy of Pilot Study Participant 1 (PSP1)

Financial
Services
Prop & Investment Broker Life/ Coaching/
Casualty Management Dealer Annuities Training
Passive Active Professors Independent
Teachers Coaches
Variable Mutual Fee-
Annuity Fund Based
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Figure 5: Industry Taxonomy of Pilot Study Participant 2 (PSP2)

Financial
Services
Brokers Life Financial
Insurance Planners
New Old Fee- Sell

Only Product

In the second part of the first interview, the participant was subjected to RGT. The
procedures for surfacing the participant’s repertory grid were drawn from Fransella et al. (2004).
First, each participant was asked to identify his or her organization’s competitors. Once
identified, a version of the minimum context form of the RGT was used to surface the constructs.
When utilizing this procedure, the names of each competitor were recorded on an index card.
Then two of these index cards were selected at random and presented to the participant along
with another card that contained the name of the participant’s organization. The participant was
then asked in reference to these three index cards, How are two alike in some way, but different
from the third? In responding to this question, a bipolar construct representing part of the
participant’s personal construct system (or mental model) was elicited. This procedure was
repeated to the point where similar card sorts and questioning resulted in no new constructs.

Respectively, Tables 3 and 4 report the repertory grid results for each participant, pilot
study participant one (PSP1) and pilot study participant two (PSP2). Please note that the

participant’s firm and its competitors are identified across the first row of the table. However,
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the names of the participant’s organization and competitors are not disclosed due to the need to
maintain the confidentiality of each participant. With respect to the competitors of each
participant, firm names were substituted with an identifier capturing how each participant ranked
his or her competitors. For example, C1 is considered by PSP1 to be his organization’s closest
competitor, C2 the second closest, while C10 is the most distant competitor. With respect to

PSP2, C1 is his organization’s closest competitor and C6 is the most distant. This competitor re-

naming process was used for both the pilot and main studies.

Table 3: Repertory Grid Results for Pilot Study Participant 1 (PSP1)

Ratings Assigned by PSP1

Constructs

Biblical Wisdom/Education
Passive Invest Style

High Touch

Distributes Information
Comprehensive Service
National

Spreads Truth

High Chance of Client Success
Client Retention
Efficient/Free-from-legal
Stewardship - Fair

Market Bible Theme
Market Passive Style
Client Says High Touch
Procure Buyer for Product

w[NR| Rk kN RN =N = =] PSPL’s Firm

Rlolw|k [N R|[o|dR RN ko= CL

FRlolw|k [Nk |o|lw|k|k|w|k|loals|—| C2

Rlo|lw|lw|k|klo|s|w|k|s[k|o|d|—| C3

o|wlk | |lw|lo|dwN|N|w|w|w | C4

~[ oo oa NN ook lw|w] CH

oM |w [N g wlw|N|wlo|d|w|w| C

o(N|w|N|(w|o|w|s (||~ [N~ CTY

~N [ Nfo| NN ok s |lw| N Rlod|o| s C8

~N[Nfo|N|lw|o|ks || F|lo|d|o| s CO

o|lwlo|N|s|N|o|uo|N|k|w[N|w|~|o| C10
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World System

High Transaction

Low Customer Interaction
Does Not Distribute Info.
Not Comprehensive Service
Regional

Spread Lies

Low Chance of Client Success
Low Retention
Not-Efficient/Costly
Non-Stewardship

Not Market Bible Theme
Not Market Passive Style
Client Not Say High Touch
Client Retention Focus



Table 4: Repertory Grid Results for Pilot Study Participant 2 (PSP2)

Ratings Assgined by PSP2

=
i
[
2
ol
n| H] N| M| | | ©
Constructs | | 9] ©| ©| ©| ©[ ©| constructs
Ethical [1 |4 |4 [ 7 |1 |1 |3 | Unethical
Quality (howsold) | 1 [ 1 |6 |7 |1 |1 |4 | Lackofquality
LifeIns(mutual) | 1 [ 1 |1 [1 |1 |7 [7 | Manage money
Professional | 1 [ 1 |5 |7 |1 |1 [4 | Unprofessional
Experience [ 1 |1 |1 |1 |1 |1 ] 4 | Inexperience
Low commission | 1 |1 |7 |7 |1 |5 |6 | Highcommission

Additionally, the procedures used in the first meeting with PSP1 differed slightly from
those used with PSP2, as additional constructs were elicited from PSP1 using the techniques of
laddering and pyramiding. Laddering is a procedure for surfacing constructs of a higher level of
abstraction than the ones elicited from the sorting procedure described in the previous paragraph.
In order to elicit these additional constructs, PSP1 was asked to identify which side of the bi-
polar spectrum he preferred his company to operate upon and why. These laddering questions
were asked with respect to each construct PSP1 originally surfaced during exposure to RGT.
The use of the laddering technique produced five additional constructs from PSPL1.

Pyramiding is a process which surfaces subordinate or more concrete concepts. In this
case, PSP1 was asked for each of the RGT constructs surfaced: How would you know if a

company exhibited the quality of (fill in the name of the construct)? This procedure produced

four additional constructs from PSP1.

Once the constructs were surfaced, both participants were then asked to rate their

organization and each of their named competitors on all of the elicited constructs. For example,

63



the RGT surfaced the construct biblical view/world view for PSP1. Thus, PSP1 was asked to rate
his organization and each of the firms he named as competitors by the degree to which he would
characterize them as a biblical or world view organization, using a 7-point Likert scale. He was
instructed that a rating of ‘1’ meant that he considered the firm to be completely biblical and a
rating of ‘7’ meant that he characterized it as a completely world view type of an organization
(see Tables 3 and 4).

In preparation for the second meeting, each participant’s repertory grid was analyzed
according to procedures outlined by Fransella et al. (2004). The grid ratings were used to
determine how similar each competitor was to the participant’s organization. Similarity scores
were derived by computing a distance score based on the construct ratings for each competitor
(Fransella et al., 2004; Bell, 1997). A distance score measures how similar or dissimilar a
competitor is from the participant’s organization. Distance scores for each competitor were
determined by first calculating the absolute value of the difference between the score assigned to
the competitor on a specific dimension and the score of the participant on the same dimension.
The final statistic was then produced by calculating the average of these differences.

Tables 5 and 6, respectively, report the distance scores for each competitor named by a
pilot study participant. In reviewing these tables, it is important to note that: (1) the higher the
distance score, the more dissimilar a competitor is to the participant’s organization, and (2) the
tables include both the participant’s ranking of their competitors and a competitor ranking
according to the distance scores. The latter point is important because, in each case, the
participant’s ranking of their competitors is not the same as the ranking derived from the distance

Scores.

64



Table 5: Competitor Degree of Similarity — PSP1

Competitor Competitor
Ranking Ranking
According to Distance According to Distance
PSP1 Score Distance Score Score
C1 1.20 C1 1.20
C2 1.40 C2 1.40
C3 1.67 C3 1.67
C4 1.67 C4 1.67
C5 247 C6 2.07
C6 2.07 C5 2.47
C7 2.53 C7 2.53
C8 2.87 C8 2.87
C9 3.07 C9 3.07
C10 3.60 C10 3.60

Table 6: Competitor Degree of Similarity — PSP2

Competitor Competitor
Ranking Ranking
According to Distance According to Distance
PSP2 Score Distance Score Score
C1 0.50 C4 0.00
Cc2 3.00 C1 0.50
C3 4.00 C5 1.67
C4 0.00 Cc2 3.00
C5 1.67 C6 3.67
C6 3.67 C3 4.00

Each participant’s grid and accompanying statistical results were used as the basis for the
second interview. Using the interview guide form, the goals of the second interview were to:
(1) develop a comprehensive understanding of the participant’s taxonomy; (2) understand the

relationship between the elicited RGT constructs and the named competitors; and (3) surface the
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relationship between the three mental sub-models and the role they play in competitor
identification.

Each interview was digitally recorded and transcribed in preparation for coding and
analysis. Since the goal of the main study is to build an integrated theoretical framework to
explain competitor identification, a decision was made to use the grounded-theory building
techniques outlined by Strauss & Corbin (1998). For the pilot study, the interviews were coded
and analyzed using microanalytic techniques. According to Strauss & Corbin (1998),
microanalysis is a coding technique where the researcher performs a detailed, line-by-line
analysis of the transcripts. The analysis requires the researcher to consider the specific words
and phrases used by the participant and analyze them to uncover the possible range of meaning
being expressed by the participant. Strauss & Corbin consider this an important step for
reducing bias and challenging the researcher’s frame of reference. In addition, it forces the
researcher to focus on the meaning being conveyed by the participant and to focus on the
participant’s interpretive schemes. For the purpose of this pilot study, the coded transcripts were

analyzed to identify emerging themes and trends.

4.2.3 Pilot Study Results

The purpose of this sub-section is to report the results of the pilot study.® While the pilot
study results are preliminary and possibly spurious, reporting them is important for several

reasons. First, a latent aspect of the pilot study involved testing the legitimacy of the relationship

® Since the results of the pilot study have influenced the methodology ultimately employed in the main study, this
researcher has chosen to report the results of the pilot study prior to a discussion of the main study methodology.
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between organizational identity and competitor identification. Prior to commencing the pilot
study, it was anticipated that the results could lead to the conclusion that identity does not matter
with respect to Cl. However, the pilot study results provide important evidence that identity
does play a role in Cl. The results further indicate that the categorization and economic sub-
models are also factors in Cl. Thus, the results of the pilot study indicate that a more in-depth
study of the research issues proposed herein is, in fact, warranted.

Additionally, another reason to report the results of the pilot study is because they
influenced certain aspects of the main study. More specifically, the pilot study had a strong
influence on the main study’s coding. Strauss & Corbin (1998) indicate that microanalysis often
helps researchers to quickly develop a set of categories for coding. The microanalysis performed
as part of the pilot study not only surfaced categories, but also lead to the development of the
initial coding scheme used for the main study (Miles & Huberman, 1994).

Given the above reasons, it was deemed appropriate and important to report the results of
the pilot study. The following discussion of these results is organized around the various
competitor sub-models. To begin with, one of the first lessons learned with respect to the
categorization sub-model is that the category prototypes of each participant’s industry
classification schemes (see Figures 4 and 5, respectively) capture only a crude description of the
business models of typical category members. For example, when asked to describe a typical
stock brokerage firm, PSP2 responded:

They want to trade retail stocks, which that business is declining, so they
want to manage money and they want to sell life insurance and associated
products. And they bring in a variety of in house experts to do those other
things because most of them are not trained. They don’t know anything

about life insurance, anything about long-term care, so they have in house
guys that do that for them.
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Descriptions of typical members for the remaining categories that comprise each participant’s
taxonomy followed a similar pattern, as both participants identified aspects of general business
models which roughly describe how firms within the categories operate.

Considering that category prototypes capture the essence of the category members’
business models, it appears that the process of competitor identification partly involves
recognizing general business models and identifying groups of firms within the industry that
compete with the participant’s organization. For example, in the quote above describing a
typical stock brokerage firm, PSP2 indicates that brokerage firms sell life insurance in addition
to selling stocks. Even though the primary business of PSP2 is insurance, PSP2 considers stock
brokers in general to be competitors because they also sell life insurance. However, PSP2
continues to distinguish between stock brokerage firms and life insurance firms mainly because
stock brokerage firms are focused foremost on trading stocks and managing money, while selling
other products like life insurance is, at best, a secondary focus.

The continued analysis of each participant’s taxonomy surfaced two other important
observations. First, competitor identification may partly take place at a macro level as the
participants appear to be sensitive to competition from various business models that exist within
their industry. This is supported by the fact that each participant named competitors in more
than one category of their respective taxonomies. In other words, the identification of
competitors does not appear to be restricted to firms within the same category as the participant’s
organization. These results suggest that managers may detect strategic groups (Caves & Porter,
1977) that reside within their industry, and identify a certain number of these groups as

competitors.
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Second, a majority of the categories identified in each participant’s taxonomy contained
at least one competitor named by the participant. This may suggest that managers possess a
fairly narrow understanding of the competitive landscape. In other words, it appears that the
identification of categories may be a function of the degree to which a competitive relationship is
detected between the manager’s organization and the category group. Thus, a manager may only
develop knowledge of those groups which he/she perceives as having a business model in
competition with the business model of his/her organization.
Additionally, the economic and identity sub-models were also explored in the pilot study.

In order to better understand the relationship between these two perspectives, participants were
asked questions pertaining to their named competitors in relation to the constructs elicited by
RGT. With respect to identity, each participant was asked during the second interview to
describe their organization’s identity. For example, PSP1 described his organization’s identity as
follows:

The basic premise of why we exist is that people in general . . . are

struggling with this concept of money as a god. It is my experience that

the vast majority of people . . . struggle with trying to have money bring

them contentment, identity, peace, materialism whatever. And the bible is

very clear that that’s God’s role, that’s not the role of a substance, be that

as it may. So our mission, our vision | guess, our character is to help free

anybody from that lie. And, | think it’s a lie that money in its various

forms brings things that only a divine can bring. It’s an irony, when you

think about it, that we look to a non-loving, non-living, non-breathing

thing to fill us emotionally, spiritually, physically. That’s really not the

role of a substance. So that’s what drives us.
When asked to identify the constructs that capture his organization’s identity, PSP1 pointed to

the biblical wisdom/world view and high touch/low customer interaction constructs, while PSP2

considered all of his elicited constructs to be reflective of his organization’s identity.
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The descriptions each participant provided for his organization’s identity dimensions
surfaced some important underlying characteristics. First, as indicated in the quote above, these
identity constructs appear to convey a sense of mission and purpose, which can serve to motivate
managers. Second, each participant described the identity constructs with language that
conveyed a sense of permanence, certainty and conviction. For example, when PSP2 was asked
about the importance of being ethical, he responded:

Number one, you can live with yourself if you have a conscience. That’s

the most important thing. And, number two is, you build your reputation

on how ethical you are. Though there are a couple of [firms] in this city

that are very unethical and very successful.
Although not expressly stated, this researcher did not get the sense that transitioning from being
ethical to unethical was an option for PSP2, even though an unethical person or firm could be
“very successful.” Third, this quote from PSP2 suggests that identity constructs may be highly
consistent with a manager’s personal values. Fourth, the connection made by PSP2 between
ethics and reputation implies that identity constructs may be related to the economic
perspective’s concept of value creation. This value creation aspect can also be detected in the
quote of PSP1 above where he alludes to the fact that his biblical approach provides value
because he “frees people from a lie.” Finally, identity dimensions can influence each other.
When describing the high touch/low customer interaction construct that was labeled as an
identity construct, PSP1 stated:

[High touch] to me would be consistent with biblical truth . . . we should

be compassionate, caring, self-less and humble, with anybody. | think

high touch is probably an overused phrase. 1 think caring is probably a

better phrase.

This statement in which PSP1 connects the high touch construct to the biblical view construct

suggests that the biblical view construct frames his perception of the high touch construct. This,
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in turn, implies that the biblical view may be a more dominant identity construct in PSP1’s
organization.

The constructs that were not identified by PSP1 as identity constructs — passive
investment style/high transaction cost, distributes information/does not distribute information,
comprehensive service/not comprehensive service, and national/regional — seem to capture
aspects that can be described as economic constructs. The various characteristics of economic
constructs can be found in the following description provided by PSP1 with respect to the
comprehensive service/not comprehensive service dimension:

I’m stuck with the limitations of being a one person shop and being

profitable. | don’t think you can do everything. I’ll be meeting with a 70

year old guy [and] chances are that . . . I’m not going to be able to do what

he wants me to do because it’s outside my core business model. [C10] or

someone like that has all of these comprehensive services [and] from a

competitive standpoint would beat the tar out of me even though I think on

quality they wouldn’t. So, it’s up to me to decide which of those services

are going to be my focus. Where am 1 really going to spend the bulk of

my time?
This account surfaces a tradeoff currently facing PSP1. He is trying to decide whether or not his
firm should offer comprehensive service to his clients. Unlike the identity dimensions, it appears
that he is more flexible as to where his firm will ultimately reside along this dimension. In
addition, it appears that the decision is being influenced by his perceptions of his firm’s
competition and, more subtly, the ability to make a profit.

While identity and economic constructs are distinct, the interviews revealed that they
may influence each other.  For example, when describing the construct distributes
information/does not distribute information, PSP1 suggests that there needs to be a logical

consistency between identity and economic perspective constructs:

Well if you have [biblical] wisdom and you’re not sharing it, if you have
access to wisdom and you’re not sharing it, that does not make any sense.
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So . .. whether it is on educating or distributing information on a one-on-
one basis or whether | am doing it on a mass basis, | don’t really care. It is
more which is the profitable business model. Can you do both? 1 don’t
know. So, it’s vital because | think that’s how we spread our message.
In addition, perceptions of identity can be impacted by choices about where the organization
should position itself with respect to economic constructs. This observation is suggested by this
statement from PSP1:
I don’t think there are any local competitors for directly what we are
doing, but from a national standpoint certainly there are. The ambiguity is
because we haven’t decided who we want to be. Do we want to be a
national information distribution firm, or do we want to be a local family
counseling/training firm?

With respect to competitor identification, each participant appears to have made sense of
his organization’s competitors by creating a general impression of each competitor’s business
model. Generally, these impressions were formed from cues extracted from interactions with
representatives of the competitor or from the competitor’s commercials and advertisements. The
impressions can best be described as a conglomerate of general characteristics which include the
markets the competitor serves, the competitor’s product mix, and the general business
philosophy of the competitor. For example, PSP2 describes C5 as possessing a business
philosophy which requires representatives of C5’s firm to be “highly ethical, professional,
educated and well-trained.” Moreover, PSP2 explains that he identified this firm as a competitor
because C5 sells insurance to business owners and high net worth individuals, which are markets
currently being served by PSP2. As for PSP1, his closest named competitor is C1. He describes
the business model of C1 as a biblically-based financial services organization that produces
knowledge to be distributed on a national level:

[C1], more than anybody, has a very similar message to what we are

doing - not on a local scale, on a national scale. | don’t think there are any
local competitors for directly what we are doing, but from a national
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standpoint certainly there are. . . . And, if we go to a local level then it
does not matter what [C1] does. But, if we want to go to [the] national
speaking circuit and all that type of stuff, then it becomes a real issue. So,
the message is almost exactly the same with that company.

Furthermore, from these two examples, it appears that both identity and economic
constructs have a role to play in competitor identification. In PSP1’s case, if his organization
decides to remain local (an economic construct), then C1 may no longer be viewed as a
competitor. Moreover, if C1 were not a biblically based organization (identity construct), it
would probably not be considered a competitor by PSP1. Similarly, in the preceding example
concerning C5 of PSP2, if such competitor did not sell life insurance (an economic and identity
construct), then it probably would not have been named a competitor by PSP2, even though C5’s
business philosophy is admired by PSP2. Overall, the constructs surfaced during the repertory
grid exercise appear to represent a set of necessary conditions that a firm must meet in order for
it to be named as a competitor.

In addition to constructing general impressions of their competitors’ business models,
each participant had also made sense of their competitors through the formation of a reputation.
Descriptions of a firm’s reputation can typically be distinguished from descriptions of a firm’s
business model in that reputation descriptions are often laden with character judgments and
stereotypical beliefs. For example, PSP2 named C3, an independent insurance broker, as his
third closest competitor.’® However, according to the distance scores for PSP2 shown in Table

6, C3 is the firm considered to be the most dissimilar from PSP2’s organization. Considering the

ratings given to C3 from PSP2 in the repertory grid exercise (see Table 4), C3 is considered by

19 psp2 identified individual insurance agents, as well as companies, as competitors. Specifically, C2, C3 and C4
are individual insurance agents. Thus, when PSP2 refers to these three competitors, he is referring to individuals as
opposed to companies.
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PSP2 to be unethical and unprofessional because he sells high-commissioned products that lack
quality. When describing this competitor PSP2 expresses the following:

This guy [C3] is a former agent with some company that trained him 100

years ago. He is an independent agent and | think he’s a vulture. He’ll

[sell] anything whether it’s right or wrong as long as he can make a dollar.

... 'wouldn’t trust him as far as | can throw a grand piano.

Reputations can also accrue to the strategic groups (or categories) identified in the
participant’s taxonomy. PSP2 stated the following when describing a typical fee-only financial
planner:

Other financial planners, which | think are unconscionable . . . charge a

fee. But, if they sell you a product they offset their fees by the

commissions they get on the product. And, | don’t think they can be

terribly objective because they can make a lot more sometimes selling

particular products than doing it on a fee-only basis. So, | am very wary

of people like that.
For PSP1, any firm that operates pursuant to the “world view” is not as “pure” as his company
because these competitors “elevate [money] to practically a divine like status” and convince
individuals through their advertising that money can bring “happiness, fulfillment, satisfaction,
[and] peace.” Thus, these observations suggest that the use of a reputation can be an important
part of sensemaking, as reputation reflects judgments of the competitor on strictly identity related
constructs.

In addition, it is important to note that reliance on the participant’s ratings alone without
further inquiry may lead to a distorted view of a participant’s closest competitors. For example,
PSP2 was asked to rank-order his competitors from closest to furthest. Surprisingly, while the
distance scores suggest that C3 and C2 are highly dissimilar from PSP2’s organization, PSP2

considers C2 to be his firm’s second closest competitor and C3 to be his firm’s third closest

competitor (see Table 6). When asked to explain this anomaly, PSP2 indicates that he interacts
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with both of these competitors frequently, since they operate in similar social networks and
compete for the same business. So, while the distance scores indicate that these two competitors
are highly dissimilar from PSP2’s organization, PSP2 still considers them to be close competitors
due to the perception of frequent competitive interaction.

In conclusion, the results of the pilot study confirm that each of the three mental sub-
models — identity, categorization and economic - play a role in Cl. However, given the complex
nature of the interaction among the sub-models, further study of the issues presented by this
dissertation is warranted. Accordingly, the next section of this chapter explains the methodology

used in the main study.

43 MAINSTUDY

For the most part, the pilot study methodology was retained for the main study. The
decision to retain and build on the methodology initially employed was made in light of the pilot
study findings. Most notably, the methods: (1) adequately elicited each participant’s
categorization, economic and identity mental sub-models, and (2) once elicited, provided a
means to investigate, through a semi-structured interview process, the relationships among these
sub-models and competitor identification. In the various sub-sections that follow, the
methodology employed for the main study is described. As will be revealed, this final
methodology builds upon the framework of the pilot study and incorporates new features

designed to improve upon the initial methods adopted for the pilot study.
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4.3.1 Sample

In contrast to the pilot study, the sample chosen for the main study cannot be chosen out
of convenience. Instead, the sample must be chosen for theoretical reasons (Yin, 2003; Miles &
Huberman, 1994). The theoretical sampling utilized in qualitative research differs from random
sampling techniques typically employed by quantitative, deductive, theory-testing studies. With
qualitative, theory driven sampling, the goal is to select a case or series of cases that provide the
means to build an inductive, theoretical framework. In order to accomplish this task, cases are
selected within the framework of existing theory (if available) and for the purpose of bolstering
confidence in the study’s theoretical conclusions. In contrast, a quantitative, theory-testing
sample must be selected to assure that it is an adequate representation of the general population
of study. In other words, a quantitative study is concerned about sample-to-population
representativeness in order to support conclusions made about the validity of existing theory and
the generalization of the study findings; a qualitative study is concerned about the discovery,
confirmation and elaboration of the processes and constructs connected with the phenomenon of
study (Miles & Huberman, 1994; Eisenhardt, 1989).

With respect to this dissertation, top managers of firms within the financial services
industry were chosen as the sample for the main study. According to the objectives of the study,
this sample was purposefully chosen for three reasons. First, the sample was selected in light of
the Model of Competitor Sensemaking and the study’s research questions. The main concern in
selecting the industry and participants within such industry to interview was the degree to which
the phenomenon of competitor identification would be present. The adequacy of the financial

services industry as the sample frame is supported by the pilot study. The participants of the
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preliminary study were drawn from the financial services industry and were able to identify
competitors, as well as produce categorization, economic and identity mental sub-models.

Furthermore, the current state of the financial services industry gave this researcher
confidence that the selection of participants from such industry would produce the phenomenon
of study. The financial services industry is in the middle of a transition that is creating a
significant increase in the level of competition. While the industry has been in transition for
some time, the repeal of the Glass-Steagall Act in 1999 marks a major event in the industry’s
evolution (Simonoff, 2001). The repeal of the act served to deregulate the industry by providing
banks with the ability to expand their product offerings into investments, security underwriting
and insurance. Prior to deregulation, firms within the industry were constrained (either by law or
by choice) within a fairly narrow product mix: banks offered banking related services (checking,
savings accounts, trust services), insurance companies sold insurance (term, whole life, annuities,
etc.), accounting firms offered personal and corporate accounting services (auditing, tax return
preparation), mutual funds only sold mutual funds, and brokerage companies sold investments
(stocks, bonds, mutual funds). What makes this industry an ideal setting for the main study is
that the lines that traditionally separated firms within the industry have been erased. Moreover,
many financial services firms have responded by entering new markets and aggressively
expanding their product offerings (Simonoff, 2000). Overall, these conditions have lead to an
increase in inter-firm rivalry and product commoditization (Smith, 2001).

Finally, the financial services industry was chosen due to this researcher’s background
and experience. More specifically, this researcher possesses twelve years experience in this
financial services industry, six of which were as president and chief operating officer of a

financial planning and investment management organization. This industry experience provides
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two advantages. First, this researcher has a rich network of contacts within the industry, which
provides the ability to gain access to top managers. Second, the background and experience
provide a context to conduct the semi-structured interviews and interpret the results. In other
words, the ability to effectively conduct interviews and interpret the data is enhanced through
this researcher’s general knowledge of the industry.

Given that the financial services industry is an adequate sample frame, the final sample
was selected in order to be consistent with a multiple-case, replication strategy (Yin, 2003).
First, interviewing multiple managers across various organizations will help bolster confidence
in the study’s findings (Miles & Huberman, 1994). The increase in confidence comes from
developing theory across a series of similar and contrasting cases. Accordingly, the final sample
was chosen to reflect variations in types of firms (accounting, bank, trust company, financial
planning, etc.), top manager positions (CEO/managing partner, vice-president, CFO, owner,
etc.), size (revenue and number of employees) and the firm’s ownership status (public or
privately-held). Second, according to Yin (2003) a replication logic treats each case as an
experiment that either confirms or disconfirms the emerging theoretical framework. With
respect to this dissertation, the replication strategy set the stage for the analysis in which the
cases would be compared to and contrasted with each other in order to develop the final
theoretical framework.

Table 7 provides demographic information for the final sample of fifteen participants.
This final sample was derived from an initial pool of 20 potential candidates from sixteen
companies. Of this pool, eighteen candidates agreed to participate in the study. Given the goal
of conducting enough interviews to reach theoretical saturation, each participant was informed

that they may or may not be contacted to participate in the study. Recall that theoretical
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saturation is reached when additional interviews provide no new insights or when the emerging
categories are saturated. With respect to this dissertation, saturation was reached at
approximately the tenth interview. However, a decision was made to conduct an additional five

interviews given the novelty of the identity perspective as a framework capable of explaining

competitor identification.

Table 7: Participant Demographics (Main Study)

Participant Position Position 2005 Revenues Full-time
Tenure (in thousands) employees

P1 CEOQ/President 3 yrs. 7,000 33

P2 Chief Operating Officer 3 yrs. 7,000 33

P3 Partner, Construction Division 21 yrs. 7,000 70

P4 Managing Partner 5 yrs. 7,000 70

P5 President/Principal 34 yrs. 4,000 24

P6 Partner 12 yrs. 5,200 32

P7 Managing Partner 23 yrs. 5,200 32

P8 President 6 yrs. 450 3

P9 CEO/President 8 yrs. 10,500 14

P10 CEO/President 12 yrs. 1,700 16

P11 President 2 yrs. 1,400 13
Senior Vice President, 80 (Pittsburgh)

P12 Director Private Banking 11 yrs. 4,995,000 16,000 (Total)

P13 Partner, Head of Tax Practice Unit 7 yrs. 38,000 300

P14 President 6 yrs. 2,500 12
Senior Vice President

P15 Managing Director of Wealth 2 yrs. Unavailable 300
Management Division
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All fifteen cases were included in the final sample. However, consideration was given
for the possible elimination of Participant 9 (P9) from the study. Specifically, this case was the
only one that deviated from the two meeting process outlined in the next section. The decision to
deviate from the two meeting process was made following the first interview as P9 expressed an
inability to complete the industry taxonomy and repertory grid due to a lack of knowledge
concerning the named competitors. The participant explained his lack of knowledge by
admitting that he did not pay any attention to his competition. Despite the inability to complete
this participant’s grid, a decision was made to not exclude this participant from the final study.
Instead, this researcher opined that this participant could still make a contribution to this study as
an extraneous case. Incorporating extraneous or deviant cases into the analysis is valuable
because they help enrich the explanatory power of the final theoretical framework (Yin, 2003;

Miles & Huberman, 1994).

4.3.2 Data Collection Procedures

The repertory grid technique, semi-structured interview process and the two-meeting
format provided a structural foundation for the main study. In the following sections, the data

gathering procedures for each meeting are described.

4.3.2.1 Data Collection Procedures for the First Meeting

Similar to the pilot study, the goal of the first meeting was to surface each participant’s
industry taxonomy, complete the repertory grid exercise, and have the participant rank-order the
named competitors from closest to most distant. However, several aspects of these procedures

were changed for the purpose of the main study. First, the procedures for completing the
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industry taxonomy were changed. Participants were not required to complete a taxonomy by
starting with “financial services’ as the root node. This decision was made due to problems
experienced with the pilot study participants in completing their taxonomies. More specifically,
the pilot study revealed that each participant may not see their organization as belonging to the
financial services industry. Given the lack of importance that providing a starting node would
have on the study’s final results, each participant was initially asked to begin the construction of
his taxonomy from a root node describing the industry within which the participant’s
organization resides.

Second, although the minimal content form of RGT was retained, the laddering and
pyramiding procedures were eliminated from the first interview procedures. Both of these
procedures were abolished because of the additional time needed to perform them. Given that
the final sample consisted of extremely busy top managers, not performing these procedures
would reduce the interview time and increase the likelihood of participation. Furthermore, in the
case of pyramiding, it was eliminated because the pilot study revealed that this procedure did not
add any additional value. In other words, the additional constructs surfaced by pyramiding did
not provide any novel insights. With respect to laddering, however, this aspect of the process did
appear to add value. The value of this procedure came, not in the form of eliciting constructs,
but in the form of enhancing the interview procedures. Accordingly, this process was retained
and was incorporated into the procedures for the second interview.

Third, most participants were asked questions about their taxonomy, repertory grid and
the named competitors. Questions often asked during the first meeting were: (1) How would
you describe a typical member of this category of your taxonomy? (2) Why did you name this

particular competitor as your closest competitor (or your second closest competitor, or your
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most distant competitor)? (3) With respect to your repertory grid, why did you give this
competitor such a rating on this construct? In the pilot study, these questions were asked during
the second interview. However, in order to reduce the length of the second interview, a decision
was made to ask these questions during the first interview as appropriate.

Fourth, near the end of the first interview, all participants were asked to complete a
questionnaire (see Appendix B, pages 220-221). The main purpose of this questionnaire was to
measure the degree to which each participant is identified with his or her organization. The first
six-items of the questionnaire comprise the organizational identification scale, which was

developed by Mael & Ashforth (1992).*

4.3.2.2 Data Collection Procedures for the Second Meeting

The second meeting began by reviewing the participant’s taxonomy, repertory grid and
competitor similarity scores. Again, similarity scores were derived by computing a distance
score based on the construct ratings for each competitor (Fransella et al., 2004; Bell, 1997). A
distance score measures how similar or dissimilar a competitor is from the participant’s
organization. Distance scores for each competitor were determined by first calculating the
absolute value of the difference between the score assigned to the competitor on a specific
dimension and the score of the participant on the same dimension. The final statistic was then

produced by calculating the average of these differences.

1 The other items on this survey measure organizational identity congruence (items 7-10) and organizational

identity strength (items 11-16). These two scales were developed by Kreiner & Ashforth (2004). A decision was
made during the design stage of this study to gather this information in case the results of the qualitative analysis
revealed that organizational identity strength or organizational identity incongruence played a role in competitor
sensemaking.
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The next step during the second interview was to surface the participant’s organizational
identity mental model. The process for surfacing the participant’s Ol initially involved
explaining the concept as follows:

Organizational identity captures the idea that employees of an
organization can provide an answer to the question, “‘Who are we?’ In
other words, it has been shown that employees, through their association
with their organizations, will develop their own answer to this question.
Moreover, researchers suggest that the answer to the identity question —
Who are we? — will point to the essence of the organization, what is truly
important, why the organization exists and how it is distinctive from other
organizations.

Upon describing identity to the participant, this researcher immediately asked the participant to

describe his or her organization in terms of: Who is _ (fill in the name of participant’s

organization) ? If the participant had difficulty answering, or if this researcher wanted to

expand on the participant’s identity description, the participant would then be asked, What are
your organization’s core values? If the core values were identified, the participant was also
asked whether such values provided a means to answer the identity question: Who are we?

Once the identity was surfaced, participants were asked to review the constructs surfaced
during the first meeting and to identify those they believed were connected to, or in some way
captured, the essence of their organizational identity. Special care was taken to not influence
participant responses as this researcher also expressed to participants that it was acceptable if
none of the constructs were connected. Asking this question after surfacing the participant’s
organization identity was an element designed to test if identity is connected to competitor
identification. Given that the repertory grid surfaces the participant’s competitor mental model,
if participants are able to link identity to the constructs of such mental model, it would indicate

that identity plays a role in competitor identification.
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The recognition that certain constructs appear to be connected to the participant’s
organizational identity sub-model set the stage for the semi-structured interview. The interview
guide form in Appendix B provides a sample of the types of questions that were asked of
participants (see Appendix B, pages 222-223). As can be seen from this interview guide, the
goals were: (1) to explore the participant’s reasons for indicating that certain dimensions were
connected to the Ol while others were not; (2) to further explore a participant’s repertory grid,
taxonomy, perceptions of competitors, and competitor ranking; and (3) to ask additional
questions pertaining to the emerging theoretical framework. With respect to the repertory grid,
the laddering technique was used as a process to explore the participant’s view of the advantage,
if any, of residing at either end of the construct spectrum. In certain cases, the interview afforded
sufficient time to identify additional constructs and have the participant rate each competitor

along these new dimensions.

4.3.3 Analysis

In order to adequately describe the methods used to analyze the data and to explain why
such methods were chosen, the context within which the analysis took place must first be
understood. The choice of methodology was influenced by the research questions, the design of
the data gathering procedures and the type of data that was gathered (i.e., qualitative and
quantitative). First, the research questions influenced the chosen methodology by infusing
structure into the data gathering procedures. Qualitative studies will vary to the extent that they
are structured (Miles & Huberman, 1994). For example, some studies will employ a very loose
research design in which interviews are fairly unstructured. With these types of studies, the
researcher is often engaged in a completely inductive, grounded-theory building study in which
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the researcher is exploring a new area or an area that has received scant attention. Subsequently,
the lack of initial structure often means that that the interviews are also relatively unstructured.
More importantly, the researcher often takes on the role of an investigative reporter who
analyzes each interview to identify emerging themes and trends in order to develop the next steps
in the data gathering process.

With this study, however, the existing theoretical perspectives initially provided more
structure than what is often found in typical grounded-theory building studies. Recall that the
objectives of this study are to develop a theoretical model of managerial competitor
identification which: (1) explains the role that identity plays in competitor identification, and (2)
integrates the categorization, economic and identity perspectives. Accordingly, the data
gathering process was designed to first elicit each participant’s categorization, economic and
identity mental sub-models so that this researcher could systematically interview such participant
in order to better understand his or her mental sub-models and their relationship to competitor
identification. The result was an interview procedure that was essentially a series of sub-
interviews. With respect to the analysis, this sub-interview structure (and the objectives of this
study) created a context that affected the chosen methodology by providing a pre-established set
of concepts (identity, economic and categorization) around which the interviews were coded and
analyzed.

Second, both qualitative and quantitative data were gathered. Gathering quantitative data
as part of a theory-building study can help to enrich a study’s findings (Eisenhardt, 1989).
Initially, this researcher saw the quantitative data playing a minor aspect in the evolving analysis.
However, as will be revealed, the quantitative data played an important role in corroborating the

findings of the qualitative data and for revealing aspects of the emerging theory that did not
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surface during the interviews. In sum, the gathering of quantitative data was an additional
contextual feature that affected the methods by which the data was analyzed.

Given the context of the data gathering procedures, the data analysis proceeded in two
distinct stages. In the first stage, the interviews were analyzed using grounded-theory building
coding procedures (Strauss & Corbin, 1998). In the second stage, the coded interviews were
converted into tables in order to facilitate within and between case analyses. A more thorough

description of each of these stages is contained in the sections that follow.

4.3.3.1 First Stage

As described in the section outlining the pilot study methods, each pilot study interview
was analyzed using grounded-theory building coding techniques (Strauss & Corbin, 1998).
Given that only minor changes were made to the pilot study methods for purposes of data
collection, the codes developed during the pilot study provided a foundation upon which to code
the interviews conducted in the main study. Accordingly, in preparation for coding the main
study interviews, the set of codes that surfaced during the preliminary study were reviewed and
grouped into similar themes. This set of codes created a “start list” of codes that were used to
analyze the main study interview transcripts (Miles & Huberman, 1994).

Despite this initial list of codes, the first several interviews were analyzed using
microanalytic coding procedures (Strauss & Corbin, 1998). Recall that microanalysis involves a
word-by-word, sentence-by-sentence analysis with the researcher asking, What is the possible
range of meaning for this word, or phrase, or sentence? When commencing analysis,
researchers may employ this technique to quickly generate categories. This researcher
determined that beginning the analysis of the main study interviews with microanalysis

techniques was important for three reasons. First, a key feature of microanalysis is that it helps
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force the researcher to break away from his or her frame of reference and reduce the effects of
possible researcher bias. Not only was this researcher possibly influenced by the pre-existing
literature on competitor identification, but also could be biased by the analysis and results of the
pilot study interviews. One drawback to qualitative research is the effects of bias and the
possibility that during early stages of analysis that the researcher will draw premature
conclusions (Strauss & Corbin, 1998). With respect to this dissertation, a key concern was that
the results of the pilot study, coupled with the researcher’s perceptions of the existing literature,
could result in the researcher developing an erroneous theoretical model. Therefore, a decision
was made to begin the analysis of the main study interviews with microanalysis in order to
reduce the effects of bias by knocking this researcher out of his pre-existing frames of reference.
Second, microanalysis is an important initial step for orienting the researcher towards
seeking to understand the participant’s interpretation or frame of reference. When coding,
researchers must keep in mind that there are two levels of interpretation: (1) first-order or the
participant’s interpretation and (2) second-order or the researcher’s interpretation (Miles &
Huberman, 1994). A key purpose of microanalysis is to elicit first-order codes (or concepts) that
reflect the participant’s interpretation. Often, these types of codes either closely reflect the ideas
or concepts being conveyed by the participant or use the participant’s own words to label the
concepts being expressed (in vivo codes). As codes build up, the researcher will recognize that
groups of codes are either highly similar and can be recoded using a single label or that certain
codes can be grouped together under higher-order categories. The recognition of similarities
among codes and the ability to group them into higher-order categories marks the stage where
the researcher begins to develop second-order categories which start to reflect the researcher’s

interpretation of the participant’s interpretation. Once these second-order categories begin to
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form, coding transitions from microanalysis to open coding. The goals during this open coding
stage are: (1) to continue to look for new codes or concepts that may surface during subsequent
interviews which add to emerging theory, and (2) to code around the first-order and second-order
concepts in order to identify category properties and the dimensions along which a category
varies (Strauss & Corbin, 1998). Ultimately, the combination of the first- and second-order
codes forms the building blocks of the eventual theory.

Accordingly, this initial analysis stage focused on the microanalysis and open coding
procedures. The goal was to develop a set of second-order concepts that would provide the
foundation for the second part of the analysis. Before proceeding to the description of the
second stage, a few important points must be made about the first stage. First, for each
participant, all first interviews were analyzed and coded prior to the second interview. In
addition, this researcher attempted to stick to a rule of transcribing and coding each interview
prior to conducting subsequent interviews. More specifically, the goal was to avoid conducting a
subsequent first interview before analyzing the last first interview, and to avoid conducting a
subsequent second interview before analyzing the last second interview. Analyzing the
interviews in a progressive fashion is important because the analysis often reveals themes or
concepts that the researcher needs to investigate in subsequent interviews. This rule, however,
was at times difficult to follow. Recall that the sample comprised top level executives and the
interviewing protocol required them to commit to two separate interviews. Given each
executive’s busy schedule, it was not always possible to schedule an interview within a time
frame that would allow for the analysis of the prior transcript. While the rule could not be
followed all of the time, not coding transcripts prior to conducting subsequent interviews was

more of an exception than a common occurrence.
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Second, this researcher incorporated two procedures designed to increase confidence in
the trustworthiness of the study’s final results. The first procedural element involved the use of a
computer-based, qualitative data management program (Atlas.ti) to manage and analyze the
qualitative data that was collected (i.e., the interview transcripts). When designing a study,
researchers need to develop a plan to organize and manage the massive amounts of data collected
(Miles & Huberman, 1994). Given that this study produced over 400 pages of interview
transcripts, the ability to adequately organize and manage this volume of data was an initial
concern. Therefore, a decision was made to employ a qualitative data management program.

The second procedural element involved the incorporation of a second coder to assess the
accuracy or validity of this researcher’s coding scheme. The coder who was eventually
recruited, was selected due to his familiarity with qualitative methods and his past experience as
a second coder on other research projects. Prior to giving this second coder interview transcripts
for him to code, he was informed of the nature of this study and given a copy of the code list
developed during subsequent interview analysis. The second coder was instructed that he could
use the codes on the list to code the submitted transcripts, but was free to develop new codes if
necessary. Upon receiving these instructions, the additional coder coded the second interview
transcripts for participants five, eight and fifteen. After the second-coder finished his review, his
coded results were compared to the codes used by this researcher. In comparing coding results,
each selected interview was reviewed collaboratively and a record was made of the number of
times there was agreement and the number of times there was disagreement. This procedure was
adopted from Miles & Huberman (1994) in which the goal of incorporating a second coder is to
establish an inter-coder reliability rating calculated as follows: the number of agreements divided

by the total number of agreements plus disagreements. The coding reliability results yielded are
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as follows: 87.6% rating for Participant 5 (P5); 82.09% rating for Participant 8 (P8); and 86.93%
for Participant 15 (P15). Given that the results were all above 80%, this researcher is confident
in the accuracy and validity of the coding. Moreover, the second coder did not produce any new
codes and did not suggest any other alterations to the code list, which further increases
confidence in the analytic methods.

Finally, the coding list was revised several times during the course of the study. Revising
and editing the code list as the study evolves is not an unusual occurrence (Miles & Huberman,
1994). In fact, researchers expect to revise codes as codes are added over the course of the
analysis and as new insights are gained. The code list for this study underwent a major revision
prior to the second-coder beginning work on coding his first transcript. Recall that an initial start
list of codes was constructed prior to the start of the main study. After this researcher completed
the coding of both interviews for P5 and prior to utilizing the second coder, a decision was made
to review the list of codes that had been developed to that point. Key activities of this code
review were to develop initial definitions of each code and to group (or re-group) the codes into
common themes. The purpose of developing definitions was to make sure that this researcher
was applying the codes in a consistent manner. In addition, the construction of definitions was a
valuable exercise that required this researcher to take a step back from the up-close analysis
required of coding and consider the data being gathered from a conceptual level. After this
major review, the code list went through two other reviews throughout the remainder of the

study, which resulted in minor changes to the coding scheme.

4.3.3.2 Second Stage
The coding and analytical work conducted in the first stage of analysis provided the

foundation for the second stage of analysis. While the coding was valuable for surfacing themes
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and concepts that would become the building blocks of the eventual theory, continued use of this
procedure would have limited the ability to perform the conceptual work necessary to develop
the eventual theoretical model (Miles & Huberman, 1994). Qualitative studies can be variable-
oriented or case-oriented (Miles & Huberman, 1994). In variable-oriented studies, the focus is
on the concepts (variables) derived from coding and the relationship(s) among them. More
specifically, theory is built by comparing variables to each other and looking for evidence of
correlation. However, a drawback of this type of study is not knowing if the emerging theory fits
any particular case. In a case-oriented study, researchers develop stories or descriptions of each
case, and migrate to explanation or theory-building by examining the dynamics of what is
occurring within each case. In addition, researchers will build on this analysis and turn to cross-
case comparisons. During this phase, the goal is to develop and enrich the emerging theory by
looking for patterns, themes and associations across a series of cases.

With this study, a decision was made to use a combination of both the variable and case
oriented approaches. In the initial stage, coding was conducted with a goal of surfacing key
concepts or variables. The concepts that were surfaced would then lay the foundation for
conducting within-case analysis and eventually cross-case analysis. In order to transition from
the first (or coding) stage to this second stage, a series of tables and matrices were constructed
that would enable within-case and cross-case analysis. To quote Miles & Huberman:

You know what you display. Valid analysis requires, and is driven by,
displays that are focused enough to permit a viewing of a full data set in

the same location, and are arranged systematically to answer the research
questions at hand. (1994: 91-92).
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4.3.3.3 The Codes

One of the aspects of this study that affected the analysis was the structure of the
interview process. While the interview process changed over the course of the data collection to
reflect insights gained during coding, the general structure of the interviews did not change.
Appendix B contains an interview guide form for a typical interview (see Appendix B, pages
222-223). As evidenced by this form, the interview process was broken down into a series of
sub-interviews. These sub-interview can be described as follows: (1) Surface and interview
around the categorization scheme; (2) Surface and interview around OlI; (3) Surface and
interview around the economic perspective; and (4) Surface the repertory grid and interview to
understand the meaning of the constructs, how (and if) the constructs are connected to the
identity, the reason for the ratings that the participant gives to his or her own organization, and
the reason for the ratings given to the named competitors. Consequently, the concepts that were
developed during the coding process were influenced by this structure.

The development of the final code list did not end at the conclusion of the first stage.
What was produced at the end of the first stage was a thorough list of first-order and second-
order codes organized in a weakly developed structure. The structure (or grouping) of the codes
was not particularly well developed at the end of the first stage due to absence of more abstract
conceptual analysis. However, the conceptual analysis conducted during the second stage
provided the means to focus on the structure of the code list as this researcher worked towards
developing a theoretical model. So, while the analysis produced no new codes, the rest of the
coding scheme was developed during this later stage as a result of the insights gleaned from the

within and between case analysis (Lincoln & Guba, 1985; Miles & Huberman, 1994).
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4.3.3.4 The Tables

Three tables were created during the second stage of analysis.*> The first table represents
a categorization mental model, which contrasts the aggregate concepts from the code list and the
categories of each participant’s taxonomy. The second is a competitor table, which contrasts the
aggregate concepts from the code list with each participant’s named competitors. The third table
is designed to further analyze each participant’s organizational identity. Contrary to the first two
tables, this table contrasts the main identity interview questions with each construct of the
participants’ repertory grids. More specifically, the questions used to construct this table were:
(1) How is this construct or concept connected to your organization’s identity? (Note that this
questions was asked after having inquired of each participant as to whether or not any of the
constructs were connected to or expressed by the organization’s identity); (2) What is the
advantage of the preferred pole? (Depending on the rating, this question was sometimes

modified and the participant was asked, Why did you rate your organization a _(fill in the rating

given) on this dimension?); (3) What is the advantage, if any, of a firm positioning itself on the
opposite pole of the construct? In order to complete the charts, the coded chunks of text were
cut and pasted into the appropriate cells of the tables.

According to Miles & Huberman (1994), these three tables are considered meta-matrices.
A common problem in cross-case analysis is that the volume of data often collected hinders the
ability to compare cases in a systematic way. This study was no exception. Meta-matrices
provide a means to deal with this issue. Their construction requires the researcher to assemble

the data in a way that produces the coherence needed to conduct cross-case analysis. With

12 bue to the volume of information contained in these three tables, it is not practical to include these tables in this
discussion or in the appendices.
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respect to this study, the task of comparing and contrasting fifteen cases required the
construction of meta-matrices.

Once constructed, the meta-matrices were analyzed with three goals in mind. To begin
with, the ability to adequately describe the results and theoretical framework requires the
production of reader-friendly displays. A good reader-friendly display not only provides enough
detail to aid understanding but also helps bolster confidence in the study’s findings (Miles &
Huberman, 1994). As a practical matter, one cannot use a meta-matrix as a data display.
Therefore, a goal of this stage of the analysis was to continuously reduce the raw data of each
matrix in order to provide the means to produce reader-friendly displays as necessary. Second, it
was important to analyze the matrices in a manner that would produce a theoretical model
explaining managerial competitor identification. While this may seem to be a relatively
straightforward task, in practice it can be challenging because the emerging theory will not fit all
of the cases perfectly and not all data can be explained (Miles & Huberman, 1994). In fact,
attempting to explain everything is not advisable because doing so often results in a complex and
confusing theoretical framework (Eisenhardt, 1989). Instead, the objective is to analyze the data
in a manner that produces a parsimonious theoretical model that provides the best fit to the data
(Eisenhardt, 1989).

Working within the framework of these goals, the meta-matrices went through several
rounds of data reduction. Data reduction essentially involves a continual summarization and
refinement of the data within each cell (Miles & Huberman, 1994). In addition, a main objective
during data reduction was to produce a more thorough understanding of each case. In order to
accomplish this, short descriptions of every row and column were produced for each matrix. For

example, short summaries as to why each of the named competitors were identified as such were
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produced for each participant by analyzing the columns of the competitor matrix. These short
summaries provided a means to deepen this researcher’s understanding of each case as a separate
entity. Qualitative researchers often view the development of deep description as an important
step for providing a solid foundation for conducting high quality, cross-case analysis and
conceptual development (Eisenhardt, 1989).

In the final step of this stage, the analysis transitioned from within-case analysis to cross-
case analysis using a replication strategy (Yin, 2003). The use of a replication strategy requires a
researcher to develop a theoretical framework by testing the theory against each case in a
successive manner. More specifically, the emerging framework is applied to each case to
determine if the theory fits the case. While the replication strategy is an established procedure, a
key concern during this phase was drawing premature conclusions based on perceptions of
plausibility (Eisenhardt, 1989; Miles & Huberman, 1994). In order to prevent the production of
spurious results, a concerted effort was made to employ the replication strategy in such a manner
that this researcher continuously cycled between the data and the theory. In the end, the goal
was to assure that the theoretical framework was grounded in the data. In addition, to this
continuous cycling effort between the data and the theory, other cross-case comparison strategies
were used, including: (1) noting patterns and themes across cases; (2) producing additional tables
and charts designed to cluster data and explore patterns or themes that emerged from the data;
(3) using appropriate quantitative methods (including counting) to verify emerging theoretical
relationships; and (4) extracting groups of similar and dissimilar cases to contrast them for the

production of a richer theory (Miles & Huberman, 1994).
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44  SUMMARY OF METHODS

This chapter described in detail the methodology used for both the pilot and main studies.
For the most part, the pilot study methodology was retained for the main study. The
methodology employed by this researcher is consistent with those methodologies used in a
theory elaboration study. The repertory grid technique, semi-structured interview process and
the two-meeting format provided a structural foundation for the main study. Both qualitative and
quantitative data were gathered in an attempt to enrich the study’s findings. Data analysis
proceeded in two distinct stages. In the first stage, the interviews were analyzed using grounded-
theory building coding procedures. In the second stage, the coded interviews were converted
into tables in order to facilitate case analysis. The next chapter will explore the results of these

efforts.
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5.0  ANALYSIS AND RESULTS

The research questions addressed by this dissertation are: (1) Does organizational
identity influence which firms a manager identifies as the organization’s competitors? (2) If Ol
does influence managerial competitor identification, how does each of the three sub-models —
categorization, economic and organizational identity — influence which firms are identified by a
manager as the organization’s competitors? Accordingly, a central proposition advanced herein
is that organizational identity, as a managerial mental sub-model, has an affect on managerial
competitor identification. In support of this proposal, it is submitted that top managers in
organizations are more than likely highly identified with their organizations. If this proposition
IS true, theory suggests that highly identified managers will view the organization as a valued
aspect of their individual self-concepts (Dutton et al., 1994; Hogg & Terry, 2000). In turn,
identification means that the organization becomes a valued social label through which managers
seek to fulfill their self-enhancement, self-efficacy, self-continuity and self-distinctiveness needs
(Weick, 1995; Dutton et al., 1994). Moreover, this central proposition is further bolstered by
suggesting that highly identified managers will construe their environment through the
organizational identity lens (Dutton & Penner, 1993). This notion is supported by the
sensemaking perspective, which suggests that identity construction and maintenance are key

managerial preoccupations (Weick, 1995). In short, the first research question is concerned with
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not only discovering if identity plays a role in competitor identification, but also with how it
affects which firms are identified by managers as competitors of their organization.

While the identity argument introduced herein is appealing, it is made within the context
of existing theoretical frameworks: the categorization and economic views. These views each
attempt to explain (directly or indirectly) managerial competitor identification.  The
categorization perspective claims that a manager’s taxonomic mental model is the primary
cognitive vehicle through which competitor identification takes place (Porac & Thomas, 1990).
More specifically, it is claimed that managers identify their competitors by first locating their
own organization within a specified category of their industry taxonomy. Once located, other
firms are positioned in the various categories of the same taxonomy. Firms located within the
managers’ self-assigned category are then identified as the organization’s competitors. While
the categorization theory is conceptually appealing, the study by Picken (1995) demonstrates that
managers will identify firms in categories other than their self-assigned category as competitors.
Thus, it appears that the competitor identification process may be more multifaceted than the
categorization perspective implies.

The economic perspective suggests that managers will be more likely to identify a firm as
a competitor if the firm competes in common markets and possesses competencies that are
similar to the manager’s organization (Chen, 1996; Peteraf & Bergen, 2003). Although this
argument is logically appealing, there are some shortcomings associated with using it as the sole
explanation of the process of competitor identification. To begin with, the perspective has never
been applied to understand the process by which managers identify their organization’s
competitors. Moreover, Picken (1995) suggests that a generalizable definition of the competitor

label does not exist among managers or across organizations. Thus, the process of defining the
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competitor label is a subjective managerial phenomenon that is not adequately explained by the
economic perspective. Finally, an underlying and unstated premise of the economic perspective
is the need for managers to have an understanding of their organization in order to possess a
reference point from which to evaluate a firm’s similarity and capability. Again, the economic
perspective does not adequately address how a manager arrives at such an understanding.

Taken together, the economic and categorization perspectives offer frameworks designed
to explain competitor identification. But, as demonstrated herein, these frameworks are
incomplete in their ability to adequately describe this phenomenon. For this reason, an
additional goal of this dissertation is to determine what roles, if any, do the identity,

categorization and economic perspectives play in managerial competitor identification.

5.1 OVERVIEW OF ANALYSIS AND RESULTS

This chapter will present the results of the analysis. A new model of managerial
competitor identification has emerged. Thus, a discussion of the results is organized around this
new model. Since all three mental sub-models do play a role in the model of managerial
competitor identification, their contributions to the model will also be explored. However, this
exploration will reveal that the influence of these mental sub-models is different than what has
been explained previously.

To begin with, a new Model of CI is proposed which provides a basis for understanding
how a manager develops his or her organization’s competitor LSR. Competitor identification
can be described as a specialized type of sensemaking, involving the notion of plausibility

(Weick, 1995; Weick, et al., 2005). At the heart of the competitor sensemaking effort are two
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questions that appear to guide interpretation and facilitate the construction of plausibility. The
first question directs the manager to consider the likelihood of competition. The second question
managers seek to address concerns the outcome of such competition. Overall, if a firm is
identified as a competitor, a plausible explanation will adequately address the extent to which the
firm competes with the manager’s organization for similar customers and the firm’s ability to
win a competitive battle.

As will be illustrated, there are seven main components of the new model which impact
Competitor Closeness: Market Presence, Organizational Market Focus, Competitor Market
Focus, Competence Similarity, Competitive Interaction, Competitor Resources, and Competitor
Capability. The model is presented not only to further the understanding of the CI process, but
also to provide a useful tool in clarifying the roles of the three perspectives.

The role that a categorization scheme plays in the process of managerial competitor
identification has been redefined. First, a manager’s industry taxonomy does appear to represent
the set of firms that will initially be considered for the Market Presence test of the ClI Model. In
addition, it is proposed herein that managers will rely on their respective competitor
categorization schemes in situations where their ability to determine the meaning of a competitor
is hampered by a lack of specific evidence or information pertaining to that competitor. In cases
where such specific evidence or information is lacking, managers will fill in these information
gap deficiencies by relying on their more general understanding of the meaning assigned to the
category in which the firm resides.

With respect to the economic perspective, it may appear on the surface that it sufficiently

explains the process of Cl — especially given that the components of the CI Model are all
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economic concepts. However, the data suggests that there is more actually influencing the ClI
process than can be adequately explained by the economic perspective.

Finally, this researcher found evidence that organizational identity is connected to
competitor identification. First, the identification results strongly suggest that managers likely
make sense of their organization’s competitive environment through the organizational identity
lens. Accordingly, this lens affects how firms in the external environment (possible competitors)
are construed. In short, the evidence suggests that organizational identity is a fundamental
element of competitor sensemaking.

Specifically, this study links Ol to the following components of the ClI Model: Market
Presence, Organizational Market Focus and Competence Similarity. The fact that OI is
connected to markets and customers conforms to the notion that an organization’s identity is
constructed through interactions with its stakeholder groups. The fact that Ol is connected to
Competence Similarity means that an organization’s identity acts as a reference point that
managers can use to make or justify their choices pertaining to their organization’s
competencies. This justification provides a basis for explaining the organization’s legitimacy
which serves as an alternate means for a manager to construe his or her organization’s
distinctiveness. In turn, this distinctiveness is used to sensemake about potential and actual
competitors, answer the plausibility questions and define the competitor LSR.

In conclusion, this researcher found that all three perspectives — categorization, economic
and identity — do play a role in competitor identification. However, the role may not be the one
originally anticipated by the various perspectives. Accordingly, the remaining sections of this
chapter present the new Model of CI and examine the contributions of the categorization,

economic and identity perspectives to the CI process as depicted in the model.
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5.2 MODEL OF MANAGERIAL COMPETITOR IDENTIFICATION

A new model of managerial competitor identification has been developed as a result of
this study. Sensemaking is an important aspect of this model.*® In fact, competitor identification
can be described as a specialized type of sensemaking, involving the notion of plausibility
(Weick, 1995; Weick et al., 2005). Plausibility suggests that when managers are confronted with
an issue or a situation (disruption) that draws their attention, they will more than likely strive to
develop a plausible interpretation rather than an accurate one. The motive to seek plausibility
rather than accuracy can stem from pressures to act quickly coupled with the impossible task of
achieving accuracy in the face of a continuous stream of cues (Weick et al., 2005). Therefore,
the goal of plausibility is to seek an interpretation that is credible, acceptable and actionable
(Weick, 1995).

With respect to managerial competitor identification, this new model recognizes that
managers seek to develop logical, credible, plausible and acceptable interpretations of their
competitors. At the heart of their sensemaking effort are two questions that appear to guide
interpretation and facilitate the construction of plausibility. The first question directs the
manager to consider the likelihood of competition: How likely is it that our organization will

engage in a competitive situation or experience competition with this firm? The second question

3 This new model of managerial competitor identification differs from the proposed model of competitor

sensemaking presented in Chapter 2.0. The model proposed in Chapter 2.0 was initially offered as a basis to better
understand the possible roles of the three mental sub-models and the role of sensemaking in competitor
identification. The proposed model was offered prior to any investigation being made by this researcher. Thus, the
fact that a different model emerged from the study’s findings is not surprising. However, the model in Chapter 2.0
does offer a rudimentary understanding of the sensemaking process. While this dissertation does not formally
address the model presented in Chapter 2.0 in its entirety, the sensemaking perspective continues to be a valuable
framework for interpreting the results of this study.
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managers seek to address concerns the outcome of such competition: What is the likely outcome
if our organization engages in a competitive situation with the firm in question? If a firm is
identified as a competitor, the above discussion suggests that a plausible explanation will
adequately address the extent to which the firm competes with the manager’s organization for
similar customers and the firm’s ability to win a competitive battle.

Figure 6 presents the new Model of Managerial Competitor ldentification that has
emerged as a result of this study. As illustrated, there are seven main components of the new
model which influence Competitor Closeness: Market Presence, Organizational Market Focus,
Competitor Market Focus, Competence Similarity, Competitive Interaction, Competitor
Resources, and Competitor Capability. It is important to note, however, that this study was not
necessarily designed to elicit a model of Cl. Instead, the purpose of the study is to determine the
role that the three perspectives — identity, categorization and economic — play in Cl. However, in
the process of examining these three perspectives, a pattern was detected and thus, a new model
of the CI process has been developed. The model is presented not only to further the
understanding of the CI process, but also to provide a useful tool in clarifying the roles of the

three perspectives.

Figure 6: Model of Managerial Competitor Identification
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The CI Model is based upon the results of comparisons among and between the
participant’s organization and its named competitors, as opposed to comparisons among and
between the participant’s organization, its named competitors, and its non-competitors. Thus, a
more thorough investigation of the CI process should examine both competitors and non-
competitors. However, despite this limitation, the model does further the current understanding
of the CI process. Given that the model identifies factors which explain why a firm is named as
a competitor, the model also has implications for determining which firms comprise the
competitor set. Negative inferences can be drawn from these factors as to why some firms were
not identified by participants as competitors (i.e., why some firms in the market were labeled
non-competitors). Moreover, the firm which is ranked by the participant as the most distant
competitor marks the boundary of the competitor set. In short, understanding why a firm is
considered a closer or more distant competitor provides insights into why some firms are labeled
as competitors and others are not. Consequently, the propositions developed in light of the
model are predictions based upon why a firm would be viewed by a manager as a closer
competitor to his or her organization. However, taking into consideration the observations made
above, factors that lead a firm to be considered a closer competitor are also factors that lead a
firm to be included in the competitor set.

Accordingly, with respect to the new CI Model, each of the seven components and their
relationship to CI will be discussed in more detail in the following sections. The components of
the Model are the factors utilized by managers to identify a firm’s likelihood of being perceived
a close competitor (Competitor Closeness). Two case studies have been chosen as a discussion
tool to illustrate the CI process depicted in the new model. Thus, the data gathered from

Participant 1 (P1) and Participant 8 (P8) will be utilized, when applicable or appropriate, in the
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discussion of the model components to tell the story of how managers construct a plausible

interpretation of their competitors.

5.2.1 Market Presence

The Market Presence component of the model captures the concept that managers are
likely to identify a firm as a competitor if the firm is present in markets currently occupied by the
manager’s organization. The model depicts Market Presence as having a direct relationship to
Competitor Closeness. More specifically, this relationship considers Market Presence to be a
necessary condition for a firm to be labeled as a competitor, included in the competitor set and
ranked as a close competitor. However, it is important to note that if a firm is determined to be
present in the market, this determination alone does not automatically result in the firm being
labeled a competitor. Instead, as shown in the model, there are six other components that can
impact the relationship between Market Presence and Competitor Closeness. If present, these
other conditions increase the likelihood that a firm will be labeled as a closer competitor.

Upon analyzing the data, this researcher observed that Market Presence is a given, or a
common, underlying factor among competitors identified in this study. In fact, all competitors
named by a participant were present in a common market with that participant’s organization.
Accordingly, Market Presence seems to be a necessary, threshold condition in the CI process.

Recall that in terms of plausibility, a manager needs to construct an explanation to make
sense of his or her competitors. This explanation must consider the likelihood of competition
with a firm and the likely outcome of such competition. With respect to the plausibility
questions, the Market Presence component of the ClI Model is necessary, because in the absence
of Market Presence, there is no likelihood of competition.
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In support of the role that Market Presence plays in the Cl process, several aspects of the
study results should be noted. To begin with, no participant named a competitor from outside the
boundaries of his or her industry taxonomy. Thus, it appears that a participant’s industry
taxonomy depicts the set of firms that will initially be considered by managers as potential
competitors. Additionally, if a firm is not present in a manager’s market, it will be ignored for
purposes of competitor identification. For example, Participant 2 (P2) suggests that he does not
consider a financial services company located in Alaska to be a competitor because his
organization’s market is confined to western Pennsylvania. Consequently, the manner in which
a manager defines his or her market space can have implications for competitor identification.

However, Market Presence alone cannot adequately explain why participants include
certain firms in their competitor set. Stated differently, if Market Presence alone is a sufficient
criterion of competitor identification, then participants should have named many more
competitors than they did. Nonetheless, no participant identified all of the firms present in his or
her market as competitors. For example, when asked to identify his organization’s competitors,
Participant 7 (P7) used a local newspaper’s annual list of the largest accounting firms in western
Pennsylvania as a starting point. From this list of 25 firms, P7 only includes four firms in his
organization’s competitor set. Thus, this participant recognizes the presence of many other firms
in his organization’s market, but does not identify them as competitors. In a similar example,
Participant 4 (P4) indicates that there are other local firms present in his market which could
have been included in his organization’s competitor set. However, P4 also limits the number of
firms included in his competitor set to four, after dismissing these other firms. In short, the fact
that more firms are present in these participants’ markets than were actually named as

competitors indicates that other factors must influence CI.
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According to P8, one of the case study participants, his organization’s market is defined
by his product (trust services) and his market. Specifically, his organization operates in a fairly
broad marketplace defined by the amount of investment assets a client may want to place in a
trust for his organization to manage. Specifically, P8 defines his organization’s market as
comprising “small accounts” and “bigger accounts.” With respect to his named competitors, all
of these firms are present in P8’s market. In addition, given this broad market definition, many
firms meet the criterion of Market Presence, but were not included in the competitor set.
Similarly, P1 considers his organization to have a fairly broad market focus. A review of the
comments made by P1 about his competitors suggests that he perceives each competitor named
to be present in this broadly defined market, as they all offer some type of financial services to
individual investors.

Taken together, these results suggest that Market Presence is a necessary, but not
sufficient condition of CI. Instead, the criterion of Market Presence is a factor that must be
present, but alone does not ultimately determine which organizations are labeled as close
competitors. Accordingly, the relationship between Market Presence and Competitor Closeness
is described in the following proposition:

Proposition 1: Market Presence is a necessary condition of Competitor
Closeness, such that a firm must be perceived to be present in markets
occupied by a manager’s organization in order for it to be identified as a
close competitor.

Returning to the notion that Market Presence is a necessary threshold condition, the CI
Model suggests that the other six factors modify, in varying degrees, the relationship between
Market Presence and Competitor Closeness. In order to conceptualize this relationship, one must

consider that based on Market Presence alone there would obviously be many more firms to
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potentially include in the competitor set — too many for any manager to be able to meaningfully
understand or react to. This is because the competitor label (i.e., what it means to be a
competitor) would be so broadly defined as to not exclude any of the firms in the market. Given
that all of the participant’s competitor sets were subsets of the firms actually present in their
markets, it is logical to conclude that Market Presence is a necessary, but not sufficient,
condition of Cl. Moreover, Market Presence alone is not sufficient to address both of the
plausibility questions. The other six components of the model help with this task. Additionally,
these other six components serve as additional screening devices, filtering out less relevant firms

from the competitor set and establishing each competitor’s rank.

5.2.2 Organizational Market Focus

The Market Presence component of the model proposes that managers understand that
many organizations exist in their market space. However, according to the model, managers do
not label all of these organizations as competitors. Instead, they apply certain factors to select,
out of the sea of firms present in their market space, particular firms to be included in the
competitor set.

As illustrated in the model, one factor that can have an impact on this selection process
and, hence, competitor identification, is the market focus of the manager’s organization. In order
to define this concept, it is necessary to discuss two important aspects of this factor. First,
certain markets occupied by a manager’s organization may be considered more important than
others. Recall that the concept of Market Presence simply states that a firm is a candidate for
being identified as a competitor if it is present in markets currently served by the manager’s
organization. If an organization sees itself as serving only one market, then by default this
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market is important (or the most important). Referring back to the participant examples in the
last section, P1, P5, P8 and Participant 14 (P14) all fall into this category. Hence, any firm that
is detected to be present in their markets is a candidate for being labeled a competitor.

However, a manager’s organization may see itself as operating in multiple markets.
Moreover, they may separate these markets into those that are more important and those that are
less important. In other words, the concept of Organizational Market Focus builds on the notion
of Market Presence by suggesting that a manager’s organization may operate in multiple markets
and that the organization may not view all markets as equally important. Instead, while all
markets are important to a certain degree, the manager’s organization may consider some
markets to be more important than others. Second, once the manager’s organization has
identified its important markets, the sensemaking begins to center around the manager’s
perception as to whether a firm is present in markets important to his or her organization.
Accordingly, if a firm is (or the more that a firm is) present in markets important to the
manager’s organization, the more likely the firm is considered to be a closer competitor.

The logic behind why Organizational Market Focus affects competitor rank can be
understood by considering the plausibility questions. Specifically, the likelihood of engaging in
competition with a firm is increased if a firm is present in markets important to the manager’s
organization. Markets that are important to a manager’s organization will be more actively
pursued. Furthermore, these markets will receive most of the manager’s time and attention
which will likely lead to investments designed to increase the organization’s dedication to the
markets. Therefore, if a firm is present in a market important to the manager’s organization, the
likelihood that the organization will compete with this firm increases because the organization

will focus its time, attention and resources in active pursuit of customers in this important market
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space. It is important to understand that this component of the model is based upon what
markets are important from the perspective of the manager’s organization. It does not involve
the perception of what markets are important to the firm in question.

With respect to the participants, Participant 3 (P3) provides the best example to illustrate
how Organizational Market Focus affects competitor identification. During the interview, P3
identified the three markets that are important to his organization: construction, non-profit and
valuation. With respect to these markets, P3 says:

[T]hey are niches that generate a significant portion of our annual revenue

and so those areas are where we’re going to devote . . . more of our

education dollar, more of our recruiting dollar, more of our development

dollar, more of our expertise.
These three markets surfaced as constructs in P3’s repertory grid as shown in Table 8. In
addition to these RGT results, Table 9 contains a summary of P3’s comments regarding the
competitors who are present in these important markets.

With respect to the three constructs, the ratings represent the extent to which P3’s
organization and the named competitors are focused on these particular markets. Referring to
P3’s repertory grid, he gave his firm a rating of ‘3’ on each one of these constructs. Recall that
participants rated all of their named competitors on each construct using a scale of ‘1" to ‘7.
Each of the participant’s grids are arranged so that a rating of ‘1’ means that the participant
perceives his/her organization or the competitor as being completely on the left end of the
construct, while a rating of ‘7’ means that the organization or firm is located on the right side of
the construct. In the case of P3, a rating of ‘3’ on the Construction construct means that he

considers his organization to be between having a complete construction focus and no

construction focus, but slightly closer towards a construction focus.
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Table 8: P3’s Repertory Grid

Ratings Assigned by P3

High Investment Bank
Low Diversification
Small Clients
Non-traditional Clients

Low Investment Banking
High Diversification
Large Clients

Traditional Clients

=
=
LL
£ A N| M| < O ©| I~|
Constructs | &| O] O] ©f O] O O O] Of constructs
Construction | 3| 3|3 |7 |2 |1]6 |6 | 1| Non-construction
High Construction Expertise | 1 | 3 |3 |7 | 2|2 | 4|5 | 2 | Low Construction Expertise
Non-profit | 3 [ 3|3 |1 |5| 7|7 ]| 7] 6 | NotNon-profit
High Non-Profit Expertise | 1 [ 3 | 3|2 | 5|7 |5 | 6 |5 | LowNon-Profit Expertise
HighPrice | 3| 3|6 |7 |6 |3| 3] 3] 3| LowPrice
Valuation | 3 [ 2| 3|7 |66 3|16 | NoValuation
Large | 3 (2|16 |4|5|1|4|5]|Small
Realestate | 2 [ 3|3 |7 ]1]3 |4 ] 4] 3| NoReal Estate
HighSECWork | 4 |2 |1 |7 |7 |7 ]1]5]| 7| LowSECWork
11271 1]1]5[4]1
1]1]1]7(5|3]2|5]6
2(1]1|6]3]5[1]3]3
3(1]1]1]2]1(3]3]1

Note: Constructs generated by Laddering Technique denoted by italics.

With respect to his top two competitors (C1 and C2), P3 gave these firms ratings similar
to his organization. These ratings are consistent with the comments he makes in Table 9
concerning the presence of these competitors in his organization’s three important markets.
Accordingly, the RGT results and the comments reveal that the top two competitors are present
in all of P3’s important markets.

In contrast, the ratings given by P3 to C3 and C4 on these constructs reveal that these
firms are only present in one of these markets. Specifically, C3 was given a rating of ‘1’ on the
Non-Profit construct and ratings of ‘7’ on the Construction and Valuation constructs. This
means that C3 has a non-profit focus, but does not have any focus in the construction and

valuation markets. These ratings are consistent with P3’s comment about C3 in which he states
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that “they are big competitors in non-profit.” With respect to C4, it was given ratings of ‘1’ on
Construction and ‘7’ on Non-Profit and Valuation. These ratings are consistent with P3’s

observations that C4 is “real heavy in construction.”

Table 9: Selected Market Data for P3

Selected Market Data for

P3’s Organization Competitor Comments
P3 generated constructs relating to markets | C1 “They do everything we do...1°d
important to P3’s organization: say construction is one of their big
Construction, Non-Profit, and Valuation niche areas, not-for-profit would be

a big niche area...”
“...we have tax, accounting & auditing,

financial services, diversified medical C2 “...[we compete with them in the
management, and our [non-profit] areas of]...construction, not-for-
division...we have various industry groups profit, manufacturing.”

that we are expert within, we’ve built niches

in...probably our biggest is construction.” C3 “I mean they are a big competitor in

the not-for-profit.”
... we are doing work in the diversified

medical management arena for heath care C4 “These guys are real heavy in
institutions...” construction, as are we...”

“| think construction and not-for-profit are C5 “They’re almost exclusively
two very large areas. | think that the construction.”

valuation arena is very high.”

C6 “l don’t think they do any not-for-
profit or medical consulting. They
don’t have a big construction
practice. Tax, they’re big in;
accounting & auditing.”

Cc7 ...they’re huge in the business
valuation arena, and they do a lot of
manufacturing, real estate, so they
have a pretty strong practice in tax,
accounting & auditing...”

C8 “...principally construction for
cs...”
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Overall, these results illustrate that P3’s top two named competitors are present in
markets important to P3’s organization - more so than C3 and C4. With respect to the model,
P3’s case provides evidence to support the notion that the more that a competitor is present in
markets that are important to a manager’s organization, the more likely that this firm will be
considered a closer competitor.

Another example of this component of the model involves Participant 6 (P6). Consulting
shows up in P6’s repertory grid in the form of the Specialty Consulting/Commodity construct
(see Table 10 for P6’s repertory grid results). As demonstrated in Table 11, P6 identifies
consulting for business owners as an important market of his organization. According to P6, his
organization is attempting to move away from commodity services, which are traditional tax and
audit services performed by accounting firms, towards business consulting services for business
owners. Given his organization’s focus on the business consulting market, P6 considers C1 to be
a close competitor because P6’s organization is now focusing upon a new market in which C1 is
present. In the case of C2, P6’s organization is “trying to cherry pick [good clients] out of [C2’s]
markets.” These statements were interpreted as indicating that C1 and C2 are present in markets
which are important to P6’s organization and that their presence helped to form an impression
that C1 and C2 were the top competitors of P6’s organization. In contrast to these top two
competitors, C3 and C4 appear not to be present in the business consulting market or are present
to a lesser extent. More specifically, statements made by P6 about these competitors (see Table
11) suggest that C3 and C4 are present in the commodity services market, which is a market that

is less important to P6’s organizations.

113



Table 10: P6’s Repertory Grid

Ratings Assigned by P6

S
=
i
.U)
© — o ™ <t [Te)
Constructs | & | © | © | © | O | O | congtructs
Client Service Focus | 1 6 6 4 4 2 | Client Gathering Focus
Fee Notan Issue | 2 5 5 5 5 1 | Loss Leader
Smaller | 2 5 5 3 3 7 | Larger
Local (North Hills) | 2 4 4 2 3 7 | Regional
Consulting (Specialty) | 1 5 6 6 7 2 | Commodity
Young (Dynamic) | 1 4 4 2 7 7 | Old School
Journeyman Staff | 2 4 4 3 1 7 | Superstar Staff
Continuity | 1 4 4 4 4 4 | Lack of Continuity

Note: Constructs generated by Laddering Technique denoted by italics.

In a final example of Organizational Market Focus, Participant 13 (P13) comments:

[O]ur market [has] currently moved from that middle market to the larger

middle market or the publicly traded [firms], and that’s where the big

firms are. So, most of our opportunities - seven of ten opportunities - are

probably coming from publicly traded or very, very large clients that we

typically did not service.
Of his named competitors, C1, C2 and C3 are considered by P13 to be “big firms” who are
present in the “larger middle market.” On the contrary, C4 and C5 are both small regional
players and are predominately present in the “mid-market, perhaps the mid-market to low-end
mid-market.” P13 states that a reason why C1, C2 and C3 are seen as the main competitors of
his organization is because they are present in a market space that is currently important to his

organization. However, like P6, he identifies two additional competitors, C4 and C5, who are

present in the less important middle, closely-held business market.
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Table 11: Selected Market Data for P6

Selected Market Data for

them run their business.”

“In our mix of services, auditing is maybe
159%.

P6’s Organization Competitor Comments

“...[we are] a problem-solving, business- | C1 “We are tapping into their markets or markets

solution oriented firm. Much of our work where we overlay.”

is strategizing with the business owner,

finding solutions to their problems. | C2 “We’re trying to cherry pick out of their

think too many accounting firms you get markets some of the real good clients that may

into, well, we do these five things and we not have been serviced that well.”

follow these checklists. | would say we’re

not into that. It’s more business C3 “...1 see them dabbing more in financial

thinking...you know, providing solutions statements and audits; fifty percent, sixty

to business problems and business percent of their business is financial

strategies.” statements, forty percent’s tax; we only have
twenty percent financial statements; the things

“...we call that consulting. You know, you can do each year that are off the checklist.

it’s really business consulting. We help And we’re trying to do things other than that

them try to solve their business problems. checklist here.”

We help them run their quarterly board

meetings. You know, it’s more helping c4 “I mean we don’t really compete, but they’re in

the same market.”

“In our mix of services, auditing is maybe
15%. In their firm, it might be 50%.”

Taken together, these results support the proposition that the more that a firm is present in

markets that are important to a manager’s organization the more likely it will be seen as a closer

competitor.

necessary condition of the CI process. More specifically, P6 and P13 named competitors that
appear to not be present in markets that are important to their organizations and instead are
present in less important markets. The inclusion of these firms in the competitor set suggests
that a firm does not have to be present only in markets that are important to the manager’s
organization in order to be identified as a competitor. Furthermore, these results suggest that

managers are likely to consider all the markets served by their organization as somewhat

However, this data also suggests that Organizational Market presence is not a

important, with certain markets being more important than others.
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The following proposition describes the relationship between Organizational Market
Focus and the likelihood that a firm will be seen as a close competitor:
Proposition 2: Organizational Market Focus modifies the relationship
between Market Presence and Competitor Closeness, such that the more a
firm is perceived to be present in markets important to the manager’s

organization, the more likely that the firm will be identified as a close
competitor.

5.2.3 Competitor Market Focus

The concept of Organizational Market Focus takes into consideration how important
certain markets are to a manager’s organization. Competitor Market Focus is a similar concept,
except that it suggests that managers can detect how important their organizations’ markets are to
competitors. Moreover, perceptions as to Competitor Market Focus also influences whether a
firm is considered a close or more distant competitor.

The logic behind why Competitor Market Focus affects competitor rank can also be
understood by considering the plausibility questions. Specifically, the likelihood of engaging in
competition with a firm increases if both the manager’s organization and the competitor firm
focus on the same markets. Additionally, in the situation where a competitor places importance
on a market, one would expect the competitor to not only direct its time and attention to this
market, but would also expect the competitor to dedicate resources to this market. It would also
be logical to conclude that this competitor would be actively seeking to compete for customers
that comprise this market. Consequently, if a firm is present in markets that are important to a

manager’s organization and the manager perceives that these markets are also important to the
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firm, then this condition will increase the likelihood of such firm being considered a closer
competitor.

Conversely, if the competitor is perceived as placing less emphasis on these markets, then
it is logical to assume that the competitor is less active therein and is not likely to invest the time
and resources to adequately compete. This, in turn, will lead a manager to plausibly assume a
lower likelihood of engaging in competition with this firm. With respect to the model, if a
manager perceives that the markets important to his or her organization are not important to the
competitor, then this condition leads to such firm being perceived as a more distant competitor.

Returning to the analysis of P3’s data, the comments made by this participant in Table 9
demonstrate how Competitor Market Focus can impact the CI process. With respect to C1, P3
says that “construction is one of [C1’s] big niche areas” and “not-for-profit would [also] be a big
niche for [C1].” These comments illustrate that P3 perceives C1 to be focused on the
construction and non-profit markets. Similarly, comments made by P3 about C3, C4 and C5
suggest that these firms are also focused on markets important to P3’s organization. Specifically,
he states that C3 is “a big competitor in the not-for-profit” market, C4 is “real heavy in
construction” and C5 is “almost exclusively [in] construction.”

However, the comment made by P3 about C2 does not contain information that would
indicate whether C2 is focused (or not focused) on the construction and non-profit markets.
Instead, P3 simply states that his organization competes with C2 in these two areas. In a similar
example, the comments made by P6 illustrated in Table 11 also do not mention whether C1 and
C2 are focused on the business consulting market.

Three important conclusions can be drawn from these results. First, the absence of a

comment about a firm’s market focus - as in the descriptions given by P3 about C2 and by P6
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about C1 and C2 - means that Competitor Market Focus is not a necessary condition of the Cl
process. Second, the comments made by P3 about C1, C3, C4 and C5 indicate that these
competitors are focused on markets important to P3’s organization. With respect to competitor
closeness however, C1 is present and focused in more of P3’s important markets than the other
competitors. Therefore, P3’s perception of C1’s market focus provides additional information
that contributes to C1 being seen as its closest competitor. Under these conditions, a firm that is
focused on markets important to the manager’s organization may confirm or bolster a manager’s
perception that the firm is a closer competitor.

Third, the comments made by P3 regarding C2 and by P6 concerning C1 and C2 provide
evidence that these participants have not factored Competitor Market Focus into their
perceptions of these organizations. On one hand, this result indicates that perceptions of
Competitor Market Focus are not necessary to conclude that a firm is a close competitor. On the
other hand, however, the absence of comments regarding market focus does not necessarily
mean that a participant concluded that the competitors are not focused on the same market(s).
Instead, the fact that these firms are considered competitors means that the participants are more
than likely making an assumption that these competitors are focused on these markets. In other
words, the results suggest that when a manager lacks information to determine if a competitor,
who is present in markets important to the manager’s organization, is focused on these markets,
then he or she will operate on the assumption that the market is important (or at least somewhat
important) to this competitor. However, if a manager detects evidence that a firm is not focused
or is not as focused on markets that are important to his or her organization, then this perception

may result in such a firm being considered a more distant competitor.
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In order to better understand this last point, a review of P1’s and P8’s cases is helpful.
The results for these participants provide evidence to suggest that if a competitor is perceived not
to be focused on markets important to the participant’s organization, then the firm will be
considered a more distant competitor. First, Table 12 contains statements made by P1 with
respect to C5, C8 and C9. As indicated, C5 is present in P1’s market. P1 perceives this market
as being important to his organization and is focused broadly therein. However, C5 is not
focused on this market in the same manner as P1’s organization. Instead C5 is focused on a
smaller portion of this market — the very wealthy segment. Hence, while C5 is present in a
market important to P1, the perception of C5’s lack of focus on the whole market, partly
accounts for why this firm is considered the fifth closest competitor.

In addition, the rankings that P1 gave to C8 and C9 were also influenced by perceptions
of these competitors’ market focus. Again, these firms are perceived by P1 to have a presence in
his organization’s important market. In fact, according to the comments made by P1, C9 is
perceived by P1 to have a large presence in the retiree market, which is a component of the
market important to P1’s organization. However, the comments made by P1 indicate that C9
possesses a national, rather than regional, market focus. This is significant because, as illustrated
in P1’s repertory grid (see Table 13 and the Regional/National construct), P1 considers his own
organization to have a regional market focus. Accordingly, this competitor’s lack of regional

market focus contributes to C9 being considered a more distant competitor.
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Table 12: Selected Market Data for P1

Selected Market Data for

P1’s Organization Competitor Comments
P1 generated construct relating to markets: C5 “My tendency to think is that on the
Individual Clients/Corporate (Business) Clients investment side, they still probably

only want the very wealthy.”
“We work with mainly what I call mid-sized

accounts - average-sized account is probably about C8 “I think they are primarily trying to
$350,000 in liquid assets, but we work with 1800 offer investment solutions to very
families and the accounts that range from, you fee sensitive clients, cost conscious
know, thousands of dollars to tens of millions of clients.”
dollars.”

C9 “[C9] is still relying primarily on
“I think for us because we have not defined advertising national exposure and
ourselves as a narrow niche player. You know, we they don’t have as strong a regional
haven’t said that we’re only going to work with component...[C9], I’'m sure,
doctors or we’re only going to work with probably has some representatives
pediatricians....l think the fact that we deal with in an office in town, but I still think
1800 families, that we will work with anyone within they are relying on their 800 number
reason, you know, as long as they’re a good fit and and their national market.”

we can help them...”

Table 13: P1’s Repertory Grid

Ratings Assigned by P1

S
L
=
P o
| ] N| M| I W ©] | O O
Constructs | & ©| ©| ©] ©| ©| ©] ©] ©| O] O constructs
Comprehensive planning [ 2 | 3|13 |3 |4 [1]3]|4]4]|4]5 | Non-comprehensive planning
Small/midsizecompany | 1 |1 |2 |11 [4[2]|2]|4]5]5 ] Larger company
Highcost |2 |2 | 5|23 |2[4[3|6]3] 3] Lowecost
Individual clients | 1 | 32|22 |3|3|3]|4]|5]|5 | Corp/business clients
Long-term/fee-based | 1 |4 |3 |3 |2 | 1[4 [4] 2] 3] 3 | Transaction-based/brokerage
Regional | 1 [ 2|1 |1]|1]|5|3[4|7]7]| 4| National
Smallscale [ 1|22 |1 |1|6|4|5]|7]|7]|4 ] Largescale
High visibility | 4 | 3 [ 3|6 |3 | 1|4 |5]|2]| 1| 3| Lowvisibility
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Similarly, from a review of ratings assigned to C8 along the Regional/National construct,
it is understood that P1 perceives C8 to also have a national focus. In addition, the comments
that P1 makes about C8 (see Table 12) indicate that C8 is focused on “very fee sensitive clients,
cost conscious clients.” According to the High Cost/Low Cost construct of P1’s repertory grid,
P1 considers himself to be a high cost firm, which means that the “fee-sensitive, cost conscious”
market is not one that is important to P1’s organization. Furthermore, P1’s perception that C8 is
focused on the low-cost market, coupled with its national focus, contributes to P1 considering
this firm to be a more distant competitor.

Returning to the results generated by an analysis of P8’s data, recall that this participant’s
market is defined by his product (trust services) and his market (which is comprised of both
“small accounts” and “bigger accounts”). In further defining his organization’s market, P8 says,
“We won’t just take [any account] though, but we will take [accounts] that these big companies
won’t.”  With respect to C2, C3 and C5, all of these competitors are present in P8’s broadly
defined market. However, P8’s perceptions of the market focus of these firms contribute to their
competitor ranking. First, C2 and C3 are “big” companies that, according to P8, reject or do not
accept certain accounts. P8’s perception of these organizations is demonstrated in Table 14. P8
states that these competitors “seem to have the highest benchmark in accepting new business.”
In other words, C2 and C3 are not focused on the same broad market segment as P8’s
organization, but instead possess a narrower focus on “big” accounts. In turn, this perception

partly explains why these firms are ranked lower than C1 and thus, are more distant competitors.
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Table 14: Selected Market Data for P8

Selected Market Data for

P8’s Organization Competitor Comments
P8 broadly describes his market as the C2&C3 “I think [C3] is the most choosy trust company
trust services market. out there. They seem to have the highest
benchmark in accepting new business. You
His organization services both “small know, [C2] is probably second...”

accounts” and “bigger accounts”
“Well, | think some clients need different

In further defining his organization’s levels of services. For example, some clients
market, P8 says, “We won’t just take will come in and say, we have an investment
[any account]...but we will take advisor and we want to stay with that
[accounts] that these big companies investment advisor...And [C3], unless they’re
won’t.” huge, won’t work with them. [C2], | think
same way, they won’t work unless it’s big
enough.”
C5 “| just think they will try to accommodate

anything, if they can. And that’s based on some
of the things we know, some of the things we
hear. We’ll refer work to [C5]. If it’s not
acceptable to us, we’ll hand it over to [C5] to
see if they will, you know, just to see if they’d
accept it.”

In addition, statements made by P8 about C5 indicate that this competitor does not
necessarily possess a market focus similar to P8. As illustrated in Table 14, P8 states that C5
“will try to accommodate anything, if they can.” According to the market definition of P8’s
organization, its market focus is more restricted than C5’s market focus. Furthermore, the
comments made by P8 with respect to C5 suggest that this competitor, while present in P8’s
market, is focused on a segment of the market that is not part of the market focus of P8’s
organization. Accordingly, C5’s lack of focus on markets important to P8’s organization partly
accounts for why this firm is viewed as a more distant competitor.

Comparing and contrasting the cases above provides the means to determine how
Competitor Market Focus affects the Cl process. The data suggests that if a firm is present in

and focused upon markets important to a manager’s organization, then such firm will be
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perceived as a closer competitor. Furthermore, Competitor Market Focus does not appear to be a
factor that is necessary for a participant to consider a firm to be a close competitor. However,
the results for P1 and P8 suggest that if a manager perceives that a competitor is not focused (or
is not as focused) upon markets important to his or her organization, then this condition will lead
to a lower competitor ranking. Given the evidence that Competitor Market Focus is not a
necessary condition for a firm to be viewed as a close competitor and the propensity for
participants to see firms which are less focused (or not similarly focused) on markets important
to their organizations as more distant competitors, the following proposition is offered to explain
the relationship between Competitor Market Focus and Competitor Closeness:

Proposition 3: Competitor Market Focus modifies the relationship

between Market Presence and Competitor Closeness, such that the less a

firm is perceived to be focused on markets important to the manager’s

organization, the more likely that a firm will be identified as a more
distant competitor.

5.2.4 Competitive Interaction

Competitive Interaction is defined as the frequency with which a manager’s organization
experiences either direct of indirect forms of interaction with a firm in a common market. The
competitive interaction can be direct such as when the manager’s organization engages in head-
to-head competition with a firm and customers are won or lost. Indirect Competitive Interactions
occur when the manager’s organization is confronted incidentally by a firm’s activity in a
common market. With respect to this study, advertising is the dominant form of indirect

interaction in which firms seek to attract customers.
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The frequency with which a manager’s firm experiences direct or indirect forms of
competition with a firm can have an impact on competitor rank. Specifically, the more frequent
the competitive interaction with a firm, the more likely that the firm will be viewed as a closer
competitor. Conversely, if a competitor exhibits infrequent competitive activity, or if a manager
perceives that his or her organization never engages in direct or indirect competition with a firm,
then it is more likely that the firm will receive a lower competitor ranking.

Competitive Interaction provides a manager with information to assist in answering the
plausibility questions. If a manager’s organization experiences frequent competitive interaction
with a firm, then it is logical to conclude that this trend will continue in the future. If past
activity is infrequent or nonexistent, then this may lead a manager to conclude that the likelihood
of experiencing competition with this firm is low. Thus, the more frequent the competitive
interaction with a particular firm, the more likely that the firm will be considered a closer
competitor. However, Competitive Interaction is not a necessary condition of competitor
identification, since it is not a factor present in explaining the rank of each of the participant’s
named competitors.

For ease of understanding, the discussion of the data presented below is divided into two
parts - Direct Competitive Interaction and Indirect Competitive Interaction. Examples are
provided for each of the types of interaction. However, the presentation of the data in this
manner is not meant to suggest that these two parts represent separate components of the Cl
Model. Instead, Competitive Interaction, as a CI Model component, is meant to describe both

direct and indirect competitive activity.
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5.2.4.1 Direct Competitive Interaction

P3 provides a good example to illustrate how direct Competitive Interaction can influence
the competitor rankings. In particular, the higher frequency of competitive interactions with C1,
C2 and C4 partly accounts for these firms being viewed as closer competitors; while the
infrequency of direct Competitive Interaction with C6 andC7 partly explains the reason these
firms are considered to be more distant competitors. With respect to C2, P3 says that “we
compete head-to-head in the construction industry a lot, and we compete head-to-head in the not-
for-profit industry a lot.” When asked why C1 is a competitor P3 states, “Only because we run
up against them on bid proposals more often than not.” As for C4, he states, “we compete with
[C4] in virtually every construction bid that we do.” Conversely, P3 suggests that his
organization infrequently engages in direct competition with C6 and C7. Specifically, he states
that C6 is seen “periodically” and that his organization “seldom” competes head-to-head with
C7.

Moreover, the lack of evidence concerning direct competition with C8 appears to account
for why it is viewed as the most distant competitor of P3’s organization. During the interview,
P3 disclosed that C8 possesses a high degree of expertise in the construction industry. In fact,
the owner of C8 is widely known as a scholar and expert in the construction industry. This
expertise is reflected in the rating P3 gives C8 on the Construction Expertise construct of his
repertory grid (see Table 8). Considering C8’s rating on this construct, especially when
compared to the other named competitors, one would anticipate that C8 should be viewed as a
closer competitor. However, the lack of direct competitive interaction with C8 appears to have

played a strong role in creating the perception that C8 is a distant competitor.
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Perceptions of the frequency of direct competitive interaction can also be established if
the manager’s organization is targeting markets currently occupied by the named competitors.
For example, Participant 12 (P12) suggests that his top three named competitors are viewed as
closer competitors because, “we will run into them more because, obviously, we’re trying to get
their customers.” In contrast, he makes the following statement about C7 and C8, “Again, [C7]
and [C8] are not real players that | run into on a day-in and day-out basis.” This observation
appears to influence why P12 considers C7 and C8 to be more distant competitors.

Similarly, the manner in which P13 ranks his named competitors is influenced by the
frequency of competitive interaction. When talking about competitors, P13 indicates that he
frequently sees C4 and C5 in competitive situations when he asserts, “We see C4 every proposal
opportunity we have . .. I’d say [that C5 is] pretty much the same.” However, when discussing
the top three competitors of his organization, P13 indicates that his organization is more likely to
see C1, C2 and C3 in a proposal situation, as opposed to C4 and C5. Moreover, he states,
“We’re doing more competition against the C1 clients, less against C2, and little against C3.”
He suggests that a key reason his organization experiences a higher frequency of direct
competitive interaction with C1, C2 and C3 is that P13’s market focus has shifted from the
“middle-market” (which is the market focus of C4 and C5) to the “the larger middle . . . or the
publicly traded [market and] that’s where the big firms are.” So, while P13’s organization does
see C4 and C5, they are seen more frequently in markets less important to P13’s organization.
His organization’s closer competitors (C1, C2 and C3) are seen more frequently in markets that
are also important to P13’s organization.

In the case of P8, he indicates that his organization experiences the most frequent direct

interaction with C2, which partly explains why this firm is considered the second closest
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competitor. In comparing C2 to C3, he states, “We seem to run into [C2] more than we do
[C3] ... If we’re competing for something, [C2’s] name comes up more than [C3’s] .. ..”
However, while direct Competitive Interaction and competitor rank appear to be
positively correlated, this is not always the case. For example, in explaining the frequency of
interaction with some of his other competitors, P8 indicates that he sees C2 and C5 more
frequently than C1. With respect to C5, the reason why the frequency of interaction does not
lead to a perception that this firm is a closer competitor is that the interaction takes place in
markets that are unimportant to P8’s organization. Furthermore, C1 is viewed as the closest
competitor of P8’s organization because this competitor not only competes in markets important
to P8’s firm, but it is also the most similar to P8’s firm. These conditions are what account for
C1 being viewed as a closer competitor than C2, despite P8’s perception that his organization

experiences more frequent direct competitive interaction with C2.

5.2.4.2 Indirect Competitive Interaction
Recall that indirect Competitive Interaction refers to any activity in which a competitor

seeks to attract customers through indirect means. For example, P1 mentions that he sees C1
“advertising financial planning, long-term consistency [and] long-term stability.” This indirect
activity partly explains why C1 is considered by P1 to be his organization’s closest competitor,
despite C1 being less similar to P1’s organization than C2 and C3. However, C2 does engage in
indirect competitive activity as evidenced by P1’s comment:

[Y]ou know, [C2’s] got an ad in particular right now. . . . [They] advertise

[that his firm has a high level of] satisfied clients . . . [by stating in his ad

that ] 99.58% of all his clients are still his clients.

When you compare C1’s and C2’s level of indirect activity to that of P1’s other named

competitors, the results suggest that the more frequent indirect Competitive Interaction exhibited
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by these two firms accounts, in part, for the reason they are considered closer competitors than
C3, C6 and C7. In the case of C3, P1 states that, “[C3] does very little advertising that I’ve
seen.” For C6, he mentions, “[C6 hasn’t] advertised [of late] at all . . . . They’ve almost fallen
off the face of the earth in my eyes.” With respect to C7, he says, “l haven’t seen much
advertising at all. 1 never really did. |1 mean they stay very quiet . . ..”

Further examples of how indirect Competitive Interaction affects competitor rank can be
found in the analysis of the data for P14 and P5. First, when asked the reason C1 is considered
the closest competitor, P14 responds, “It’s really more of a perception than anything, but I . . .
think that [C1] has done a good job in marketing themselves.” This comment indicates that C1
engages in indirect competitive activity, which factors into it being named P14’s closest
competitor.

Second, when P5 is asked to explain why he names C5, C6, C7, C8 and C9 as
competitors, he replies that it is due to the frequency of activity exhibited by these organizations.
With respect to C5 and C6, these competitors engage in two forms of indirect competition:
advertising and cross-selling. Specifically, P5 states that, “You can’t turn on the television or
open the newspaper without seeing a [C5] or a [C6] . . . ad.” In order to illustrate cross-selling,
P5 relates a personal experience he had with one of these competitors:

I had a larger than average [checking account] balance . . . . | got a call
from somebody [at C5’s firm], where | had my checking account . . . .
Well, 1 knew what they were calling about and | said, “No, I’m not
interested in investing the money [with you].” . . . [C5 and C6] scour . . .
[their customers’] checking accounts to see if they can’t capture somebody
for their investment products. So, again, it’s the attack on the

marketplace, the frequency, whether it be advertising or whether it be the
opportunity to [cross-sell].
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As for C7, C8 and C9, they also engage in various forms of indirect competitive activities
relating to advertisements - what P5 refers to as direct outreach and convention center talks.
When explaining why he considers C7, C8 and C9 to be aggressive, P5 states:
Aggressiveness . . . [involves] repetitive attacks on the marketplace . . .
that would be in the form of advertising as well as direct outreach
initiatives. . . . You’re going to see the highest degree of convention center
talks coming out of the brokerage firms.
In terms of competitor rank, the level of indirect Competitive Interaction that P5 experiences

with these competitors partly explains why they are considered closer competitors than C10, C11

and C12.

5.2.4.3 Summary of Competitive Interaction

In summary, the frequency with which a manager’s organization experiences direct or
indirect forms of competitive interaction with a firm can have an impact on Competitor
Closeness. Specifically, the more frequent the Competitive Interaction with a certain firm, the
more likely that this firm will be viewed as a closer competitor. Conversely, if a firm exhibits
infrequent Competitive Interaction, or if a manager perceives that his or her organization never
engages in direct or indirect competition with a firm, then it is more likely that the firm will
receive a lower ranking and be seen as a more distant competitor. This Competitive Interaction
component of the Cl Model strikes at the heart of the first plausibility question concerning the
likelihood of competition. However, Competitive Interaction is not a necessary condition of
competitor identification, since it is not a factor present in explaining the rank of each of the
participant’s named competitors. Accordingly, the following proposition is offered to explain

the relationship between Competitive Interaction and Competitor Closeness:
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Proposition 4: Competitive Interaction modifies the relationship between
Market Presence and Competitor Closeness, such that the more a firm is
perceived to frequently engage in direct or indirect competitive activity
with the manager’s organization, the more likely that the firm will be
identified as a close competitor.

5.2.5 Competence Similarity

Competence Similarity is defined as the degree to which a competitor possesses
competencies that are similar to those of the manager’s organization. Recall that part of the data
collection procedures involved interviewing each participant about their RGT results.
Accordingly, participants were asked to explain the ratings they gave to their own organizations
for each construct identified. In addition, for each construct, participants were asked which side
of the construct does their organization prefer to operate upon and why do they prefer this
position on the construct. Upon a review of this data, a pattern was detected in which almost all
participants explain their choice of one side of the construct over the other as providing a
competitive advantage. Moreover, the constructs elicited by participants often describe product
features, activities performed by their organizations, or concepts which create value for
customers in their target markets. In using a combination of these factors - product features,
organizational activities and value creation - to describe how certain constructs create a
competitive advantage for their organizations, participants are essentially using factors that are
consistent with the resource-based view (RBV) of the firm (Barney, 1991). More specifically, a
combination of these constructs defines for the participant those aspects of his or her

organization which are unique and provide the means to attain a competitive advantage.
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This practice can be supported in RBV literature. In developing the RBV of the firm,
Wernerfelt (1984: 171) states that, “resources and products are two sides of the same coin.” In
making this connection, Wernerfelt observes that products are the manifestation of the
application of a firm’s resources during the course of production. Moreover, resources are
broadly defined by RBV as any factor of production, specific type of knowledge or competence
that affects a firm’s ability to attain a competitive advantage (Barney, 1991; Wernerfelt, 1984).
However, the definitions offered by Teece, Pisano & Shuen (1997) distinguish between
competencies and resources. These authors define competencies as distinctive organizational
routines or activities that span individuals and departments. Overall, the RBV proposes that
competencies can lead to a competitive advantage when they meet the conditions of uniqueness
and value creation (Barney, 1991).

With respect to the plausibility questions, the notion of Competence Similarity is
important because it speaks to a manager’s ability to effectively compete in the marketplace.
Essentially, from the manager’s perspective, the more similar a firm is to his or her organization
on these competence dimensions, the less certain the manager will be regarding the outcome of a
competitive interaction. When considering such a competitive interaction, P5 states, “I’m going
to find my stiffest competition from a [competitor with a] similar business model.” Therefore,
the more that a competitor is similar to a manager’s organization in terms of competencies, the
more likely this firm will be considered a closer competitor.

An example of how Competence Similarity affects Competitor Closeness can be seen in
the case of Participant 10 (P10) and his repertory grid (see Table 15). The dimensions that
reflect P10’s competencies are Comprehensive Service/Product Distribution, High-End

Financial Planning/Low-End Financial Planning, High Sophisticated Investment
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Management/Low Sophisticated Investment Management and Fee-Only/Commissions. The
descriptions of these constructs are reported in Table 16. Focusing on P10’s repertory grid, the
ratings he has given to his firm and C1 are fairly similar along these dimensions. Moreover, P10
indicates, “l would say our closest competitor in what we do is [C1]. He further states, “I see
[C1] as the main [competitor], because they do a lot of the same things we do.” Given these

results, C1’s similarity to P10’s organization in terms of competencies accounts for why P10

identifies this organization as his closest competitor.

Table 15: P10’s Repertory Grid

Ratings Assigned by P10

Constructs

Comprehensive Service

Not Develop Own Product
High-End Financial Planning
High Sophisticated Inv Mgmt
Mutual Funds

Fee-Only

High Expertise and Planning

e[| P10°s Firm

N[, |w[N—o] CL

ol|lo|lo|w|o|~|~| C2

r~|w|o|s|o|o| C3

v~ |la|lo|s] C4

N |w|~w— |~ C5
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Product Distribution
Develop Own Product
Low-End Financial Planning
Low Sophisticated Inv Mgmt
Individual Equities
Commissions

Low Expertise and Planning



Table 16: Description of P10’s Competency Constructs

Competency Constructs P10’s Explanation of Competency Constructs

Comprehensive Service/ | “Comprehensive service...means...we do normal financial planning, you know,
Product Distribution planning for people’s retirement...funding children’s educations, but it also means
interacting with the financial aid office, if necessary, to assist a client in supplying
the right documents to the financial aid office...if an elderly client needs help with
a long-distance service, finding the cheapest one...It also means, you know, [if] a
client wants to buy land in California, we’ll assist them in getting the financing.”

High-End Financial “Well, we think that’s important to address the kind of clientele we have...as you

Planning/Low-End go upscale in dealing with clients that own businesses, that own medical practices,

Financial Planning that have complicated finances, that have several million dollars, and perhaps
even twenty million dollars, you have to come up with more complex solutions to

High Expertise and complex situations.”

Planning/Low Expertise

and Planning

High Sophisticated “...our investment committee probably spends five to seven hours a week just

Investment Management/ | reading...plus we typically have a three-hour meeting a week to discuss those

Low Sophisticated readings...in addition to all the detailed work we do in terms of interviewing

Investment Management | portfolio managers...I think we bring a more sophisticated solution...to better
understand how to structure portfolios so as to avoid losses...”

Fee-Only/Commission “I think there is a competitive advantage. Most of our clients come in saying they
don’t want to deal with anybody that deals with commissions. That’s a very
important distinguishing factor in our minds, okay. And, as | said, we try to take it
one step further by even further explaining there could be conflicts of interest
among certain fee-only advisors, which is why we prefer to work on a fixed-fee
basis.”

In another example, P8 considers C1 to be the closest competitor of his organization.

When asked to explain further, P8 states:

Out of all of these different competitors, [C1] is probably the closest

match to [my organization]. They’re after kind of the same thing that we

are. Andthey ... can provide the sophisticated services.
Thus, C1 not only focuses on markets important to P8’s organization, but is also similar to P8’s
organization in terms of competencies. The similarity in competencies is supported by the rating
P8 gives C1 along the competency constructs of his RGT grid (see Table 17 for P8’s repertory

grid). The competence dimensions for P8 are: Sophisticated/Unsophisticated (Basic),

Flexible/Inflexible, Speed (New Businesses)/Slow (New Business), High Cost Effectiveness/Low
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Cost Effectiveness, Sophisticated Systems/Low Sophisticated Systems and No Proprietary
Products/Proprietary Products. The descriptions of these constructs are contained in Table 18.
When comparing the ratings given to P8’s firm, C1, C2, C3 and C4 along these constructs, it is
apparent that C1 not only possesses a high degree of competence similarity, but also is more
similar to P8’s organization relative to these other competitors. Accordingly, the competence

similarity between P8’s organization and C1 partly explains why C1 is considered the closest

competitor.
Table 17: P8’s Repertory Grid
Ratings Assigned by P8
=
i
£ — o ™ <t L0
Constructs | & | © | © | © | © | O | congstructs
Sophisticated 1 1 2 2 2 3 | Unsophisticated (Basic)
Small 1 2 7 7 7 1 | Large
Flexible 2 3 5 6 5 1 | Inflexible
Speed (New Business) 1 2 4 4 4 1 | Slow (New Business)
Unselective 2 4 5 6 5 1 | Selective
High Name Recognition 1 2 7 7 7 1 | Low Name Recognition
New 1 1 7 7 7 1 | Old (Established)
Cost Effectiveness 1 3 3 3 3 2 | Low Cost Effectiveness
Sophisticated System 1 3 2 2 2 5 | Low Sophisticated Systems
No Proprietary Products 1 1 7 7 7 1 | Proprietary Products

Note: Constructs generated by Laddering Technique denoted by italics.
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Table 18: Description of Competency Constructs for P8

Competency Constructs

P8’s Explanation of Competency Constructs

Sophisticated/
Unsophisticated (Basic)

Sophisticated Systems/
Unsophisticated Systems

“...we consider P8 to be very sophisticated, from both a knowledge
standpoint of the trust and estate business and law, and then from the
standpoint of the systems technology.”

“...1 think for us the sophistication goes toward providing the high-level,
high-value level of service that we think we need to do to be a partner in a
cost effective way.”

Flexible/Inflexible

“Well, I think some clients need different levels of services; we’re trying to
look at what the client needs and fit those needs rather than push ourselves
onto the client...”

Speed (New Business)/
Slow (New Business)

“Sometimes it’s critical to get these trusts in place before year end or
whenever it is. Sometimes there’s a critical time deadline that you need to
have these things in place. | think beyond that, though, there’s the benefit of
being able to get something done, rather than have to wait and wait and wait,
you know, until it gets through all these different people in committee and
law department and everything else. So it’s viewed I think by the lawyers and
clients as a good thing to begin with, but sometimes it’s actually critical.”

High Cost Effectiveness/
Low Cost Effectiveness

“...to provide the cost-effective service, we feel we have to have the
sophisticated systems in order to do that. And we feel like we need a certain
level of sophistication, even on the trust business end, to provide cost-
effective services....Again, the value of our services will depend on...the
level of sophistication we have for the business in general ...so what we’re
giving...[to clients] will be based on...our knowledge base and the ability to
give them value... “

No Proprietary Products/
Proprietary Products

“l mean one of the other things that we try to do is to, in our decision-making
processes, whether it’s investment or otherwise, we don’t have any
proprietary products. | mean that is another distinguishing characteristic that
we have. So we’re...always trying to be in a position of making objective
decisions. And in the end...we want to be working toward the same end as
our client.”

The results for P1 provide another example as to how Competence Similarity can affect a

manager’s perception of Competitor Closeness. The RGT constructs that relate to competencies
for P1 are Comprehensive Planning/Non-Comprehensive Planning and Fee-Based (Long-
Term)/Transaction-Based (Brokerage) (see Table 13 for P1’s repertory grid). P1’s descriptions

of these constructs are reported in Table 19. The ratings given to P1’s competitors along the
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Comprehensive Planning/Non-Comprehensive Planning construct reveal that the competitor
rankings are fairly correlated with the ratings given on these constructs. In other words, the
closest competitors appear to be those firms who are more similar to P1’s organization in terms
of providing comprehensive financial planning services. When examining the Fee-Based (Long-
Term)/Transaction-Based (Brokerage) construct, however, the ratings appear to be somewhat
weakly correlated with competitor rank. The reason for the weak correlation can be explained by
the following quote from P1, in which he discusses the Fee-Based (Long-Term) construct:

The only thing I will add is that on the long-term fee-based [construct], |

think that . . . it’s just not that unique. Lots of people do that now. | mean,

it’s not as if [clients come to our organization] if [they] only want to pay a

fee. | think [fee-based] captures the way we behave and the way we want

to do business. It’s an important part of our culture to be fee-oriented, but

that’s not unique.
In other words, while the Fee-Based (Long-Term) construct is considered a competency, it is not
one that creates a competitive advantage for P1’s organization. Instead, according to the
descriptions in Table 19, what creates an advantage for P1’s organization is its ability to provide
comprehensive services.

With respect to the impact that Competence Similarity has on Competitor Closeness, P1
states that a main reason why C2 and C3 are viewed as closer competitors is because these firms
provide comprehensive, fee-based financial services. In reference to C2, P1 considers this
organization to be similar to his own organization when he states that, “[C2 seems] to behave
very similar to the way [my organization] behaves.” Furthermore, P1 builds on this notion by
explaining that C2 is “trying to do financial planning [and] investment work for an individual

retiree [or] individual person.” As for C3, P1 also considers it to be similar to his organization

since this competitor offers “comprehensive financial planning to . . . the mid-level client.”
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Table 19: Description of Competency Constructs for P1

Competency Constructs P1’s Explanation of Competency Constructs

Comprehensive Planning/ | “I think for us [comprehensive planning is important] because we
Non-Comprehensive have not defined ourselves as a narrow niche player-...I think the fact
Planning that we deal with 1800 families, that we will work with anyone
within reason...as long as they’re a good fit and we can help them,
that...comprehensive is important to us because different people are
going to need different things. No one client may take advantage of
everything we can provide, but | feel like we have to stand prepared
to be able to provide a lot of different things.”

“Many successful firms, you know, either focus on a niche or they
have a niche answer. You know, the answer is an annuity, and so
whatever your problem is you get an annuity.... Period, that’s it. We
give answers that are best for the client. Lots of times those answers
are very different. That’s where the comprehensive has to come in.
For one person it may be to rollover the IRA,; for another person it
may be to keep it in the company plan.”

Fee-Based (Long-Term)/ | “I think the advantage for us is that it builds longer-term client
Transaction-Based relationships. It builds stronger incentives for the client and the
(Brokerage) consultant to both monitor each other and to both speak to each other

and maintain a relationship...people have been served efficiently for
transaction-based businesses and develop great relationships. But
there’s also the opportunity for, | think, relationships to fall between
the cracks, where it’s a one-time transaction then nobody follows up
and nobody takes care. | think the fee based puts the right incentives
in place that the consultant has an incentive to follow up and take
care...And | can’t speak to the whole industry, but I think that’s
reflected in the amount of business that we lose. We lose very little
business compared to the industry standard...It’s very rare that
accounts are lost because of lack of service or | didn’t feel you paid
attention to me.”

In contrast, P1 considers C6 and C7 to be present in his firm’s market, but offering a
different type of service. More specifically, P1 perceives that both C6 and C7 provide a low
level of comprehensive planning and utilize a transaction-based business model in which they
receive commissions when clients purchase investments through their respective organizations.

P1 describes this business model as follows:
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[Clients come to such a firm] and they have a sum of money to make an

investment decision with and it could be a long-term investment decision -

retirement or college — but, it may also be . . . [that the client wants] to

invest this money for three years and then . . . buy a house . . .. [C6 and

C7] help pick the best investment for the person, but typically it’s an

investment that involves a commission. So [the clients are] going to pay

for that transaction and then [they are on their] own. . . . If the investment

goes up, great; if it goes down, sorry, let’s pick a different one.
Generally speaking, P1 views C6 and C7 as offering a different product in the marketplace which
is of lower value, while C2 and C3 offer products similar to P1’s organization and create similar
value in the marketplace. Due to P1’s perception of similarity/dissimilarity on the competence
constructs, C2 and C3 are considered to be closer competitors than C6 and C7.

The main reason that Competence Similarity has an effect in the CI process relates to the
sensemaking question: What is the likely outcome if the manager’s organization were to engage
in competition with the firm in question? For example, P8 indicates that C1 is his closest
competitor because they are similar to his organization. Furthermore, he builds on this notion by
saying that “it’s harder for us to distinguish ourselves from C1” than it is to distinguish our
organization from the other competitors. In other words, when faced with a competitive
situation, C1 will be a more intimidating competitor because it is most similar to P8’s
organization on the competence constructs. Hence, a firm which exhibits a high degree of
Competence Similarity is more likely to be viewed as a closer competitor because it is providing
a similar product, performing similar activities and/or creating similar value.

Overall, these results provide support for the existence of a positive relationship between
Competence Similarity and Competitor Closeness. However, Competence Similarity is not a
necessary condition of the CI process. For illustration purposes, it is helpful to refer to P10’s

repertory grid (see Table 16). Recall that P10’s competence constructs are Comprehensive

Service/Product Distribution, High End Financial Planning/Low End Financial Planning, High
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Sophisticated Investment Management/Low Sophisticated Investment Management and Fee-
Only/Commissions. The ratings given to C2 along P10’s competence dimensions appear to
indicate that C2 exhibits a high degree of competence dissimilarity. However, despite this
dissimilarity, C2 is still identified as a competitor and is ranked as P10’s second closest
competitor. Therefore, Competence Similarity is considered to be a condition that modifies the
relationship between Market Presence and Competitor Closeness. The following proposition
illustrates this relationship:

Proposition 5: Competence Similarity modifies the relationship between

Market Presence and Competitor Closeness, such that the more a firm is

perceived to be similar to a manager’s organization in terms of

competencies, the more likely that the firm will be identified as a close
competitor.

5.2.6 Competitor Resources

Some participants included firms in their competitor sets that possess resources which
provide an advantage in the marketplace. Recall that the RBV was previously connected to the
results of this study and competitor identification through the notion that similar competencies
lead to closer competitors. In addition to competencies, the RBV proposes that firms can own
unique and valuable resources such as knowledge and information which provide the firms with
the ability to attain a competitive advantage (Barney, 1991; Teece, Pisano & Shuen, 1997).

The data analysis reveals that some of the participants perceive that their competitors
possess resources in the tradition of the RBV that afford such competitors with a certain
advantage in the marketplace. These resources are somewhat unique in that each participant’s
organization did not possess them. More importantly, these resources affect the competitor rank
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given to a firm. From a sensemaking perspective, when a firm possesses such resources, it
increases its ability to compete in the marketplace. Furthermore, a manager is likely to see such
firms as closer competitors because their resources increase the likelihood of an unfavorable
outcome if the manager’s organization engages in a competitive interaction with these firms.

For example, P6 indicates that C1 and C2 possess the resource of size, which gives these
firms an advantage in the marketplace. C1 and C2 are larger than P6’s organization given the
scores these competitor receive on the Smaller/Larger construct of P6’s repertory grid (see Table
10 for P6’s repertory grid). When asked why these firms are so close competitively, P6 states:

[C1 and C2 are] going after client growth, mass amounts of clients, which

gives a perception in the marketplace that these guys are growing, they

must be doing something right . . . They keep [adding] more and more

employees and it’s because they’re in this client gathering [mode].
The large size of these competitors gives these firms an advantage in the marketplace because
size creates a perception of capability and success. Moreover, size as a resource is a factor that
partly explains why these firms are considered to be the closest competitors of P6’s organization.

Similarly, P8 states that C2, C3 and C4 also possess the resource of size. P8 also
indicates that size gives these competitors an advantage because these firms tout “their size and
their well-established nature versus [my organization which] is very new, very small.” In P8’s
opinion, “[C2, C3 and C4] sell themselves by saying . . . we’re large, we’re well established,
your money is safe here.” In this case, size creates an advantage by providing an image of safety
and stability, which are strong selling points that make these firms more intimidating as
competitors. In addition, this resource is one that accounts for why C2, C3 and C4 are ranked
higher than C5.

In addition to size, competitors can possess the resource of brand name recognition. For

example, P15 indicates that C1, C2 and C3 all possess a high degree of name recognition, which
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partly accounts for why these firms are considered his organization’s closest competitors.
According to P15, high name recognition creates an advantage by providing these firms with
“visibility” and “top-of-mind awareness” in the marketplace. Returning to P8’s situation, P8
explains that C2, C3 and C4 also have a high degree of name recognition. In this case, name
recognition gives them an advantage of being able to “get into more doors” and gain access to
certain clients and referrals sources, both of which are advantages not afforded P8’s
organization. In sum, the combination of size and name recognition partly accounts for why
these firms are included in the competitor set and why they are seen as close competitors.

These results suggest that in order for resources to be significant in terms of competitor
identification, the manager must perceive that the resources provide the firm with a certain
degree of competitive leverage. When firms possess such resources, then it is plausible for
managers to be more likely to identify them as competitors, since this condition increases the
likelihood that the manager’s firm could lose a potential competitive interaction. Similar to the
other factors which modify Market Presence, Competitor Resources is not a necessary condition
of competitor identification since it is not a factor present in explaining the rank of each of the
participant’s named competitors. Instead, it modifies the relationship between Market Presence
and Competitor Closeness as follows:

Proposition 6: Competitor Resources modify the relationship between
Market Presence and Competitor Closeness, such that the more that a firm
is perceived to possess resources which provide a firm with an advantage

in the marketplace, the more likely that the firm will be identified as a
close competitor.
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5.2.7 Competitor Capability

In addition to Competence Similarity, several participants made comments about a firm’s
capability to compete. In this sense, Competitor Capability can be defined as the extent to which
a firm is perceived to be good at what it does. Often this involves judgments about whether a
firm knows what it is doing or how well a firm executes on its competencies. The Competitor
Capability component of the model further assists a manager in answering the plausibility
question regarding the likely outcome of competition. Logically, if a firm is perceived to be
highly capable, it should also be a more formidable competitor. In such event, the firm will be
seen as more of a threat to the manager’s organization and be classified as a closer competitor.
P1 and P8 provide examples of how perceptions of Competitor Capability can affect Competitor
Closeness.

Recall that in the case of P1, two competence constructs were identified — Comprehensive
Planning and Long-term/fee-based (see Table 13 for P1’s repertory grid and Table 19 for an
explanation of the constructs). Examining the ratings given to C5, C8 and C9 on these two
constructs reveals that these three competitors are ranked as more distant competitors, despite
being more similar to P1’s organization with respect to these constructs. However, the rankings
for these competitors can be partly explained by P1’s perception of their inability to compete
with his organization. With respect to C5, the ratings given to this competitor on the two
competency dimensions alone suggest that this competitor should be considered P1’s closest
competitor. While C5 exhibits a high degree of Competence Similarity, P1 does not consider it
to be a capable competitor because it does not provide as many service options in the

marketplace as P1’s organization (see Table 20). So, in spite of the fact that this organization is
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considered by P1 to be a comprehensive, fee-only planner, P1 does not consider C5 to be a closer
competitor because, among other reasons, it is a less capable competitor.

In the case of C8 and C9, the collective rankings given to these competitors on P1’s
competence dimensions appear to suggest that they should be ranked higher than C6 and C7.
However, what accounts for their lower rankings is P1’s perception of their capabilities. The
comments P1 makes regarding C8 and C9 indicate that he considers their service to be of low
quality. Again, P1’s perception of these competitors’ lack of capability, coupled with P1’s other
observations about these organization, account for why they are considered to be more distant

competitors.

Table 20: P1’s Perceptions Regarding Competitor Capability

Competitor P1’s Competitor Capability Comments

C5 “They’ll work with anybody but for a client with $500,000 and less, your
investment options are going to be severely limited.”

C8 “...but I don’t think they’re great service providers.”

C9 “...you know, they want to offer service, they do offer service....[however] the

reality is you’re dealing with somebody on an 800 number. And if you get a good
operator, you have a good experience; if you get a bad operator, you have a bad
experience. [There’s] not that level of consistency.”

c10 “| think they, from what 1’ve seen, over promise and under deliver in terms of
what they’re truly expert at or capable of doing.”

In yet another example from P1, C10 is considered to be present in markets occupied by
P1’s organization. While the ratings C10 receives on the Comprehensive Planning construct
indicate that it does provide a certain degree of comprehensive financial planning, P1 states with

respect to C10, “I think they . . . over promise and under deliver in terms of what they’re truly
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expert at or capable of doing.” This statement demonstrates that P1 considers C10 to be an
incapable competitor. Moreover, this perception of incapability partly accounts for why C10 is
viewed as the most distant competitor.

Returning to the case of P8, C5 is ranked below C2, C3 and C4 as P8’s closest
competitor, despite C5 being more similar to P8’s organization on the competence constructs
(see Table 17 for P8’s repertory grid). Recall that P8’s competence constructs are:
Sophisticated/Unsophisticated (Basic), Flexible/Inflexible, Speed (New Businesses)/ Slow (New
Business), High Cost Effectiveness/Low Cost Effectiveness, Sophisticated Systems/Low
Sophisticated Systems and No Proprietary Products/Proprietary Products. Part of the reason for
this lower ranking can be traced to P8’s perception of C5’s capability. More specifically, P8
indicates that he does not view C5 as a quality service provider and states, “l don’t think [C5’s]
services are that good.” This perception of C5’s lack of capability contributes to it being labeled
as the most distant competitor of P8’s organization.

Finally, analysis of the data concerning Competitor Capability reveals an interesting
phenomenon. All of the participants appear to operate under the assumption that their
organization is a highly capable competitor. In fact, none of the participants made comments
that would suggest that they consider their organizations to be incapable. P6 captures this
propensity best in the following statement he makes in reference to the RGT ratings he gave to
his organization and his competitors:

[Y]ou always want to . . . feel like the competitors aren’t as good as you.
And | think that’s probably what comes out here because you never want

to say they’re a lot better than us. . . . [Y]ou always have to have the
confidence when you run a business that you can beat anyone. And so
that’s probably what’s coming out here . . . . | am confident | can beat all
those firms.
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In short, managers appear to possess a bias as to their own organization’s capability as a
competitor.
Accordingly, these examples provide evidence to suggest that a manager’s perceptions as
to Competitor Capability can impact the CI process. With respect to the plausibility questions, a
firm that is perceived to be highly capable is likely to be considered a tougher competitor. Thus,
the outcome of a competitive interaction with this firm may be less certain. However, since not
all participants made comments about their competitor’s abilities, Competitor Capability is not a
necessary condition of competitor identification. Therefore, Competitor Capability is considered
to be a condition that modifies the relationship between Market Presence and Competitor
Closeness as follows:
Proposition 7: Competitor Capability modifies the relationship between
Market Presence and Competitor Closeness, such that the more that a firm

is perceived to be a capable competitor, the more likely that the firm will
be identified as a close competitor.

5.2.8 Summary of Managerial Competitor Identification Model

In conclusion, managerial competitor identification can be described as a specialized type
of sensemaking, involving the notion of plausibility. With respect to managerial competitor
identification, this new Model of CI recognizes that managers seek to develop logical, credible,
plausible and acceptable interpretations of their competitors. At the heart of their sensemaking
effort are two questions that appear to guide interpretation and facilitate the construction of

plausibility. If a firm is identified as a competitor, a plausible explanation will adequately
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address the extent to which the firm competes with the manager’s organization for similar
customers and the firm’s ability to win a competitive battle.

As illustrated in Figure 6, there are seven main components of the new model: Market
Presence, Organizational Market Focus, Competitor Market Focus, Competence Similarity,
Competitive Interaction, Competitor Resources, and Competitor Capability. These components
are the factors utilized by managers to identify their organization’s competitor set and the rank of
the competitors within such set. These model components also assist managers in answering the
plausibility questions. As a result of this exercise, a definition of the competitor label is
produced.

In short, the Model of CI provides a basis for understanding how a manager develops his
or her organization’s competitor LSR. Accordingly, now that this process has been illustrated
and explained, it is appropriate to address the roles that the three perspectives play in the
competitor identification process. Thus, the remaining sections of this chapter will examine the

contributions of the categorization, economic and identity perspectives to the CI process.

53 CATEGORIZATION PERSPECTIVE AND THE CI PROCESS

In order to determine the role that categorization plays in competitor identification, it
must first be determined if there is a relationship between each participant’s categorization
mental sub-model and his/her named competitors. Moreover, if a relationship can be established,
the nature of this relationship must be examined.

According to existing theory, a strong relationship exists between a manager’s

categorization scheme and the named competitors (Porac & Thomas, 1990). In its simplest form,
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the nature of the relationship has been described as one in which the named competitors more
than likely belong to the manager’s self-assigned category (Porac & Thomas, 1990). While
certain studies have supported this relationship (Porac et al., 1995; Porac & Thomas, 1994; Porac
et al., 1989), it has also been suggested to the contrary that managers will name competitors from
multiple categories of their taxonomy (Picken, 1995).

Thus, with respect to this study, the interview process was designed in part to test this
existing contradiction in the categorization theory. Participants’ taxonomies were elicited (see
Appendix B, pages 224-236) and participants were asked to locate their organizations and their
competitors within the taxonomy (see Appendix B, pages 237-238). Consistent with the results
suggested by Picken (1995), this researcher found that a majority of the participants identified
competitors from categories other than the self-assigned category.

Specifically, of the thirteen participants who produced taxonomies,** only two
participants — P4 and Participant 11 (P11) — identified competitors strictly from their self-
assigned category (see Table 21). Nine of the thirteen participants named competitors in their
self-assigned category and at least one additional taxonomy category; while, two of the thirteen
participants, P13 and Participant (P15), did not identify any competitors from their self-assigned
category. Consequently, like Picken (1995), this researcher did not find evidence of the
relationship described by Porac and Thomas (1990).

In addition, this study also examined whether the closest competitors of the participant’s
organization are also members of the participant’s self-assigned category. Evidence of such a

relationship would also provide support for the categorization theory of Cl. Of the thirteen

" Only thirteen of the fifteen participants produced taxonomies. P3 and P9 were unable to complete an industry
taxonomy.
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participants with useable taxonomies, eleven of them named competitors in multiple categories.
However, since two of those participants — P9 and P13 — did not name any competitors from the
self-assigned category, the number of participants examined was reduced to nine. Upon
examination, only five of the nine participants considered the members of their self-assigned
category as their top competitors (P1, P8, P10, P12 and P14). Thus, strong evidence was not
found for the proposition that all of the self-assigned category members are also the participant’s

closest competitors.

Table 21: Categories in Which Participant Identified Competitors

Categories of Taxonomy in Which Participant Has Identified Competitors

Categories of Taxonomy Outside the Self-Assigned Category

By Self-assigned One Two Three Four Five
Participant Category Category Categories Categories Categories Categories
P4
P11
P2
P7
P14
P6
P8
P10
P12
P1
P5
P13 v
P15 v

==

D NN N N N N U
=

In short, the results of this portion of this study do not provide support for the proposed

theoretical relationship between a manager’s categorization scheme and competitor
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identification. Instead, they suggest that a manager’s categorization scheme may play a different
role in competitor identification. Building on this concept, the data was further analyzed in order
to determine: (1) If another relationship does exists between the categorization perspective and
Cl, and (2) if so, the nature of the relationship.

On the surface, the existence of such a relationship is supported by a participant’s ability
to locate the named competitors within his or her taxonomy. Deeper analysis of the interview
transcripts, however, did not reveal the nature of this relationship. While most participants could
describe each category, explain what constitutes a typical member of each of the categories, and
identify categories which their organization competed with, this information did not reveal any
overt patterns or concepts that could be used to adequately describe the relationship between the
named competitors and the participant’s categorization scheme.

What did surface during the more in-depth analysis of the transcripts, however, were two
concepts. To begin with, it was observed that a participant’s industry taxonomy does appear to
represent the set of firms that will initially be considered for the Market Presence test of the ClI
Model. This observation is supported by the fact that no participants named a competitor outside
the boundary of their industry taxonomy. Secondly, the concept of familiarity was surfaced
indirectly during the discussions regarding the various competitors. Specifically, the concept of
familiarity captures the degree to which the participants felt that they possessed an accurate and
complete perception of each competitor. This concept surfaced early in the data gathering
process and was directly explored in subsequent participant interviews to determine if the
concept of familiarity has any impact in the CI process.

While familiarity could appear to explain why certain firms are named as closer

competitors, this concept does not reveal itself to be strongly connected to competitor
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identification. It is also not strongly correlated with the competitor rankings. The impact that
familiarity has on the CI process not only varies from participant to participant, but for certain
participants, it also varies across competitors. An example of how the concept of familiarity

varies across participants and competitors can be seen in Table 22.

Table 22: Data Concerning Familiarity

Competitors
Participant | Referenced | Comments Regarding Familiarity
P1 C1 P1 states that C1 is ranked highly because he is very familiar with C1’s firm.

P3 C3and C5 P3 states that he is most familiar with C3 and C5 because of the information
gained by his firm during merger discussions with these competitors.

P4 and P5 All P4 and P5 indicate that they are equally familiar with all of their named
Competitors competitors.

P7 C3 When P7 was asked why he named C3 as a competitor, he states that it is
partly because he has a close personal relationship with this competitor’s top
managers.

P9 All P9 indicates that he does not really know that much about his competitors.

Competitors

Given this phenomenon of familiarity, how does a manager deal with the need to
understand and identify competitors in the face of incomplete information? Analysis reveals that
participants receive cues and information about their competitors from a variety of different
sources (see Table 23 for a breakdown of these sources by participant). Despite this data,
providing an adequate answer to this question is beyond the scope of this dissertation. However,
when this phenomenon is observed in conjunction with the category effect described below, what
emerges is a plausible explanation for how a categorization scheme is related to competitor

identification.
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Table 23: Sources of Information About Competitors

Participant Sources

Participant 1 Personal relationships

Competitor advertising

Competitor’s founders used to work at P1’s organization

Results of market study

Studied up on a competitor

Participant 2 Competitor advertising

Conversations with the Chief Operating Officer of C1

Perceptions of products

Participant 3 Gather information from clients taken from competitors

Sit on boards that take bids from competitors

Former employees of competitors work for firm

Participant 4 Personal relationships and personal interactions with owners of competitors
Competitor opened their books and shared information during merger talks
Industry publications

Former employees who worked for P4’s organization and work at competitor
Serve on non-profit committees with competitors’ employees

C3 appeared on a “firms to watch’ list of industry publication

Participant 5 Competitor advertising
Teach classes at local colleges and see competitors’ financial plans
Participant 6 Knowledge of competitors’ owners

Former employees of competitors work for P6’s organization
Engaged in buyout discussions/negotiations with competitor
Competitor was P6’s former employer

Participant 7 Personal relations with employees of competitor
Local publications list of areas largest accounting firms
Participant 8 Competitor advertising

Talk to people in the industry

Used to work for one of the named competitors

Taken accounts from named competitor

Participant 10 Competitor advertising

Taken clients from a competitor

Interactions with employees of competitor

Serve on a couple of boards with owners and employees of competitors
Participant 11 P11 has a very good relationship with the owner of C1

Knows employees who work at C2

Seen investment portfolios (work product) of C2

Participant 12 P12 used to work for one of the named competitors
Participant 13 Former employees of a named competitor work for his firm
Participant 14 P14 used to work at one of the named competitors

Worked with owners of one of the named competitors
Participant 15 Former employees of a named competitor work for his firm

The categorization effect detected can be described as a combination of two components:
(1) a correlation between the participant’s ranking of competitors and categories of the
participant’s industry taxonomy, and (2) the RGT ratings of firms in the same industry category
are similar, but when comparing ratings between members of the same industry category to the
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ratings of members of different industry categories, the RGT ratings are dissimilar. This effect
was first detected when an analysis of P5’s data revealed two items requiring further
investigation. First, P5’s rankings of his organization’s competitors from closest to most distant
are highly correlated with each category of the industry taxonomy. Specifically, P5’s top four
competitors (C1, C2, C3 and C4) are all members of the Non-proprietary Products/Fee-based
category; the next two competitors of P5 (C5 and C6) are from the Bank category, the following
three (C7, C8 and C9) are from the Brokerage/National category, the two competitors after that
(C10 and C11) are in the Brokerage/Regional category and the final competitor (C12) is from the
Insurance category.

Second, a perfunctory review of P5’s RGT ratings and taxonomy, also reveal that the
ratings of competitors within an industry category are highly similar to each other. Moreover,
when comparing the ratings between members of the same industry category to the ratings of
members of different industry categories, it appears that the ratings of the members differ
between categories. For example, P5 gives the exact same ratings to C5 and C6, which are both
identified by P5 as being in the Bank category. In addition, P5 gives the exact same ratings to
C7, C8 and C9 which are all labeled as belonging to the National Brokerage category. However,
when you compare the ratings of members between these two categories — the Bank and National
Brokerage categories - they are different. In sum, with respect to P5, the described correlation of
category membership to competitor ranking, when coupled with the pattern detected in the RGT
ratings, suggest a categorization effect.

In order to further investigate this categorization effect, each participant’s taxonomy,
RGT data and competitor ranks were examined, where available, to determine if a category

correlation effect is present. With respect to an effect between competitor rank and taxonomic
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categories of a participant’s industry, ten out of eleven®® participants exhibited a correlation
between competitor rank and category membership. With respect to RGT ratings, all thirteen
participants who identified competitors across multiple categories exhibited a visible category
effect.

At a minimum, these results provide evidence that a relationship exists between the
categorization mental sub-model and competitor identification. However, the results do not
necessarily clarify the nature of this relationship. Moreover, when taking into consideration
certain theoretical perspectives, these results are not surprising. First, the strategic groups
perspective recognizes that groups of firms within industries will follow similar strategies (Caves
& Porter, 1977). Second, the resource based view indirectly supports the notion of inter-firm
similarity by suggesting that any firm’s competitive advantage is threatened by their competitor’s
desire to imitate their success (Barney, 1991). Third, a central theme of the institutional
perspective is the concept of isomorphism, which suggests that firms are likely to be similar to
one another since they seek an organizational form that will ensure an adequate flow of resources
from their chosen niche (Scott, 2001). Taken together, these perspectives suggest that a
manager’s categorization scheme is not arbitrary. Instead, a manager can produce a
categorization scheme, because firms within the various industry groupings are motivated to
pursue similar strategies and employ similar business models.

With respect to the participants’ categorization schemes, the similarity of the within

category ratings appears to be consistent with current theoretical perspectives. In addition, these

15 Only eleven of the fifteen participants were examined due to the following reasons: (1) P3 and P9 were not able
to complete a taxonomy; and (2) P4 and P11 did not name competitors across multiple categories of their respective
taxonomies - they only named competitors from their self-assigned industry categories.
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results provide evidence to support the notion of the existence of cognitive competitive groups
(Reger & Huff, 1993). One would expect that if a firm within a category is identified as a
competitor, other firms in the same category are likely to be potential competitors if they exhibit
features similar to the named competitor. In other words, to the extent that a named competitor
exhibits the various component of the CI Model, one would expect a firm situated in the same
taxonomic category as the named competitor to also exhibit those components, leading to an
increase in the likelihood that such a firm will be included in the competitor set.

A problem with this claim concerning the categorization effect is that a participant’s
familiarity varied across his or her named competitors. This suggests that managers lack
complete information concerning competitors. Moreover, the categorization perspective
acknowledges the existence of bounded rationality and suggest that managers produce
categorization schemes to simplify and manage their environment (Porac & Thomas, 1990). As
a mental sub-model, a manager’s competitor categorization scheme is a mental representation
that helps a manager deal with this condition of bounded rationality by providing a way to
meaningfully order and organize the competitive environment (Walsh, 1995; Fiol & Huff, 1992).
Furthermore, theory suggests that this mental sub-model functions as a sensemaking device (Fiol
& Huff, 1992). More specifically, the category within which a firm resides provide information
that facilitates a manager’s ability to interpret the meaning of such firm.

For example, P10 states that while he has a close personal relationship with the owner of
C1, P10 is the least familiar with C1’s organization. Given his lack of familiarity, what accounts
for P10’s ability to complete the repertory grid and to rank C1 as his closest competitor?
Building on the notion of a categorization scheme as a sensemaking device, it appears that the

ability to locate this competitor in a particular category of the industry taxonomy provides the
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means to make a plausible evaluation of this competitor. In other words, the ability to
meaningfully categorize this competitor appears to help this participant overcome his
information deficiency.

Accordingly, a claim of this dissertation is that a manager will rely on his/her competitor
categorization scheme in situations where his/her ability to determine the meaning of a
competitor is hampered by a lack of specific evidence or information pertaining to that
competitor. More importantly, this claim suggests that managers will seek first to make an
evaluation based upon the specific evidence or information they possess with respect to a
particular firm. In cases where such specific evidence or information is lacking, managers will
fill in these information gap deficiencies by relying on their more general understanding of the
meaning assigned to the category in which the firm resides.

Overall, the role that a categorization scheme plays in the process of managerial
competitor identification has been redefined for various reasons. First, based on the distribution
of named competitors across multiple categories and the lack of strong evidence supporting the
proposition that a manager’s closest competitors will reside in the manager’s self-assigned
category, the central role of a categorization scheme in competitor identification was not
supported. However, evidence that the competitor rankings (closest to most distant) exhibit a
categorization effect suggests that a relationship does exist. A review of relevant theoretical
perspectives establishes that the existence of such an effect is not unexpected. Further, bounded
rationality dictates that managers cannot be completely familiar with their competitors. Thus, a
manager’s categorization scheme, as a sensemaking device, helps compensate for this

information deficiency.
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54  ECONOMIC PERSPECTIVE AND THE CI PROCESS

In order to determine the role that the economic perspective plays in managerial
competitor identification, it must first be determined if there is a relationship between each
participant’s economic mental sub-model and his/her named competitors. Moreover, if a
relationship can be established, the nature of this relationship must be examined.

Recall that the repertory grid technique and interview procedures were used to surface
each participant’s competitor mental model. Analysis of the data gathered from these
procedures, precipitated the development of the CI Model presented previously in this chapter.
The seven components of this model - Market Presence, Organizational Market Focus,
Competitor Market Focus, Competence Similarity, Competitive Interaction, Competitor
Resources, and Competitor Capability — all, arguably, represent economic concepts. Data
supporting the influence of these economic concepts in the competitor identification process has
already been presented in the explanation of the ClI Model found in Section 5.2 of this chapter.

Given that the components of the Cl Model are all economic concepts, it may appear on
the surface that the economic perspective sufficiently explains the process of CI. However, the
data suggests that there is more actually influencing the CI process than can be adequately
explained by the economic perspective. Accordingly, the next section of this chapter will

explore the impact that the identity perspective has on the CI process.
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5.5 IDENTITY PERSPECTIVE AND THE CI PROCESS

Organizational identity is believed to play a role in managerial competitor identification
because it is a powerful cognitive lens (Dutton & Penner, 1983) and sensemaking focuses on the
construction and maintenance of identity (Weick, 1995). While current theories suggest that
organizational identity affects competitor identification, the identity perspective has never been
used to explain how managers identify their organization’s competitors. Accordingly, a key goal
of this study is to explore the possibility that organizational identity does play a role in
competitor identification.

The first step in proving a link between Ol and CI is to establish that such a connection
exists in the data. In order to make a connection, findings relating to the level of each
participant’s identification with his or her organization are reported. ldentification is significant
because it means that a manager has integrated the organizational label into his or her self-
concept (Dutton, Dukerich & Harquail, 1994). In this condition, the psychological importance of
the organization bolsters the likelihood that managers are construing their environment through
the organizational identity lens. This, in turn, supports the notion that organizational identity
construction and maintenance are the focal point of sensemaking (Brown, 1997). As will be
reported, all of the participants are identified with their organization, with a majority being
highly identified.

In addition to proving identification, the results demonstrate that participants make their
own connection between organizational identity and competitor identification. Recall that part
of the data gathering process required each participant to describe his or her organization’s
identity. In order to establish a link between organizational identity and competitor

identification, the participants were also asked if their organizational identity is connected to
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their repertory grid results. As will be discussed, this exercise produced data that supports the
existence of a connection between organizational identity and competitor identification.

After establishing that organizational identity is linked to CI, the role of the
organizational identity mental sub-model will be integrated into a framework that also recognizes
the revised roles of the categorization and economic mental sub-models. The main objective is
to produce a theoretical understanding of managerial competitor identification that accounts for
all three perspectives. As will be demonstrated in this section, all three sub-models are necessary
to forming a complete understanding of how managers identify their organization’s competitors

(Fiol & Huff, 1992).

5.5.1 Evidence of Organizational Identification

The organizational identity perspective suggests that the identity sub-model is a powerful
cognitive lens affecting how firms in the external environment (possible competitors) are
construed (Dutton & Penner, 1993). Moreover, this argument is bolstered by Weick’s (1995)
observation that organizational identity construction and maintenance are fundamental
components of sensemaking. One way to establish the importance of identity is to review and
analyze the data concerning the degree to which participants are identified with their
organization. Recall that when a manager is highly identified with his or her organization, the
organizational label serves as means for the manager to fulfill needs for self-enhancement, self-
efficacy, self-continuity and self-distinctiveness (Dutton et al., 1994; Hogg & Terry, 2000). In
turn, the higher the degree of organizational identification, the more important the organizational
label is to the manager and the likelihood that the organizational identity sub-model plays an
important role in competitor sensemaking (Brown, 1997).

158



During the interview process, each participant was asked to complete a survey (see
Appendix B, pages 220-221). Part of this survey measures the degree of organizational
identification using a scale developed by Mael & Ashforth (1992). This scale was used as part of
a larger study designed to test a proposed model of organizational identification. The authors
report that the study’s sample comprised alumni from an all-male college located in the
northeastern United States. At the time, this college had approximately 2,000 alumni. Of this
available sample, 700 were selected at random and sent a questionnaire which contained a scale
designed to measure the degree to which the alumni were identified with the college. The final
sample comprised 297 alumni resulting in a 42% response rate. The results of this study
produced an alpha coefficient of .87, a mean of 3.46 and a standard deviation of .82.
Consequently, these results can serve as a benchmark with which to compare the organizational
identification results of the current study.

The organizational identification results for each participant involved in the current study
are reported in Table 24. These results can be interpreted in two ways. First, all of the
participants generated scores that are above the average reported by Mael & Ashforth (1992) in
their study. This result reveals that all of the current participants are more identified with their
organization than what would be expected from an average organizational member. Second, the
standard deviation of .82 reported by Mael & Ashforth (1992) can be used as a reference point to
segment highly identified participants from moderately identified participants. Assuming that
the population resembles a normal distribution, a general rule of thumb suggests that
approximately 68% of the population will be distributed within one standard deviation of the
mean, while 95% of the population will fall within two standard deviations of the mean (Harnett,

1982). With respect to the results produced by Mael & Ashforth (1992), this rule of thumb
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suggests that approximately 68% of the population’s identification scores fall between 4.28 and
2.64, with approximately 95% falling between 5.00 and 1.82. Using 4.28 as a cutoff to delineate
highly identified participants is appropriate because this rule of thumb suggests that
approximately 16% of the population’s identification scores will be greater than 4.28. In other
words, given the low probability of a score greater than 4.28, one can conclude that a score of
4.28 or greater indicates a high degree of organizational identification when compared to the
population’s expected values and general score distribution. Thus, with respect to this study,
eleven participants generated scores above 4.28. Of the remaining participants, two registered
scores of 4.17 (P6 and P15), while two others produced scores of 3.67 (P12 and P8).

Overall, analysis of the organizational identification data suggests that the participants
are, for the most part, identified with their organizations. The fact that all of the scores are above
the average reported by Mael & Ashforth (1992) suggest that the participants, as a group,
consider their organization to be a more important part of their self-concept than what would be
expected of an average organizational member. Moreover, a large majority of the current
participants generated scores above 4.28 or one standard deviation from the mean of 3.46. In
sum, these results suggest that the participants are moderately to highly identified with their

organizations.
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Table 24: Organizational Identification Results by Participant

Survey Item P1 P2 P3 P4 P5 P6 P7 P8 P9 | P10 | P11 | P12 | P13 | P14 | P15

When someone 4 4 4 5 5 5 5 1 5 5 5 4 5 4 4
criticizes my
firm, it feels
like a personal
insult.

I am very 5 4 5 5 5 5 5 5 5 5 5 5 5 5 4
interested in
what others
think about my
firm.

When | talk 5 5 5 5 5 5 5 5 5 5 5 4 5 5 5
about my firm,

I usually say
‘we’ rather than
‘they.’

This business’ 4 5 5 5 5 4 2 3 5 5 5 3 4 5 4
SUCCESSES are
MYy SUCCESSES.
When someone 4 5 5 5 3 5 4 3 5 5 5 3 5 5 4
praises my firm,
it feels like a
personal
compliment.

If a story in the 5 5 5 5 5 5 4 5 5 5 5 3 5 4 4
media criticized

my firm, |
would feel
embarrassed.
Total 27 28 29 30 28 29 25 22 30 30 30 22 29 28 25
Average 450 | 467 | 483 | 5.00 | 4.67 | 483 | 4.17 | 3.67 | 5.00 | 5.00 | 5.00 | 3.67 | 4.83 | 4.67 | 4.17

5.5.2 Presence of Organizational Identity

The identification results strongly suggest that the organization is an important aspect of
each participant’s self-concept (Dutton et al., 1994). Again, the organizational identity
perspective suggests that the more that a manager is identified with his or her organization, the

more important the organizational label is to the manager. In turn, the increased importance of
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the organization’s identity means that managers likely make sense of their organization’s
competitive environment through the organizational identity lens (Dutton & Penner, 1983;
Weick, 1995; Brown, 1997).

Having established the presence of organizational identification, the next step is to
examine the data to detect the presence of organizational identity. During the data collection
process, participants’ conceptions of their organization’s identity were elicited. Appendix B
contains a summary description of these identities (see Appendix B, pages 239-246). It is
important to note that these descriptions have been organized by substantive and intangible
identity attributes (Gustafson & Reger, 1995). During coding, this researcher noticed that certain
aspects of a participant’s identity related to tangible or concrete characteristics such as products
and markets. In contrast, participants also alluded to more abstract concepts in their descriptions.
This pattern was recognized early in the coding process and interview questions were developed
to surface both tangible and intangible aspects of each participant’s identity.

Additionally, this study used the organizational identity structure developed by Gustafson
& Reger (1995) to code and analyze the parts of the interview transcripts pertaining to each
participant’s description of identity. According to Gustafson & Reger (1995: 464), substantive
identity attributes are more “concrete” organizational characteristics that “concern what things
are done” and which are “tied to a particular time and set of environmental conditions.”
Moreover, Gustafson & Reger (1995: 464) propose that examples of substantive items include
“products, strategies, geographic scope, or core competencies.” In contrast, intangible identity
attributes are more “abstract” organizational characteristics that “describe how and why things

are done” and which “establish the context for the organization.” Gustafson & Reger (1995:
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464) assert that these types of characteristics, “tend to be reflected in the organizational culture
and underlying values that transcend any particular product, process, time or environment.”

Each participant was asked if any of the constructs surfaced during the RGT procedure
reflected, captured or expressed his or her organization’s identity. The repertory grid constructs
that each participant identified as being connected to his or her organization’s identity are
reported in Appendix B (see Appendix B, pages 247-251). As shown, every participant'® named
more than one construct as being connected to their organization’s identity. Moreover, a review
of this data reveals that many of the identity constructs surfaced by RGT correlate to the
substantive identity attributes described by participants (see Appendix B, pages 239-246).

Overall, these results provide strong evidence to suggest the presence of organizational
identity in the process of competitor sensemaking. In other words, the various repertory grids
surfaced represent each participant’s competitor mental model (Fransella et al., 2004). The fact
that participants identified multiple constructs of their respective repertory grid as being
connected to or expressing their respective organization’s identity appears to offer strong support
for the proposition that organizational identity is a lens that affects competitor identification.

Given the evidence relating to the degree of organizational identification and the
connection between each participant’s organizational identity description and his/her respective
repertory grid, it appears that the presence of organizational identity has been firmly established.
However, this data does not explain how identity affects competitor identification and whether it
complements the categorization and economic perspectives. Accordingly, the discussion of

organizational identity’s role commences in the next section.

18 1 this case, every participant means all participants from whom a repertory grid was elicited. Thus, this
reference does not include Participant 9, since he did not complete the repertory grid exercise.
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5.5.3 The Role of Organizational Identity

One limitation of the categorization and economic perspectives is their inability to
account for how a manager’s knowledge of his/her organization affects the competitor LSR.
Both perspectives hint that such knowledge is a necessary component of competitor
identification. By stating that an organization’s competitors will likely reside in the
organization’s self-assigned industry category, the categorization perspective implies that a
manager uses knowledge about his/her organization in order to be able to assign it to a category.
As for the economic perspective, it suggests that managers are more likely to consider a firm as a
competitor if the firm possesses a high degree of market and resource similarity. At a
fundamental level, this conjecture frames competitor identification as a process in which a
manager’s knowledge of his or her organization acts as a reference point (i.e., a self-reference
point) in order to identify competitors.

While these perspectives allude to the necessity of an organizational self-reference point,
they do not explain how managers’ perceptions of their own organizations affect the competitor
LSR. Accordingly, the concept of organizational identity is offered as a framework that could
provide a theoretical foundation to fill this gap. First, the organizational identity sub-model is
considered by Fiol & Huff (1992) to be a fundamental mental model. As a fundamental mental
model, they suggest that organizational identity provides a source of organizational self-
knowledge and a reference point that enables managers to locate their organizations in their
respective categorization sub-model. This concept could also be applied to the economic sub-
model. More importantly, this observation by Fiol & Huff (1992) suggests that organizational
self-knowledge or the self-reference point may have an important effect on competitor

identification. Second, Albert & Whetten (1985) partly define organizational identity as a
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manager’s answer to the question, Who are we? Defining identity in this manner indicates that it
is a phenomenon in which an organization’s members possess an understanding of their own
organization or organizational self-knowledge.

The results published in Appendix B, however, reveal that not all of the constructs
generated by a participant were connected to his or her organization’s identity (see Appendix B,
pages 247-251). Recall that Albert & Whetten (1985) suggest that the answer a manager gives to
the identity question will surface his/her perceptions as to the organization’s central, enduring
and distinctive characteristics. This observation suggests that there are other characteristics of an
organization that are not central, not enduring and not distinctive. Thus, organizational identity
is a mental model that is a subset of a larger mental model comprised of general organizational
self-knowledge. In other words, organizational identity can be described as a certain type of
self-knowledge that provides its members with an understanding of what fundamentally defines
the organization and a conceptualization as to the organization’s meaning or reason for existence
(Ashforth & Mael, 1996). Accordingly, of the available set of characteristics that a manager
would use to describe his or her organization, it follows that only a certain number of these
characteristics will be viewed as capturing the organization’s identity.

Framing organizational identity as a specialized type of organizational self-knowledge
means that the presence of both identity and non-identity constructs are consistent with current
theory. Furthermore, the results suggest that the self-reference point used by managers during
competitor identification is not completely comprised of characteristics that are part of the
organization’s sense of identity. Upon reviewing the non-identity constructs, many are

essentially factors that either reflect aspects of the organization’s competitive environment or are
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ones that serve as characteristics that participants use when forming impressions of their
organization’s competitors.

For example, P8’s RGT contains the non-identity construct New/Old (Established), which
captures the length of time that a trust company has been in business. Business tenure matters
because it is a factor that customers consider when selecting a trust company to manager their
investments. Generally speaking, customers are likely to select an older trust company over a
new one due to their perception that the older, more established trust company is a safer
organization with which to place their money and investments. With respect to competitor
identification, not only is P8 aware that length of time in business is a factor of competition but
he also possesses enough self-knowledge to be able to locate his organization along the
dimension of this construct. The implication of this finding is that when it comes to competitor
identification, managers will activate relevant organizational self-knowledge that enables them to
meaningfully compare their organization to firms in the competitive environment.

While managers may use non-identity forms of self-knowledge when construing their
organization’s competitors, a question remains as to organizational identity’s role in competitor
identification. One important trend that emerged from an analysis of the data is that many of the
identified identity constructs are also competence constructs (see Table 25 for a list of these dual
purpose constructs).  This observation is important because it suggests that identity
predominantly affects competitor identification through factors that are perceived by managers to

be the organization’s sources of competitive advantage.
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Table 25: Identity and Competence Constructs

Participants

RGT Constructs Serving as Both Identity and Competence Dimensions

Participant 1

Comprehensive — Non-comprehensive planning
Long-term/fee-based — Transaction-based/brokerage

Participant 2

Fee-only — Commission/transaction-based
Non-proprietary/individual clients — Proprietary/institutional clients (not originally a
named dimension, but P2 connects it to his firm’s identity through putting the client first)

Participant 3

High construction expertise — Low construction expertise (laddered)
High non-profit expertise — Low non-profit expertise (laddered)

Participant 4

Scope of capabilities/large — Scope of capabilities/small

Healthcare - No healthcare

Non-profit — No Non-profit

High understanding of the role of commodity and consulting (philosophy) — Low
understanding of the role of commaodity and consulting (philosophy)

Participant 5

Fee-based — Commission

Non-proprietary products - Proprietary products
Financial planning - Investment management
Customize — Standardization

Participant 6

Client service focus — Client gathering focus

Participant 7

High octane — Low octane
Low turnover — High turnover

Participant 8

Sophisticated — Basic/unsophisticated

Flexible — Inflexible

Speed (new business) — Slow (hew business)

High cost effective — Low cost effectiveness (laddered)

High sophisticated systems — Low sophisticated systems (laddered)
No Proprietary Products — Proprietary Products (laddered)

Participant 10

Comprehensive service — Product distribution

High-end financial planning — Low-end financial planning

High sophisticated investment management — Low sophisticated investment management
Fee-only — Commissions

High expertise and planning — Low expertise and planning

Participant 11

Holistic wealth management - Non-holistic wealth management
Active — Passive

Tight advisor network - No advisor network

Use a wide product mix — Not use wide product mix (laddered)

Participant 12

Low cost philosophy — Revenue max philosophy
Conservative — Aggressive (loan)
Focused sales culture — Lethargic sales culture

Participant 13

Dominate closely held market — Not dominate closely held Market

Participant 14

Less research capabilities — Greater research capabilities

Relationship driven — Investment driven

Strong wealth management capability — Product orientation

Serious research orientation — Sales/new client orientation

Better investment performance — Worse investment performance (laddered)
Personalized/hand-crafted — Unpersonalized (laddered)

Participant 15

Personal Relationship Focus — Product Focus (Competence)

Local Community Focus — Regional Focus (Competence)

High small business expertise — Low small business expertise (laddered)
Small/family business broad product scope — Small/family business narrow product
scope (laddered)

High access — Low access (laddered)
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In order to explore this relationship further, it is necessary to examine the data pertaining
to the manner in which participants describe their identity/competence constructs and the manner
in which such constructs are connected to their organization’s identity. Recall that after
describing their organization’s identity and connecting it to their respective repertory grid,
participants were asked to explain this relationship. In addition, the laddering technique was
used as a supplementary means to further explore this relationship. This procedure involved
asking each participant to identify which side of the construct his or her company preferred to
operate upon and why.

With respect to the data collected in response to these questions, a theme emerges:
Identity constructs are predominantly connected to each participant’s description of his/her
organization’s identity via the intangible components. This connection reveals two important
aspects of OI’s role in competitor identification. First, the intangible identity components
generally capture central organizational characteristics that describe the essence and purpose of
the organization (Albert & Whetten, 1985; Ashforth & Mael, 1996). When participants describe
the relationship between their organizations’ identities and their named identity constructs, they
often make reference to these central characteristics. In alluding to these characteristics, the
participants are essentially explaining their organization’s preferred location on an identity
construct by describing why their preference is meaningful and important. Second, the
intangible identity components also provide a means for the participants to distinguish their
organization from competitors. This distinctiveness element is often present in the descriptions
provided by participants when explaining their preferred position along the identity constructs.

For example, P5 describes intangible aspects of his organization’s identity when he

explains that being unbiased, acting on behalf of the client, creating mutually beneficial
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relationships with clients and being authentic (his organization does what it says it is going to do)
are important and central characteristics of his organization (see Table 26 for a description of
P5’s Identity). When describing his firm’s identity, P5 indicates:

We’ll always act on behalf of the client. [However, it] has to be mutually
beneficial . . . . [Y]ou can’t have a one-sided transaction. [If only] we
benefit, the client is hurt or is not helped . . . [if] the client gets all the
benefit, and we get none, then we’re quickly out of business. . . . so it has
to be a mutually beneficial transaction wherein we’re acting in the best
interest of the client. And the other core value is as much as possible to
factor out conflicts of interest, which is in part really another way of
saying the first [we take action on behalf of the client].

Table 26: P5’s Description of Identity

Substantive Identity Items Intangible Identity Items

Fee-based investment manager They are unbiased and work to remove any
conflict of interests — this results in being fee-
They guide clients towards their investment goals | based, guiding the clients and offering

through financial planning and their investment individualized financial planning and investment

management process management - Unbiased means that they are not
using funds or generating activity in order to

Provide financial planning on an individualized increase revenues

basis

Act on behalf of the client — establish mutually
beneficial relationships with our clients

Authenticity — they do what they say they are
going to do — reflected in their stance on how they
implement asset allocation

Additionally, when asked to explain the relationship between his organization’s identity and the
Fee-Based identity construct of his repertory grid, P5 connects being fee-based to the notions of
being unbiased, acting on behalf of the client and being authentic:
[I]f I’'m fee-based, then the client is paying me for my investment
management and my expertise, not paying me for salesmanship. So
therefore I’m not selling the client on a product [in which] I may have an

interest.  I’m choosing the product, the investment vehicle, that’s
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appropriate to the client and his or her or their situation. So that allows me
to be unbiased. Fee-based allows me to be unbiased and authentic in my
management.
In describing the Non-Proprietary Products identity construct, P5 references the intangible
notions of being unbiased and working on behalf of the client:
If | had proprietary products, then I will always see those products as
appropriate for my client, whether they are or not. [In addition,] I will
probably never tell my clients that they later have become inappropriate or
that they are under-performing. But if it’s nonproprietary, then I’'m free
and unconflicted and [I will] work in the interest of the client . . . .

As illustrated in this example, intangible aspects of P5’s description of his organization’s
identity depict what is important to his organization. In other words, being unbiased, acting on
behalf of the client, creating mutually beneficial client relationships and being authentic are
characteristics that capture the essence of P5’s organization. Moreover, these intangible aspects
also serve as a basis to clarify his organization’s location on each construct dimension. In the
case of Fee-Based, this construct is connected to the intangible concepts of acting on behalf of
the client and being unbiased, which are factors that help to explain why P5’s organization
produces a fee-based product. In this instance, P5’s organizational identity acts as a cognitive
reference point in which his firm’s choice to be fee-based is consistent with, and is an expression
of, central aspects of his firm’s identity (Ashforth & Mael, 1996; Dutton & Penner, 1983).

In addition, P5 makes comments that express how his firm is distinct. With respect to
being fee-based, P5 contrasts his organization with firms whose clients pay for “salesmanship.”
As for the Non-Proprietary construct, P5 suggests that his organization is distinct from those

firms who sell proprietary products in that these firms will “always see” their products as being

“appropriate” for the client “whether they are or not.”

170



While one could conclude that this evidence provides further insight into the role that
organizational identity plays in competitor identification, the nature and extent of identity’s role
can become clouded when one considers the economic perspective. If one views P5’s statements
through an economic lens, then it would be logical to conclude that Fee-Based and Non-
Proprietary, both of which are competence constructs, represent features that in P5’s mind factor
into his organization’s competitive advantage. Such a conclusion could be reached by
considering that these constructs represent firm activities that create value for clients. In the case
of Fee-Based, P5 describes the activity and the value provided as “choosing the product - the
investment vehicle - that’s appropriate to the client and his or her or their situation.” In other
words, P5 configures his activities in a manner that differentiates his organization in the
marketplace. The differentiation occurs in the selection of investment vehicles for clients.
According to P5, this process provides distinctive value to clients because his organization will
select investments that are more appropriate for their clients’ situations. In short, interpreting his
response through an economic lens could lead to a conclusion that P5’s choice to be fee-only is
made simply to increase his organization’s ability to effectively compete in the market place.

Conversely, if these statements are interpreted through an identity lens, a different
explanation would emerge. As demonstrated previously, P5’s statements clearly connect the
identity constructs to the intangible or central aspects of P5’s organizational identity. In this
capacity, Ol plays a role by providing a sense of meaning to his organization’s position on these
dimensions. However, when taking into account the notion of distinctiveness, one could also
interpret P5’s statements as providing a sense of legitimacy for his organization.

Legitimacy is a multifaceted concept that refers to the perceived appropriateness of an

organization (Scott, 2001). From an external perspective, the perception of constituencies or
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stakeholders that exist in the larger institutionalized environment is what matters when it comes
to organizations gaining legitimacy (Scott, 2001). Organizations attain legitimacy from external
stakeholders by aligning its activities with what is socially acceptable and pursuing objectives in
a manner that is proper or consistent with how things should and ought to be done (Scott, 2001;
Ashforth & Gibbs, 1990). With respect to the results of this study, the need for external
legitimacy sheds light on why a general correlation between the identity and competency
constructs is present. Specifically, organizations pursue legitimacy because legitimization can
lead customers (an external stakeholder) to perceive the organization as appropriate and, hence,
worthy of their continued support (Ashforth & Gibbs, 1990). From a competitive perspective, an
organization can see itself competing with other firms in an effort to establish its legitimacy in
the minds of its customers (Reddy & Rao, 1990; Aldrich, 2000). This normative pressure to
conform can activate processes of isomorphism in which the organization configures its internal
activities and products to match the customers’ expectations and views as to what is appropriate
and proper (Scott, 2001; Ashforth & Gibbs). Thus, an organization’s competencies (i.e.,
activities that produce value) can reflect attempts to gain external legitimacy in the market place.

From an internal perspective, organizational identity has been linked to legitimacy
through the concept of construed image (Dutton & Dukerich, 1991). Construed image refers to
the interpretations made by organizational members as to how the organization is viewed by
external stakeholders (Dutton, Dukerich & Harquail, 1994). An organization’s construed image
can have an impact on organization’s identity, especially in cases where they conflict. For
example, Dutton & Dukerich (1991) illustrate the tension between organizational identity and
construed image through the New York Port Authority’s dealing with the issue of homelessness.

What they discovered was that organizational identity played a critical role in Port Authority’s
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acceptance of homelessness as an important and legitimate issue. More specifically, the
members of the Port Authority used the organization’s identity as a reference point for
determining whether the issue of homelessness should be given the organization’s time and
attention (Dutton & Dukerich, 1991; Dutton & Penner, 1983). Given this observation, the
authors conclude that organizational identity is an important sensemaking device that can be
used by an organization’s members to determine an issue’s legitimacy.

The case of the New York Port Authority demonstrates that an organization’s identity
plays a role in establishing the organization’s legitimacy in the minds of its members (Hatch &
Schultz, 1998). For those members who are identified with the organization, the need to
maintain a high level of self-esteem means that members not only seek to identify with their
organization if such organization is perceived to be legitimate, but also seek to maintain their
sense of self-esteem through establishing the organization’s legitimacy (Brown, 1997). This
personal need to establish and maintain the organization’s legitimacy can lead to an
organizational identity that makes legitimacy and distinctiveness claims that may or may not be
true (Ashforth & Mael, 1996). Overall, the important observation of the organizational identity
literature is that Ol is a self-reflexive concept that can play a role in establishing the
organization’s legitimacy in the minds of its members (Brown, 1997; Dutton & Dukerich, 1991).

With respect to the competence constructs, the findings of this study suggest that
participants use their organization’s identity as a reference point to determine the legitimacy of
the organization’s activities and products. When P5 connects his organization’s choice to
provide a fee-based product with recommending investments that are “appropriate” for the client,
he is essentially saying that being fee-based is legitimate because it means that his organization

is pursuing a socially acceptable objective that conforms with the expectations of his clients. In
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other words, it is logical to conclude that customers would expect to receive investment advice
that is “appropriate” for their situation rather than advice that is inappropriate.

Furthermore, P5’s notions of legitimacy also provide a means for P5 to distinguish his
organization from its competitors. By connecting the Fee-Based construct to his organization’s
identity, he is indirectly making a statement that firms which resides on the opposite end of this
construct at the Commission pole are biased and do not work for the best interests of the client.
This is demonstrated in his statements when he says that firms who are not fee-based are ones in
which clients are paying for “salesmanship” as opposed to “expertise.” He continues to describe
the “salesmanship” firm as one that “[sells] the client on a product [in which the firm has] an
interest.” By “interest,” P5 means that these firms receive compensation in the form of a
commission when their customers purchase investment products recommended by these firms.
Such firms may recommend investments with higher commissions rather than investments that
are appropriate for a client. P5 sees these firms as biased and their approach as a conflict of
interest. In contrast, his organization’s choice to be fee-based means that the investment
products P5’s organization recommends to clients do not provide revenue in the form of a
commission. Instead, clients pay directly for P5’s investment recommendations through a pre-
established fee agreement, which avoids a conflict of interest with the client. According to P5,
the term “salesmanship” is a derogatory term designed to de-legitimize P5’s competitors who are
commission-based. This de-legitimization is accomplished by suggesting that firms which sell
products in which they have an interest are ones which do not work for the best interests of the
client.

In short, part of the challenge in determining the role that identity plays in competitor

identification stems from the perceived dual role of the competence constructs. On one hand, the
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economic perspective is appealing since it captures the concept that customers will choose
among competing organizations based on the perceived value they will receive from the product
in relationship to the price they will ultimately pay. In addition, the Model of Managerial
Competitor Identification suggests that managers understand that customers evaluate their
organization’s products from an economic point of view. The plausibility question pertaining to
the outcome of a competitive interaction suggests that managers consider firms which are similar
to their organizations in terms of competencies to be more formidable competitors. In the
managers’ minds, similar firms are tougher competitors because they offer products that provide
equivalent value to the customers. Thus, it is more difficult to differentiate their organizations in
the marketplace.

On the other hand, a case can be made that organizational identity impacts competitor
identification. First, identity provides a manager with a basis for understanding the meaning of
where the organization resides on the competence constructs. This relationship between the
competence constructs and a participant’s organizational identity is consistent with views that
suggest an organization enacts and expresses its identity through its strategy. For P5, the
intangible identity components - providing unbiased advice, acting on behalf of the client, and
being authentic - capture the essence of his organization. His organization’s decisions to be fee-
based and non-proprietary are expressions of, and are consistent with, these central and
intangible identity components. Second, the results also suggest that managers determine their
organization’s distinctiveness through the lens of identity. As revealed in the example
concerning P5, a manager’s conceptualization of his or her organization’s identity acts as a
reference point for determining the legitimacy of the organization’s position on the competence

constructs.  Furthermore, this sense of legitimacy is used as a basis for distinguishing the
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manager’s organization from its competitors. Specifically, the more that a firm is perceived as
different from the manager’s organization on a competence construct the more it will be viewed
as exhibiting the antithesis of the organizations’ central and intangible identity factors. Thus, the
manager will see his or her organization as being legitimate, while viewing competitors as being
less legitimate or even illegitimate.

Consequently, given that both the economic and identity perspectives influence a
manager’s perception of the competence constructs, they both influence competitor
identification. The role that both of these perspectives play in competitor identification can be
demonstrated by examining P11’s case. P11 identifies the following competence constructs as
being connected to his organization’s identity: Holistic Wealth Management/Non-Holistic
Wealth Management, Active/Passive, Tight Advisor Network/No Advisor Network and Use Wide
Product Mix/Not Use Wide Product Mix (see Table 25). In addition, P11 names the Small/Large
construct as being connected to his organization’s identity, even though it is not a competence
construct. As shown in Table 27, the intangible and central components of P11’s identity are
honesty (“doing the right thing for the clients and not for us” and “doing what we say we are
going to do”), quality (“doing the best job”), and family (“you really care about each other and . .
. you really always want to be doing the best thing for [family]™).

When connecting the Holistic Wealth Management construct to his organization’s
identity, P11 states:

[Holistic wealth management is] important to me because | think that
there’s a lot of people that call themselves financial advisors out there who
really are just in sales. . .. We’re . . . very holistic . . . [we look] at the
whole market. We’re not just selling the products. . . . We’re advising on
what products to go into, and we’re meeting with our clients on a regular
basis to try and help them down that financial path. . . . [T]here’s a lot of

clients who come in [to our firm] who have [worked with an investment
advisor]. There was no thought put into [their investment portfolio]. . . .
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You know, in my opinion, there’s a lot more that can be done to both
increase return at lower risk and again, if it’s my family, | want to make
sure they have the lowest risks and highest returns.

Table 27: P11’s Description of Identity

Substantive Identity Items

Intangible Identity Items

We are independent; we do not belong to one
organization that tells us how to run our business and who
pays us, you know, specifically to do certain things within

1 would say honesty is probably our top one, making sure
that we’re always doing the right thing for the clients and
not what’s right for us; doing what we say; we tell a client

the business more than you get paid otherwise. we’re going to do something, make sure we do it ...

We are holistic wealth managers and advisors; holistic, in | Do a good job of it...always doing your best job.
the fact that we don’t just concentrate on any one area; we
look at, you know, someone’s finances as a whole. [S]omething else that’s probably part of our identity
would be family....We feel that, you know, we really feel
that the people that are our clients are also our
family...the connotation of family I have is that you
really care about each other and that you really always
want to be doing the best thing for those people. | think
that’s how we think about our clients.

In this statement, P11 connects holistic wealth management to the intangible identity concept of
family. In addition, he also uses the notion of family, which expresses the importance of caring
about the clients, as a way to justify his organization’s position on the holistic dimension and to
differentiate his organization from the competition. More specifically, his statement suggests
that his organization is different than those which are just interested in “sales.” Furthermore,
P11 legitimizes his organization by implying that a firm which is “just in sales” is a firm that is
not interested in taking care of their clients and treating them like family.

As for the economic perspective, P11 also connects the Holistic Wealth Management
construct to how customers choose among alternative products. First, he relates this construct to
value creation when he states that by providing holistic wealth management “you do better by

the clients when you’re looking at a broader spectrum of investments and when you’re looking at
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their entire financial situation.” In addition, he shares a story that demonstrates how offering
holistic wealth management can lead to a competitive advantage in the market place:

I had a [prospect] who came in last week . . . who went to two

advisors. . . . we offered a really diverse program of all [mutual] funds.

And then also we gave them suggestions for a will and an attorney that

would [prepare the will]. We talked about his insurances. . . . [H]e said to

me, “You know, | like that other advisor. We have a really good

relationship. | thought he was a great person.” He said, “I would put you

guys on the same level there.” But he said, “You blew them out of the

water with what you’re offering [compared to] what they’re offering.”
According to these statements, his organization’s competence in holistic wealth management
appears to not only provide customers with a value-added service, but also helps create a
competitive advantage for his organization.

Similar results were produced for the Active and Tight Advisor Network constructs. With
respect to P11’s description of his organization’s identity, he states that Active is an approach to
the management of investments in which his organization seeks to adjust clients portfolios to
take advantage of market trends. In connecting this competence to his organization’s identity
P11 states that, “l don’t think you could really be doing the right thing for the client” if you
ignore the market trends and leave the client’s money in investments that you feel are not going
to perform well in the future. This statement can also be connected to the family and honesty
aspects of his organization’s identity. As for Tight Advisor Network, P11 describes this construct
as follows:

We have built [a tight advisor network], which is [comprised of]
independent financial professionals in other areas that we’re not experts
in . . . we refer them to [our clients], and [thus] we bring . . . different
[areas of expertise] to the table. . . . [So, we’re] not just looking at only

their finances. . . . [We’re] looking at a very broad range of what they do
and their relationship with everything that’s financial.
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When asked how the Tight Advisor Network construct is related to his organization’s identity,
P11 responds that it is connected to the concept of family and honesty in that, “I wouldn’t feel |
was doing the best thing for my clients, if I only focused on their investments and didn’t look at
... all of [the] different areas [of their finances]. Because, they would leave here and | would
know there are still holes in it.”

P11 also makes a connection to competitive advantage when he states that his location on
the Active construct means that his organization can provide its clients with “higher returns with
lower risk.” However, when asked why he gave his organization a rating of ‘3’ on this construct
(see Table 28 for P11’s repertory grid), P11 suggests that active management can be taken too
far in that “you’re just [buying and selling investments] for the sake of [buying and selling
investments] and . . . reacting too much to the market.” According to P11, competitors who
reside at the Active end of construct partake in activities that can lead to lower investment
returns. Therefore, his organization’s position as a ‘3’ on this construct is perceived to be a
competitive advantage, since his organization engages in active investment management, but
does not take this approach too far.

Finally, the Tight Advisor Network construct is perceived by P11 to provide a high degree
of value to his organization’s customers:

[T]he advantage is that my clients leave here and their entire financial
situation has improved from when they walked in my door. . . . The client
feels that they have been taken care of in every single way. They love the
fact that we talked to the accountant and the accountant talks to the lawyer
and that . . . the right hand knows what the left one is doing.
In addition, according to the ratings he gives his organization’s competitors on this dimension,

P11 perceives this product feature to be a distinct advantage in the market place. Moreover, he

provides further support of his conclusion by stating that, “We’ve gotten a lot of referrals
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because of [our tight advisor network], especially business owners and people who are . . .

currently working and don’t have a lot of time.”

Table 28: P11’s Repertory Grid

Ratings Assigned by P11

-
I
_U)
D e | | v | =
Constructs | & | © | © | © | O | constructs
Wide Product Mix 1 1 3 3 3 | Narrow Product Mix
Small 3 3 5 7 3 | Large
Limited Advertising 3 4 4 6 1 | A Lot of Advertising
Transitioned Ownership 1 7 4 7 7 | Has Yet to Transition
Holistic Wealth Management 1 1 4 3 3 | Non-Holistic Wealth Mgmt
Active 3 2 5 6 5 | Passive
Tight Advisor Network 1 7 7 7 7 | No Advisor Network
Use Wide Product Mix 1 1 3 3 3 | Not Use Wide Product Mix

Note: Constructs generated by Laddering Technique denoted by italics.

Given that both the economic and the organizational identity sub-models have an effect
on competitor identification, the Model of CI presented in Section 5.2 of this chapter should be
modified to reflect this finding. Accordingly, organizational identity is now depicted in the
revised Model of CI illustrated in Figure 7. Ol is shown as influencing the Competence
Similarity component of the model, as well as the Market Presence and Organizational Market
Focus components. Data supporting the connection of Ol to Market Presence and Organizational
Market Focus can be found in various participants’ descriptions of their organizational identity
and customers. First, as reported in Table 29, some of the participants generated market
constructs during the repertory grid process and associated them with their organization’s
identity. Second, as reported in Appendix B, all of the participants’ identity descriptions

reference customers (see Appendix B, pages 252-255). The fact that such references are made is
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consistent with current viewpoints which propose that an organization’s identity is constructed
through interactions with its stakeholder groups (Scott & Lane, 2000; Gioia, 1998; Dutton &
Dukerich, 1991). Thus, these statements referring to customers suggest that each participant’s
organization constructed its identity, in part, by using the customer stakeholder group as a

reference point (Gioia, 1998).

Figure 7: Model of Managerial Competitor Identification (Revised)

Organizational Identity

Organizational

Competence Competitor
LT Similarity Resources
Focus
Market l l l Competitor
Presence T T T Closeness
C?\;n;féttor Competitive Competitor
Interaction Capability

Focus

Table 29: Market Constructs Connected to Identity

Participant | Constructs

P1 Individual clients — Corporate/business clients

P3 Construction — Non-construction
Non-profit — Not non-profit
Valuation — No valuation

P4 Healthcare - No healthcare
Non-profit — No Non-profit

P13 Closely Held Client Focus — Public Company Focus

P15 Small business/commercial focus — Retail focus (Laddered)
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However, the relationship between Ol and the Competence Similarity component of the
model is different. With respect to Competence Similarity, the above examples suggest that
when competencies are perceived by a manager to be connected to the organization’s identity,
this connection modifies the role that these competencies play in competitor identification. In
addition to being seen as a source of the organization’s competitive advantage, these
competencies also serve as expressions of the organization’s identity. Moreover, the
organization’s identity acts as a reference point that managers can use to make or justify their
choices pertaining to their organization’s competencies. This sense of justification is translated
to competitor identification when a manager uses the organization’s identity as a way to provide
a basis for explaining the organization’s legitimacy and right to exist (Ashforth & Mael, 1996).
In short, identity modifies competitor identification by introducing legitimacy as an alternate
means for a manager to construe his or her organization’s distinctiveness. In turn, this
distinctiveness is used to sensemake about potential and actual competitors, answer the

plausibility questions and define the competitor LSR.

56 SUMMARY OF ANALYSIS AND RESULTS

This chapter described in detail the analysis and results of the collected data. To begin
with, a new Model of ClI was developed which provides a basis for understanding how a
manager develops his or her organization’s competitor LSR. The remaining sections of this
chapter examined the contributions of the categorization, economic and identity perspectives to

the CI process.

182



The role that a categorization scheme plays in the process of managerial competitor
identification has been redefined. First, a manager’s industry taxonomy represents the set of
firms that will initially be considered for the Market Presence test of the Cl Model. Additionally,
it is proposed that managers will rely on their respective competitor categorization schemes in
situations where their ability to determine the meaning of a competitor is hampered by a lack of
specific evidence or information pertaining to that competitor. In cases where such specific
evidence or information is lacking, managers will fill in these information gap deficiencies by
relying on their more general understanding of the meaning given to the category in which the
firm is assigned.

With respect to the economic perspective, it may appear on the surface that it sufficiently
explains the process of Cl — especially given that the components of the CI Model are all
economic concepts. However, the data suggests that there is more actually influencing the ClI
process than can be adequately explained by the economic perspective.

Finally, this researcher found evidence that organizational identity is connected to
competitor identification. First, the identification results strongly suggest that managers likely
make sense of their organization’s competitive environment through the organizational identity
lens. This lens affects how firms in the external environment (possible competitors) are
construed. Thus, organizational identity becomes a fundamental element of competitor
sensemaking. This study links Ol to the following components of the ClI Model: Market
Presence, Organizational Market Focus and Competence Similarity. The fact that OI is
connected to markets and customers conforms to the notion that an organization’s identity is
constructed through interactions with its stakeholder groups. The fact that Ol is connected to

Competence Similarity means that an organization’s identity acts as a reference point that
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managers can use to make or justify their choices pertaining to their organization’s
competencies. This justification provides a basis for explaining the organization’s legitimacy as
a competitor which serves as an alternate means for a manager to construe his or her
organization’s distinctiveness. In turn, this distinctiveness is used to sensemake about potential
and actual competitors, answer the plausibility questions and define the competitor LSR.

In conclusion, this researcher found that all three perspectives — categorization, economic
and identity — do play a role in competitor identification. However, the role may not be the one

originally anticipated by the various perspectives.
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6.0 DISCUSSION AND CONCLUSION

This dissertation is focused on addressing certain issues relating to how top managers
identify their organization’s competitors. The research questions framing this study were
developed in light of current perspectives that have previously investigated managerial
competitor identification. A review of the categorization and economic literature reveal that
these perspectives contain certain limitations and discrepancies. In addition, the organizational
identity perspective is offered as a third framework capable of explaining of how managers
identify their competitors. Given the limitations of the economic and categorization perspectives
and the possibility that organizational identity may play a role in managerial competitor
identification, this study sought to answer the following questions:

1. Does organizational identity influence which firms a manager identifies as the

organization’s competitors?

2. If Ol does influence managerial competitor identification, how does each of the
three sub-models — categorization, economic and organizational identity —
influence which firms are identified by a manager as the organization’s
competitors?

Given the existence of the economic and categorization perspectives, this study was

designed as a theory-elaboration study. Accordingly, a qualitative, grounded-theory building

methodology was employed to explore the research questions. This chapter discusses the major
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findings and theoretical contributions of this study. In addition, the chapter will also address

managerial implications, the study’s limitations and suggestions for future research.

6.1 RESEARCH FINDINGS AND CONTRIBUTIONS

The study’s key research findings pertain to the development of a model of managerial
competitor identification, as well as the integration of the categorization, economic and identity

perspectives.

6.1.1 Model of Managerial Competitor Identification

An important contribution of this dissertation is the development of a model explaining
the factors that managers use to identify their organization’s competitors. This model was
constructed within the context of two key observations gleaned from the development of the
Model of Competitor Sensemaking discussed in Chapter 2.0. First, a complete explanation of
the competitor identification process needs to account for three aspects — the competitor label, set
and rank. It is proposed that competitor identification is a process in which managers
discriminately attach the competitor label to certain firms. In order to attach this label, a
manager must possess a definition of the term competitor and must possess enough knowledge
about a firm to be able to determine if the label should be attached to such firm. Moreover,
evidence supports the notion that managers will often attach the label to more than one firm. In
this manner, the organization’s competitor set is established. Furthermore, current perspectives

suggest that the competitor set possesses a hierarchical structure in which some firms will be
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seen as closer competitors than others. Overall, as the literature review confirms, competitor
identification involves the development of a competitor label, the attachment of the label to
certain organization to form the competitor set and the ordering of this set from closest to more
distant competitors.

Second, the data analysis revealed that managers make sense of their competitors by
seeking to construct a plausible explanation as to whether or not a firm should be labeled as a
competitor. This notion of plausibility was developed in light of the factors that the participants
used to explain why certain firms were included in the competitor set. According to the Model
of Managerial Competitor Identification these variables include Market Presence, Organizational
Market Focus, Competitor Market Focus, Competitive Interaction, Competence Similarity,
Competitor Resources and Competitor Capability.

The first four of these model components - Market Presence, Organizational Market
Focus, Competitor Market Focus, and Competitive Interaction - relate to the manager seeking an
answer to the first plausibility question: How likely is it that my organization will engage in a
competitive interaction with this firm? Accordingly, this aspect of the model suggests that part
of the definition of the competitor label involves a manager’s perception as to the likelihood of
engaging in competition with a firm. In other words, a firm is not a competitor if evidence
supports a conclusion that this firm will not or has not engage in competition with the manager’s
organization. If a manager cannot reach a plausible conclusion that his or her organization will
likely engage in competition with a firm in the future, then it is more than likely that the firm will
not be considered a competitor.

With respect to the first four components and the first plausibility question, the Market

Presence factor is positioned in the model as a threshold or necessary condition that a firm must
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meet in order for it to be identified as a competitor. More specifically, the evidence suggests
that, at a minimum, a manager must perceive a firm to be present in markets served by the
manager’s organization in order for it to be considered for inclusion into the competitor set.
Stated differently, it would be illogical for a manager to conclude that a firm is a competitor if
they do not possess a presence in markets currently served by the manager’s organization.
Therefore, part of answering the first plausibility question involves an assessment of whether or
not a firm is present in an organization’s markets.

While a firm must be present in an organization’s markets to be labeled a competitor, this
condition does not automatically lead to the firm being included into the competitor set. Instead,
the other variables of the model are ones that are brought to bear in the sensemaking effort.
Continuing the discussion of the first plausibility question, the factors pertaining to
Organizational Market Focus, Competitor Market Focus and Competitive Interaction are ones
that complement Market Presence. Specifically, these factors are ones managers use to
determine the likelihood of engaging in competition with a particular firm.

Organizational Market Focus suggests that a manager’s organization may operate in more
than one market and that at least one of these markets is important to the manager’s organization.
If a firm is present in a market that is also important to the manager’s organization, then the firm
is more likely to be seen as a closer competitor. From a plausibility perspective, the likelihood
of engaging in competition with a firm that is present in markets that are important to the
manager’s organization increases because the manager’s organization will focus its time,
attention and resources in active pursuit of customers in this important market space.

Competitor Market Focus suggests that managers can detect how important their

organizations’ markets are to competitors. If it is perceived that a firm is not focused on these
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same important markets, then this condition will likely result in the firm being considered a more
distant competitor. Logically speaking, a firm that is not focused on markets important to the
manager’s organization implies that the firm’s attention is not directed towards these important
markets. Thus, the likelihood of engaging in a competitive interaction with this firm is reduced
or diminished.

Lastly, Competitive Interaction involves a manager’s perception as to the frequency with
which his or her organization has engaged in competitive situations with a firm. This perception
of frequency can come in the form of direct or indirect competitive activity. An instance of
direct interaction occurs when the manager’s organization engages in a head-to-head competitive
confrontation with a firm for a customer. Indirect interaction entails firm activities designed to
solicit customers in the market place. The frequency with which a firm advertises is a form of
indirect competitive interaction. This Competitive Interaction component of the CI Model
strikes at the heart of the first plausibility question concerning the likelihood of competition. If a
manager’s organization experiences frequent competitive interaction with a firm, then it is
logical to conclude that this trend will continue in the future. If past activity is infrequent or
nonexistent, then this may lead a manager to conclude that the likelihood of experiencing
competition with this firm is low. Thus, the more frequent the competitive interaction with a
particular firm, the more likely that the firm will be considered a closer competitor.

As for the remaining three components of the model — Competence Similarity,
Competitor Capability, and Competitor Resources - they relate to the second plausibility
question: What is the likely outcome if the manager’s organization engages in a competitive
interaction with this firm? To begin with, Competence Similarity captures a manager’s

perception of how similar a firm is to the manager’s organization in terms of competencies. A
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firm that possesses similar competencies is likely to produce products with similar value. From a
manager’s point of view, firms with similar business models are tougher competitors because of
the increased difficulty the manager faces in differentiating his/her organization from these
similar firms. Accordingly, a firm which is perceived to possess similar competencies is one that
increases the likelihood of the manager’s organization having a more difficult time prevailing in
a competitive battle with this firm. Thus, such a firm would be considered a closer competitor.

Competitor Capability captures a manager’s perception of a firm’s ability to effectively
compete in the market place. Perceptions as to a firm’s capability can impact competitor
identification in that the more that a firm is perceived to be capable, the more likely it is that it
will be seen as a close competitor. With respect to the plausibility question, a capable
organization is one that increases the likelihood that the manager’s organization will experience
an unfavorable outcome if they encountered this firm in a competitive situation.

Competitor Resources suggests that if a firm possesses certain resources that increases its
competitiveness in the marketplace, that the presence of such resources will increase the
likelihood of the firm being considered a closer competitor. An important aspect of this factor is
that the resources that the firm possesses must give the firm some advantage. If the manager
detects that a firm possesses such resources, then this perception will factor into the manager
viewing this firm as a more formidable competitor. Thus, for the manager’s organization, there
is a stronger potential of losing in a competitive situation.

In sum, the Model of Managerial Competitor Identification makes several important
contributions. First, it expands the current understanding of managerial competitor identification
by offering a theoretical framework that is capable of explaining how a manager constructs the

competitor set. Second, the model makes a contribution by framing the competitor label as a
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manager’s desire to construct a plausible explanation as to why a firm should be included in the
competitor set. Accordingly, managers consider a firm to be a closer competitor when they
perceive that their organization will likely engage in future competition with such firm and when
they perceive that their organization may have more difficulty in achieving a successful outcome
when engaging in a competitive interaction with such firm.

The notion of plausibility furthers our understating of managerial competitor
identification by offering an alternate explanation as to why managers produce competitor sets
that are sub-sets of the available firms within their organizations’ industries. In the past, scholars
have explained this phenomenon as a product of a manager’s bounded rationality (Porac &
Thomas, 1990). Specifically, a manager can only keep track of a certain number of competitors
given limitations on his or her cognitive ability. However, this dissertation suggests that
bounded rationality may only partially explain the size of the competitor set. Instead, a firm may
be excluded from the competitor set due to the manager’s perception that the firm is not relevant
as determined by the criteria outlined in the Model of Managerial Competitor Identification.
However, this observation does not mean that bounded rationality is absent as a factor in limiting
the size of the competitor set. Alternatively, the study suggests that the size of the competitor set
is not strictly determined by the cognitive limits of managers.

Third, the model makes a contribution by suggesting that Competitor Closeness is an
alternate (or primary) phenomenon of study. The literature review conducted as part of this
dissertation reveals that most researchers focus their efforts on explaining how a firm comes to
be categorized as either a competitor or non-competitor (e.g., Porac & Thomas, 1990; Clark &
Montgomery, 1999). While studying categorization is valid, focusing exclusively on this aspect

of managerial competitor identification is somewhat myopic since it overlooks the issue of
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competitor rank. Choosing to focus on categorization to the exclusion of rank or closeness is
problematic since it frames managerial competitor identification as a dichotomous rather than
continuous variable. This difference is subtle, yet important, since Competitor Closeness
suggests that managerial competitor identification is a more dynamic concept than what is
suggested by the categorization literature. In other words, managers are probably more likely to
change perceptions of the closeness of their organization’s competitors than they are to add or
remove firms from the competitor set. In addition, the relevance of a competitor’s ranking or
closeness to the manager’s organization is likely to be of more importance to a manager than
whether a firm is, or is not, a competitor. Overall, incorporating Competitor Closeness into this
study makes a contribution by calling into question the validity of focusing research concerning

managerial competitor identification solely on competitor categorization.

6.1.2 Categorization Perspective

A focus of this study is to determine the role that a manager’s industry categorization
scheme plays in managerial competitor identification. This clarification of categorization’s role
in the CI process is necessary due to the limitations present in the existing theoretical explanation
of this relationship, as well as evidence suggesting that the process of competitor identification
may be more complex than what is described by current theory (Picken, 1995). Moreover, a
need exists to integrate categorization theory into an expanded understanding of competitor
identification, which also incorporates the economic and identity perspectives.

Of those participants who produced industry taxonomies, a majority identify competitors
that reside in multiple categories of the industry taxonomy. This finding is significant because it

contradicts current claims that a manager’s competitors will more than likely reside in the
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organization’s self-assigned category (Porac & Thomas, 1990). Given this result, however, the
issue of how a categorization scheme affects competitor identification still remains. In resolving
this issue, it should first be noted that categorization does have an effect on competitor
identification. To begin with, a manager’s industry taxonomy does appear to represent the set of
firms that will initially be considered for the Market Presence test of the CI Model. Second, the
data reveals that participants’ ranking of their competitors from closest to most distant are
strongly correlated with the competitors’ category memberships. Third, the ratings the
participants give to their competitors on their respective repertory grids reveal the existence of a
category effect.

However, the role that a categorization scheme plays in the process of managerial
competitor identification has been redefined. For purposes of competitor identification, it is
proposed that managers will rely on their respective competitor categorization scheme in
situations where their ability to determine the meaning of a competitor is hampered by a lack of
specific evidence or information pertaining to that competitor. In cases where such specific
evidence or information is lacking, managers will fill in these information gap deficiencies by
relying on their more general understanding of the meaning assigned to the category in which the
firm resides. This role of an industry categorization scheme is developed in light of current
theory which suggest that a categorization scheme can act as a sensemaking device (Fiol & Huff,
1992). Thus, this study proposes that how a manager conceptualizes and defines the categories
that comprise his/her industry taxonomy provides information that the manager can use to make
sense of firms assigned to a specific industry category.

In short, with respect to the categorization perspective, this study makes a contribution to

the literature by reframing the role that a manager’s categorization scheme plays in competitor
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identification. First, the study provides further evidence to suggest that the process by which of
competitor identification is more complex than what is suggested by the current theory. Second,
the evidence also provides a basis for claiming that the role of a categorization scheme in
competitor identification is different than what has been proposed. Third, the study makes an
additional contribution by offering evidence to suggest that a categorization scheme acts as a
sensemaking device which provides managers with information that can be used to form
impressions of firms within their competitive environment. In turn, the information from the

taxonomy that is used to form these impressions affects the manager’s competitor LSR.

6.1.3 Economic Perspective

With respect to the economic perspective, the Model of CI exhibits the various economic
components affecting the process of managerial competitor identification. Thus, in formulating
this model, the specific economic concepts which impact competitor identification have been
recognized and placed in a framework. While it may appear on the surface that the economic
perspective sufficiently explains the process of Cl, this study suggests that there is more actually

influencing the CI process than can be adequately explained by the economic perspective alone.

6.1.4 Organizational Identity

A main contribution of this dissertation is the establishment of a connection between
organizational identity and competitor identification. The existence of such a connection is
grounded in the results produced from the participant interviews. During the interview process,

an organizational identity was described by each participant. In order to establish a connection
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between these organizational identities and competitor identification, each participant was asked
whether or not this identity description can be connected to the constructs of his or her repertory
grid. (Recall that an individual’s theoretical framework of any given domain can be surfaced
through the elicitation of constructs via the repertory grid technique). Every participant’
connected his/her described organizational identity to his/her repertory grid, thus, establishing a
link between organizational identity and competitor identification.

Furthermore, each participant was asked interview questions designed to surface the
nature of this relationship and to discover the role that identity plays in competitor identification.
Analysis of the interviews and related data surfaced a consistent pattern in which Ol is connected
to competitor identification via the organization’s competencies. Moreover, not only does
organizational identity provide a means to justify choices regarding how the organization is
positioned to compete in the marketplace, but Ol also provides a means to establish the
organization’s legitimacy through its competencies.

The presence of legitimacy modifies the Model of Managerial Competitor Identification
in that it introduces an alternate means by which a manager construes his/her organization’s
distinctiveness. The data suggests that managers determine how their organization is different
from their competitors in both economic and legitimacy terms. In other words, when evaluating
a firm in terms of Competence Similarity, a manager is essentially making an evaluation as to the
extent to which a firm creates value and is legitimate. Therefore, a firm which is more similar to

the manager’s organization is a more formidable competitor because it not only increases the

1 Again, in this case, every participant means all participants from whom a repertory grid was elicited. Thus, this

reference does not include Participant 9, since he did not complete the repertory grid exercise.
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difficulty of distinguishing the manager’s organization in terms of value creation, but also makes
it harder to distinguish the organization’s legitimacy and right to exist.

In short, establishing a connection between organizational identity and competitor
identification is significant in and of itself. Much of the theoretical work upon which an
understanding of managerial competitor identification can be built (market definition,
competitive rivalry and normative frameworks of competitor identification) has been developed
within the context of economics (Chen, 1996; Day, 1981). Given the strong influence of the
economic perspective, providing evidence that organizational identity plays a role in competitor
identification alters and expands the current perspectives. Moreover, integrating the economic
and identity perspectives provides a more robust model to explain how a manager identifies his
or her organization’s competitors. With respect to integration, this paper makes an additional
contribution by introducing legitimacy as an alternative dimension upon which a manager seeks

to distinguish his or her organization from its competitors.

6.1.5 Conclusion of Research Findings And Contributions

In summary, this study has produced a new model illustrating the CI process as a special
type of sensemaking. In addition, the categorization, economic and identity perspectives have
been explored and integrated into one theory to explain this phenomenon. Finally, identity has
been linked to the managerial competitor identification process and the concept of legitimacy has
been introduced as an alternative dimension upon which a manager seeks to distinguish his or

her organization from its competitors.
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6.2 MANAGERIAL CONTRIBUTIONS

In general, this study makes a contribution to the practice of management because it is the
first in-depth, field investigation that integrates three theoretical perspectives and produces a
model describing how managers identify their competitors. While research has been conducted
previously in this area, it has produced a limited understanding of how managers identify their
organization’s competitors, incomplete explanations, and perspectives that conflict with each
other (Clark & Montgomery, 1999). Therefore, this study makes a management contribution
because it expands the current understanding of this important area of strategy. Managers now
have a model illustrating the various components that should be considered by them when
analyzing their competition. Additionally, this study provides a foundation upon which further
research can be conducted, which will hopefully lead to a richer understanding of CI and further
contributions to the practice of management.

This study also provides key insights for managers which can be applied to their
organizations. Recall that the basis for studying managerial competitor identification rests on the
observation that competition is an environmental condition faced by all firms (Porac & Thomas,
1990; Rumelt et al., 1994). Furthermore, an organization’s ability to understand its competitors
or competitive environment is an important aspect in the formation of a strategic agenda and in
the construction of a defensible competitive position (Porter, 1980). Given the importance of
competition to strategy formulation, how an organization defines the competitor label and
constructs the competitor set has important implications. Thus, the results of this study provide
two key insights about competitor identification that impact competitor analysis, planning, and

strategic action.
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First, this study reveals that a manager’s competitor set is comprised of a subset of firms
that operate in the organization’s market space. The reason that the competitor set is limited to a
subset of firms stems from a manager’s propensity to only label a firm as a competitor if he/she
can construct a plausible or logical explanation as to why it should be included in the competitor
set. This role of plausibility in competitor identification means that a manager may produce a
restricted and myopic view of competition, ultimately leading to the creation of a competitive
blindspot (Zajac & Bazerman, 1991). More specifically, the plausibility criteria can create
blindspots by eliminating firms from the competitor set that should be included or by including
firms that should be excluded. In the event that a blindspot is created, this condition can affect
conclusions drawn from a competitor analysis and lead an organization to construct a misguided
strategic agenda (Bergen & Peteraf, 2002).

In order to prevent competitive blindspots, managers may need to alter how they
construct their organization’s strategy. More specifically, the implication for management is that
they will bring to the deliberations and analysis of their competitive environment preconceived
notions as to what constitutes a competitor. To avoid blindspots, managers may want to take
steps to challenge their definitions of the competitor label in an attempt to uncover their
operating assumptions about competition (Mason & Mitroff, 1981). Ultimately the goal is to
assure that managers are operating from a more accurate and thorough conceptualization of the
competitive landscape, which should lead to better decision-making (Bergen & Peteraf, 2002).

Second, the results concerning the role of organizational identity also appear to provide
important managerial insights. Specifically, this aspect of the Cl Model suggests that competitor
identification involves establishing the organization’s legitimacy. Recall that organizational

identity is often considered by scholars to provide members with a foundational understanding as
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to the firm’s reason for existence (Albert & Whetten, 1985; Ashforth & Mael, 1996). From a
management perspective, this has implications because any discussions of the organization’s
competitors and its competitive environment are tied to members’ perceptions of the
organization’s legitimacy and its right to exist. Thus, when a manager challenges the
composition of the competitor set, he/she may face unexpected resistance since these competitors
are entwined in members’ conceptualizations of the organization’s identity. Under this scenario,
challenging the competitor set and rank means that a manager is challenging the veracity of the
organizational identity, which could throw the organization into an identity crisis (Albert &
Whetten, 1985; Albert, 1998).

Conversely, the competitor set may be used as a management tool to help an organization
break away from the grip of identity. Scholars often consider organizational identity to be a
conceptualization that is generally resistant to change (Albert & Whetten, 1985; Ashforth &
Mael, 1996). While the enduring nature of identity can provide organizational members with a
sense of continuity and stability (Ashforth & Mael, 1996), its resistance to change can also affect
an organization’s ability to adapt to environmental conditions (Fiol, 2002; Gioia, Schultz &
Corley, 2000). Accordingly, a manager may be able to unfreeze members’ conceptions of
identity by claiming a need for a change in the make-up of the competitor set (Fiol, 2002). More
specifically, a manager can use a newly established set of competitors as a reference point for
reconstructing a new or altered sense of identity that will move the organization in an appropriate
strategic direction (Gioia & Thomas, 1996).

For example, P1’s organization gains its sense of legitimacy through the intangible
identity aspect of “doing what is best” for his organization’s clients and through the substantive

items in which his organization provides fee-based financial planning services to individual
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investors. Existing theory suggests that the firms P1 identified as his organization’s competitors
partly play a role in the construction of the organization’s identity (Gioia, 1998). Given that P1’s
competitors help establish his organization’s legitimacy and sense of identity, these firms act as
identity reference points and psychological anchors that provide a foundation for members to
understand the reason for the organization’s existence.

Now assume that P1 were to declare that his organization’s top competitors now included
firms other than those that have historically been the organization’s closest competitors. This
proclamation could inadvertently remove and replace the organization’s identity reference
points. In turn, this could send P1’s organization into an identity crisis as it attempts to construct
perceptions of these new competitors and understand the revised basis for the organization’s
legitimacy. Moreover, if P1’s organization identifies a new set of competitors that either
provides different types of products or serves different markets, the attempts to make sense of
these new competitors may lead the organization’s members to not only question substantive
aspects of the organization’s identity, but to also question whether “doing what is best for the
clients” is still a central organizational characteristic. Under this scenario, members may resist
the reconstitution of the competitor set because it provides too much of a challenge to the
organization’s identity.

However, in order to move the organization in a new strategic direction that requires an
altered sense of identity, P1 could purposefully use this tactic to initiate an intended identity
crisis. In this scenario, P1’s declaration of a new competitor set could be part of a conscious plan
to start an internal conversation about the firm’s strategic direction and its sense of identity. If
P1 claims new competitors, he may be able to unfreeze perceptions that the organization’s

legitimacy is connected to providing fee-only financial planning to individual investors. Instead,

200



by naming new competitors, P1 may suggest that in order to provide services that are in the
clients’ best interest that the organization needs to alter its product mix and provide a different
kind of service. During deliberations, P1 could connect the new service to the intangible aspect
of doing what is best for the clients and refreeze members’ perceptions of the organization’s
identity and legitimacy.

As illustrated in these examples, changing the competitor set can have important
implications for members and may create an unintended result in the form of an identity crisis.
However, managers can use the results of this study to their advantage by anticipating the effects
that changes to the competitor set can have on the organization. Moreover, management can also
use the competitor set as means to initiate a new strategic direction for the organization by
intentionally altering the make-up or structure of the set in order to trigger a needed adjustment
to the organization’s identity. Overall, the connection between organizational identity and
competitor identification established by this study provides key insights that inform the

management practice.

6.3 LIMITATIONS

While this dissertation makes some important contributions, it also contains certain
limitations worthy of note. First, given that the sample was drawn from the financial services
industry, the results may not be generalizable to other industries. The decision to limit the
sample to one industry was made in order to reduce the complexity of the cross-case analysis. In
other words, it was recognized that the nature of this study would necessitate a within case and

between cases analysis of the data and the use of replication logic to develop a revised theory
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(Yin, 2003). Given the need for cross-case analysis and this researcher’s perception as to the
complexity of the research questions, it was believed that using participants from multiple
industries would add an additional layer of complexity that could lead to skewed results.
However, a certain degree of variation was achieved by producing a sample of participants from
various types of firms in this industry. Despite this variation, an issue still remains as to the
ability to generalize the study’s findings.

Second, the data collection methods may have affected the results produced. One such
influence concerns the ordering of the activities. This is a concern because interview activities in
earlier parts of the process may have provided a frame of reference or made salient certain
aspects of competitor identification that carried over to latter parts of the interviews (Kiesler &
Sproull, 1982). While the study was specifically designed to prevent undue influence, a
guarantee cannot be made that the sequence of data collection activities did not influence the
results.

Another concern about the data collection methods revolves around the issue of
participant sensemaking. The interview questions and mental model elicitation procedures may
have delved into areas that the participants had not thought of before. For example, asking a
participant to name and rank his/her top competitors may have been the first time that he or she
took time to actually identify and think about this competition. Furthermore, with respect to
organizational identity, researchers generally agree that it is a mental model comprised of taken-
for-granted assumptions about the organization that are often not explicitly discussed or
recognized by the organization’s members (Ashforth & Mael, 1996). For certain participants,
surfacing their organization’s identity during the interview process may have been the first time

that they have even considered or thought about their views on this matter. Taken together, these
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examples suggest that the interview process may have required participants to produce mental
models for the first time. With respect to this study, this has an impact on the test-retest
reliability of the study (Yin, 2003). In other words, if a researcher were to re-conduct the
interviews, a likelihood exists that different answers to the interview questions and different
versions of the participants mental models could be produced. While the decision to conduct
fifteen interviews was made to increase the reliability of the findings, some doubt does remain as
to the study’s test-retest reliability.

Moreover, an additional area of concern associated with the data collection methods
involves the extent to which this researcher’s interaction with the participants may have biased
the results. Qualitative research inherently requires interaction between the researcher and the
object of the research. Accordingly, this close interaction can produce a series of concerns about
possible biases or certain types of influences that can lead to misguided conclusions (Miles &
Huberman, 1994).

In the case of this study, such concerns were magnified due to each participant’s
familiarity with the researcher. Recall that one reason given for choosing the financial services
industry as the study’s sample frame was the ability of this researcher to gain access to top
managers through his personal network. While this researcher’s personal network was an
important resource, it also presents a possible limitation since the participants all possessed a
degree of familiarity with this researcher. In short, the degree of familiarity between the
researcher and the study’s participants should be noted since this condition could have been a
factor that inadvertently influenced final results.

With respect to this dissertation, however, steps were taken to design a study that would

increase confidence in the study’s findings. The steps taken include the following: (1) deciding
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to conduct a pilot study to test the effectiveness of the data collection methods; (2) using multiple
perspectives to study competitor identification; (3) taking time during the interviews to feedback
to participants this researcher’s emerging understanding of their situations to assure proper
interpretation; (4) using analytical methods that would prevent the reaching of premature
conclusions; and (5) employing a second coder at various points of the data collection process
(Miles & Huberman, 1994; Yin, 2003). While these steps were taken to reduce possible
researcher bias and unwarranted influence, these factors may still have affected the study’s
results.

Finally, as discussed earlier, the Model of CI recasts competitor identification as a more
fluid and dynamic process through the concept of Competitor Closeness. This implies that
managers will not only change their perceptions of competitor label and set over time, but also
will alter their perceptions of each competitor’s degree of closeness (i.e., competitor rank). The
continuous variability of the competitor LSR perceptions over time is inherently recognized in
the Model components. For example, detection of new competitive interaction with a firm
outside the existing competitor set, could lead to a perception that this firm should now be
included in the competitor set and thus, affect the existing competitor label and rankings.
Although the Model of CI anticipates the elements of time and change, it would be helpful to
revisit the study participants in three to five years to determine if any changes to the Model and

its components are necessary.
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6.4 FUTURE RESEARCH

In addition to making several important contributions, this study has also created several
avenues for future research. These possibilities fall into two categories. The first category is
comprised of topics relating to further issues outlined in the Model of Competitor Sensemaking.
The second set of topics relates to avenues of further investigation between organizational

identity and competitor identification.

6.4.1 Future Sensemaking Research

With respect to the Model of Competitor Sensemaking, a possible topic for future
investigation concerns the social aspects of how managers’ construct their competitor sets.
Studying the social aspect of competitor identification would compliment and extend the
findings of this study, which was conducted at the individual level of analysis. Furthermore, a
manager’s individual sensemaking is considered to be largely influenced by social interactions
with other organizational members. In order to study social aspects of competitor identification,
a researcher could consider such an investigation to be a theory elaboration study and employ a
qualitative research design. With respect to the issue of sample, a study of this nature could be
conducted by using a single organization selected because it represents an ideal example or by
using a multiple case design in which two or three organizations are chosen in order to provide
the means to perform cross-case analysis (Yin, 2003).

A second issue worth exploring revolves around changes to the competitor set. Recall
that the Model of Competitor Sensemaking suggests that managers of an organization face a

continuous stream of issues and are in a constant process of sensemaking (Dutton, 1993). With
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respect to competitor identification, an issue may surface which causes a manager to not only
question the competitor set, but also the definition of the competitor label and the ranking of
his/her organization’s competitors. A study of this type could rely on past research which
suggests that managers categorize issues using various labels (Dutton & Jackson, 1987; Dutton,
Walton & Abrahamson, 1989; Jackson & Dutton, 1988) and which have developed frameworks
relating to strategic issues and strategic agenda building (Dutton & Penner, 1983; Dutton &
Ottensmeyer, 1987; Ansoff, 1980). Building on this research, a researcher could employ a
qualitative design and study how sensemaking and issue diagnosis affect the competitor LSR.

A third avenue for study that relates to sensemaking entails how conceptualizations of the
competitor set affect strategic action. A key component of sensemaking is action (Weick,
Sutcliffe & Obstfeld, 2005). Managers actively seek to make sense of firms in their competitive
environment for the purpose of distinguishing between competitors and non-competitors.
According to the sensemaking perspective, once a manager has developed a plausible
explanation of his or her organization’s competitors, this interpretation provides a basis for
action. In turn, once an organization has acted, the consequences of the action provides the basis
for further sensemaking. Similar to the previous possible avenues for investigation, a researcher
could explore these issues in a field setting using either a single or multiple case design.

A final suggestion for future sensemaking research topics involves the exploration of the
relationship between managerial attention and competitor identification. Attention is often
considered to be a limited resource that managers will allocate across various strategic issues
(Ocasio, 1997). Accordingly, competitor identification as a strategic issue will compete with
other issues for a manager’s time and attention. The implications are that managers will, over

time, vary the amount of time that they spend monitoring and attending to their organization’s
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competitors. When studying the relationship between managerial attention and competitor
identification, one could seek to understand the contextual issues that affect how much attention
a manager will allocate to competitor identification. For example, if the manager’s business is
not doing well economically, more time and attention may be focused on the organization’s
competitors. However, in time of economic slack,. less time and attention may be devoted to the
competition.

Another example of the relationship between managerial attention and Cl worth
exploring can be seen in the case of P9. P9’s inability to name competitors was partly the result
of several factors that affected how he allocated his attention. First, he expressed that he did not
pay attention to his competition given the perception that his organization does not lose business
to any firms within his industry. In other words, the lack of evidence pertaining to competitive
interaction created a perception that his organization does not have any competitors and that he
does not need to allocate any attention to competitor identification or analysis. Second, P9 stated
during his interview that he feels that his organization is completely unique in that he could not
name any competitor that possessed a business model similar to his organization. This
perception created an impression that his organization was so distinctive that he considers it to be
a quasi-monopoly without any competitors. These perceptions appear to have influenced the
lack of time and attention P9 devotes to monitoring his organization’s competitors. In sum, this
example illustrates the potential for conducting research regarding the relationship between

managerial attention and competitor identification.
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6.4.2 Future Ol and Cl Research

Turning to the second set of possible avenues for future research, a wide variety of issues
remain as to the connection between organizational identity and competitor identification. An
important contribution has been made in establishing that organizational identity does play a role
in managerial competitor identification. In addition, the integration of Ol and the notion of
legitimacy into the Model of Managerial Competitor Identification suggests that the CI process is
more complex than what is described by the economic perspective. However, while identity has
been linked to managerial competitor identification, the extent of this relationship has not been
fully established by this study. One reason for this is that identity is a highly complex, multi-
faceted and elusive concept (Ashforth & Mael, 1996; Albert, 1998). On top of this,
organizational identity is considered to be a prime lens that affects sensemaking (Dutton &
Penner, 1983; Weick, 1995; Weick, Sutcliffe & Obstfeld, 2005). The combination of these two
observations suggests that this study, while having made a significant contribution to the
understanding of CI, has not discovered the full effect that identity plays in competitor
identification. Moreover, in this researcher’s opinion, organizational identity likely plays a more
dominant role in competitor identification than what is described in this dissertation. In fact, this
researcher believes that an organization’s identity is the driver with respect to organizational
activities, including competitor identification.

Recall that the Model only connects Ol to the Market Presence, Organizational Market
Focus and Competence Similarity components. Given that the study was focused on
competition, the strong connection between Ol and these components that surfaced during data
analysis is not surprising. Specifically, each participant compared and contrasted their

organization and the named competitors based on competition for common customers. This
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aspect of the data collection process increased the salience of the customer stakeholder group in
the minds of the participants, which in turn possibly activated that part of the participant’s
organizational identity pertaining to customers (Scott & Lane, 2000; Pratt & Foreman, 2000).
With respect to the Model, this may account for the strong connection between Ol and the
Market Presence, Organizational Market Focus and Competence Similarity components.

However, the inability of this researcher to establish relationships between Ol and the rest
of the Model components does not mean that such relationships do not exist. Instead, Ol is more
than likely connected to the other Model components if one takes into consideration the possible
dynamics between the competitor LSR and an organization’s identity. Weick’s (1995)
observation that identity construction and maintenance are at the core of sensemaking suggests
that managers are constantly in the process of learning about their organizational self.
Furthermore, scholars consider Ol to be a socially constructed mental model that is produced
through the interaction with others (Gioia, Schutlz & Corley, 2000; Scott & Lane, 2000). With
respect to competitor identification, an organization’s identity is likely influenced by interactions
with competitors and by disruptions generated by firms within the competitive environment. As
for the Model, these firms can generate disruptions that can be linked to any of the Model’s
components not connected to the Ol.

For example, an increase in direct competitive interaction with a firm could cause a
disruption and activate sensemaking. From an economic perspective, the increase in competitive
activity could be interpreted as an increase in the likelihood of future interactions. Accordingly,
the Model predicts that such an increase in activity will lead to this firm being seen as a closer
competitor and if the firm is not already part of the competitor set, the firm may now be included

in the set. However, from an organizational identity perspective, the manager may interpret such

209



activity as a signal of aggression and come to label the competitor as aggressive. Furthermore,
the Model suggests that the Ol will function as a reference point to determine the legitimacy of
the firm’s behavior. As for the manager’s organization, noticing this increase in competitive
activity may also call into question the manager’s perception of the organization’s identity. On
the one hand, aggressiveness may not be a central characteristic and it may conflict with the
organization’s identity. In this case, the organization may choose to not respond in kind based
on an interpretation that aggressive behavior is not legitimate or appropriate. Based on this
interpretation, the organization’s sense of identity is preserved. On the other had, the
organization may face pressures to respond to this attack in an aggressive manner. If the
organization has never exhibited aggressive behavior, this response may call into question the
centrality of this trait. In the end, the increase in competitive activity and the aggressiveness of
the organization’s response could eventually lead to a change in the organization’s identity. If
this were to take place, the change in this sense of self may have broader implications for a
manger’s perceived legitimacy of the organization and the perceived closeness of the
organization’s competitors. Thus, as this example illustrates, the possibility exists that there may
be a more dynamic interplay between the Model of Cl and an organization’s identity.

In addition to exploring identity’s connections to other aspects of the Model, one could
also research organizational identity’s impact on competitor identification through perceptions of
future competition. Of the three sub-models, Ol is the only one that has been theoretically linked
to capturing an organization’s perception of the future. This aspect of organizational identity is
captured through the notion that an organization’s identity is comprised of those features that are
central, distinctive and enduring (Albert & Whetten, 1985). The enduring aspect of identity

implies that those features that come to define an organization tend to endure and persist over

210



time (Albert & Whetten, 1985). With respect to an organization’s perception of the future, these
organizational features also project, to a certain degree, a sense of who the organization will be.

As for the other sub-models, they do not incorporate that same sense of the future as
organizational identity. With respect to the economic sub-model, it is hard to imagine how a
manager could meaningfully compare his future organization to firms in the competitive
environment along economic dimensions. For example, calculating the cross-elasticity of
demand between the products of the manager’s future organization and the organization’s future
competitors would be a difficult if not impossible task. Furthermore, it is also difficult to
imagine how a manager can form a future industry taxonomy based on the future characteristics
of firms that reside in the competitive environment. Instead, both the economic and
categorization sub-models are more likely to be retrospectively constructed and less likely to
reflect projections of future competition.

Organizational identity, however, provides a framework which managers can use to
construct their organization’s trajectory through the construction of a desired future sense of self
that the organization aspires to realize (Gioia & Thomas, 1996). The act of constructing a vision
of a desired organizational self could influence the competitor LSR. This influence could be
partly realized through the substantive components of an organization’s identity, which ought to
capture future conceptualizations as to markets, products, technologies and capabilities. With
respect to competitor identification, a manager’s sense of a future self as expressed through the
substantive components may have an effect on how the competitive environment is construed,
which firms are labeled competitors and how a manager constructs the competitor rank. In fact,
such a discovery may reveal a blindspot in which competitor identification and competitor

closeness is restricted or constrained by an organization’s envisioned future (Zajac & Bazerman,
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1991). In sum, the notion that organizational identity captures not only current but future
perceptions of self suggests that identity may have a greater influence on competitor
identification than what is captured in this paper.

Another avenue for further investigation involves the effects that identification has on
managerial competitor identification. While this study provides evidence to suggest that top
managers are more than likely highly identified with their organizations, studying the effects that
identification have on competitor identification was not the focus of this dissertation. However,
this evidence of identification suggests that the self-concepts of top managers are partly defined
by organizational membership (Dutton, Dukerich & Harquail, 1994; Ashforth & Mael, 1989;
Hogg & Terry, 2000). Accordingly, a highly identified manager will seek to fulfill his/her
personal needs and regulate his/her sense of self-esteem via the organizational label. For
example, a highly identified manager will seek to satisfy his/her need for self-distinctiveness by
establishing the distinctiveness of his/her organization (Dutton, Dukerich & Harquail, 1994;
Brown, 1997; Snyder & Fromkin, 1980). With respect to competitor identification, this need for
self-distinctiveness may create a situation in which managers seek to establish the organization’s
uniqueness through its identity (Ashforth & Mael, 1996). Specifically, a manager may make
identity claims that function to establish his or her organization’s uniqueness, but are ones in
which the veracity of the claim is not firmly established (Ashforth & Mael, 1996; Martin,
Feldman, Hatch & Sitkin, 1983). When it comes to competitor identification, the need to
establish an organization’s uniqueness may create a distorted perception of an organization’s
competitors and create a competitive blindspot (Zajac & Bazerman, 1991).

In addition to fulfilling personal needs via the competitor label, a claim of this paper is

that a highly identified manager increases the likelihood that organizational identity is a
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dominant lens through which a competitor is construed. This supposition is developed within the
context of Weick’s (1995) observation that identity construction and maintenance are key
preoccupations of sensemaking. While this study sought to explore the role that organizational
identity plays in competitor identification, the need to sort out its role in relation to the economic
and categorization perspectives limited the degree to which the issue of identity could be
explored. However, research regarding the effects of the self-concept on the perceptions of
others suggests that the relationship between organizational identity and competitor identification
warrants further investigation.

In a study by Markus, Smith & Moreland (1985), a framework is developed that can be
used as a basis for future work on the role of organizational identity. Applying this framework to
competitor identification, it is suggested that a manager will use knowledge of his or her
organization, in particular the organization’s identity, as a reference point to make sense of firms
in the external environment. Moreover, a manager will more than likely use the organization’s
identity in this fashion when the manager possesses a high degree of self-knowledge and a low
degree of knowledge about a firm in the competitive environment. In this scenario, a manager
will use the organization’s identity as a reference point to fill in the information gaps and
construct a complete picture of this firm. In addition, the framework also suggests that if a
manager possess a high degree of self-organizational knowledge and a high degree of knowledge
about a competitor, that both the objective information and the organizational identity will be
used to develop an impression.

In both of these examples, the organizational identity provides a function similar to a
manager’s industry taxonomy in which it helps a manager compensate for missing information.

However, this framework raises several interesting issues worthy of further study. First, if
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organizational identity plays the role as a sensemaking reference point for construing
competitors, then it could also play a role for construing groups of competitors. This means that
a manager’s industry taxonomy may be a function of a manager’s organizational identity. If this
is true, then such a conclusion would be consistent with perspectives claiming that identity is a
fundamental mental model (Fiol & Huff, 1992). Second, given that this researcher’s study found
variations in the degree to which a manager is familiar with his or her competitors, further
investigation of this proposed framework is necessary with respect to Ol. If managers are
generally unfamiliar with their competitors, then this condition may provide a basis for further
exploring identity’s role as a self-reference point.

In addition, Markus, Smith & Moreland (1985) also provide the basis for further
investigation when a manager possesses little information about his or her own organization. In
this scenario, the framework suggests that a manager’s organization may use its competitors as a
means to develop its sense of identity. Specifically, the organization may identify a competitor
as a firm that they want to emulate (Labianca et al., 2001). This provides an interesting twist in
that competitor identification may not be strictly about differentiation; instead, under certain
conditions, it may be about identifying competitors that the organization is to equal or surpass
(Labianca et al., 2001).

The purpose of incorporating this framework into a discussion of future research is to
provide some structure as to possible avenues for further explanation of the link between
organizational identity and competitor identification. As discussed above, a need exists to
further explore the role that organizational identity may play as a reference point used by
managers in order to construe competitors. While this discussion provides specific examples, the

complexity surrounding organizational identity provides many different avenues for exploration.
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In sum, while this dissertation makes significant contributions to the CI process, more research is

needed to fully understand how organizational identity affects competitor identification.
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Pilot Study Interview Guide

Initial Questions
e  What does it mean to be a competitor of your organization?
e  Why did you identify these firms as your organization’s competitors?
e  Why is the identification of competitors important?

Possible Follow-up Questions

. Do you consider some to be closer competitors than others?

. How did you come to define what it means for a firm to be a competitor of your
organization?

. Has the definition of what it means to be a competitor ever changed?

. How did you determine the structure of the competitor set?

. What organizations in your industry aren’t considered competitors? Why are they
not included in the set?

. How long have your current competitors been your competitors?

. Has the competitive set ever changed? Addition or deletion of members?
Reordered? Why?

. Would you agree with the following statement: we really do not have any
competitors?

Role of Industry Taxonomy
e  Where does your firm fit within your taxonomy? Why?
e  How does your industry taxonomy relate to the firms you identified as your
organization’s competitors?

Role of Economic Perspective
o How does your conceptualization of the business you are in (business model, industry
structure, economics of competition, critical success factors) related to the firms you
identified as you organization’s competitors?

Possible Follow-up Questions
. What does it take to compete in your industry?
What are your industry’s critical success factors?
What is your organization’s current strategy or business model?
What are your goals?
What are your core capabilities?
Who are your customers? How do you create value?
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Pilot Study Interview Guide (continued)

Role of Organizational Identity

e How does your organization’s defining attributes relate to the firms you identified as your
organization’s competitors?

Possible Follow-up Questions
. What adjectives would you use to define the organization?
. What are your organization’s defining attributes?
. What is different about your organization?
. Why does your organization exist?

What are your organization’s core values? How would you order them from most
to least important?

. What are you trying to become?

Relationship among Taxonomy, Economic Perspective and Organizational Identity
e  How does your taxonomy, conceptualization of your business and identity relate to one
another?

Strategic Issues and Competitive Environment
e  How do the issues you face today relate to the firms you identified as competitors?

Possible Follow-up Questions
o How will resolution of your strategic issues affect the competitor set?
What adjectives would you use to describe these issues?
Which ones are most challenging? Most important?
Would you characterize them as a threat or opportunity?
What is the urgency in solving these issues? Crisis? Routine?
How much information do you have available to understand the issue and make
decisions?
. How did these issues get on the strategic agenda?

Effortful Competitor Identification (Only ask if there is time left over)
e Do you rely on any specific information sources to identify and track your competitors?
e  Have you ever conducted a formal competitor analysis?
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Competitor Identification Questionnaire

As part of the research study on competitor identification, you are being asked to complete the
following questionnaire. Consistent with other parts of the study, participation in this part of the
study is voluntary and you may withdraw at any time. | do not know of any risks involved with
participation in this study.

The following survey will ask you questions about your organization. All of the responses to
these questions will be kept anonymous, and will not be identified to anyone. DO NOT WRITE
YOUR NAME ON THE ANSWER SHEET. Feel free to skip any questions you would rather
not answer. | do ask that you please answer each question you do choose to answer as accurately
and honestly as possible. This survey is being conducted by the Katz Graduate School of
Business at the University of Pittsburgh as part of a research study investigating how managers
identify their organization’s competitors.

If you have any questions, please contact Tim Few at 724.745.7666 or by email at
timfew@Xkatz.pitt.edu.

For the following questions, please use the following scale to rate the degree to which you feel
the statement characterizes your organization:

1 — Strongly disagree

2 — Disagree

3 — Neither agree nor disagree
4 — Agree

5 — Strongly agree

Organizational Identification Scale (Mael & Ashforth, 1992)*

1. When someone criticizes [name of participant’s firm], it 1 2 3 4 5
feels like a personal insult.

2. | am very interested in what others think about [name of 1 2 3 4 5
participant’s firm].

3. When 1| talk about [name of participant’s firm], I usually 1 2 3 4 5
say ‘we’ rather than ‘they.’

4. This business’ successes are my SUCCesSes. 1 2 3 4 5

5. When someone praises [name of participant’s firm], it 1 2 3 4 5
feels like a personal compliment.

6. If a story in the media criticized [name of participant’s 1 2 3 4 5

firm], I would feel embarrassed.
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Competitor Identification Questionnaire (continued)

Organizational Identity Strength Scale (Kreiner & Ashforth, 2004)*

7. There is a common sense of purpose in this organization. 1 2 3 4
8. This organization has a clear and unique vision. 1 2 3 4
9. There is a strong feeling of unity in this organization. 1 2 3 4
10. This organization has a specific mission shared by its 1 2 3 4

employees.

Oraganizational Identity Incongruence Scale (Kriener & Ashforth, 2004)*

11. My organization stands for contradictory things. 1 2 3 4

12. The values of this organization are not compatible with 1 2 3 4
each other.
13. The mission, goals, and values of my organization are 1 2 3 4
well aligned.
14. My organization sends mixed messages concerning what 1 2 3 4
it cares aboult.
15. The goals of my organization are often conflicting. 1 2 3 4

16. The major beliefs of my organization are inconsistent. 1 2 3 4

* These citations were not included in the surveys distributed to the participants.
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Main Study Interview Guide

Role of organizational identity
e  What is your organization’s identity?
e  What are your organization’s core values?
e  What adjectives would you use to define your organization?
e  What are your organization’s defining attributes?

Repertory grid
e Does any of the constructs surfaced capture or express your organization’s identity? If
so, which ones?
e Laddering:
0 What does each of the constructs mean? How would you describe these
dimensions?
o Which end of this dimension does your organization prefer to be?
0 What are the advantages of being on the preferred side of this dimension?
0 What is the advantage of the opposite end?
e  Why did you give the ratings that you gave to your organization? To your competitors?
e  Are any of the constructs personally important to you?

Participant’s perception of his/her organization

What is your organization’s business model? How do you create value?
What is your distinct or competitive advantage in the marketplace?

What would you consider to be your organization’s core competencies?

How competitive is your organization?

How is your business model going to change in the future? Why the change?

Perceptions of your competitors
e  How would you rank order your competitors?
Why are they ranked in this manner?
Why do you consider the closest competitor to be the closest?
Why do you consider the most distant competitor to be most distant?
Why did you identify these firms as your organization’s competitors?
How would you describe your competitors’ business models? How do they create value?
How competent are the competitors that you named?
How competitive are each one of your competitors?
How significant of a threat do they pose?
What does it mean to be a competitor of your organization?
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Main Study Interview Guide (continued)

Similarity/dissimilarity:

e Given our discussions of your organization and your competitors, how similar are you to
the competitors that you named?

e On what dimensions are you similar?

Reputation:
e How would you characterize the reputation of the competitors you named?

e How do you feel about the competitors that you named? Or, which ones evoke the
strongest feeling?

Seeing:
e How often do you see the competitors you named?

Perceptions of the future:

e Are any of your named competitors converging on or diverging from your organization’s
business model?

e How does your sense convergence/divergence affect the rank order of the competitors
you named?

Familiarity
e How familiar are you with each competitor?
e How certain are you of your perception?

Role of Industry Taxonomy

o How do you define the various categories? What are the characteristics of the most
typical firm within the various categories?

e  What distinguishes the categories from each other?

e Where does your firm fit within your taxonomy? Why?

e  Where do your competitors fit within the taxonomy? Why?

e Which categories are his closest competitors? Does he feel that he competes with

categories?

Why do you feel that you compete with one category over the other?

How often do you ‘see’ other categories?

How typical are the competitors you named of their categories?

How legitimate are the categories within the taxonomy? What is their reputation?
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P2’s Industry Taxonomy
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P4’s Industry

Taxonomy
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P5’s Industry Taxonomy
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P6’s Industry Taxonomy
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P7’s Industry Taxonomy
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P8’s Industry Taxonomy
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P10’s Industry Taxonomy

Financial
Services
Financial M lti-
Banks Brokerage '%"’ﬁﬁ Planning & Client
1L Investment Family Office

231




P11’s Industry Taxonomy
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P12’s Industry Taxonomy
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P13’s Industry Taxonomy
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P14’s Industry Taxonomy
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P15’s Industry Taxonomy
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Location of Firms Within Industry Taxonomies

Participant

Industry Categories

Firms in Category

Participant 1

Fee-based/Comprehensive

P1’s Firm
C1
C2
C3

Money Managers

C4

Banks: Full Line

C5

Commission/Comprehensive

C6
c7

National Investment

C8
C9

Accounting: Super Regional

C10

Participant 2

Wealth Management: Fee-only

P2’s Firm
C2
C4
C5

Wealth Management; Commission

C1
C3

Participant 4

Accounting: Diversified/Non-commaodity
Regional (<10 million revenue)

P4’s Firm
C1
C2
C3
C4
C5

Participant 5

Non-proprietary Products: Fee-based

P5’s Firm
Cc2
Cc4

Non-proprietary Products: Fee & Commission

C1
C3

Banks

C5
C6

Brokerage: National

C7
C8
C9

Brokerage: Regional

C10
Cl1

Insurance

C12

Participant 6

Local

P6’s Firm
C4
C3

Big 4

C5

Regional

C1
C2

Participant 7

Traditional + Business Advisory

P7’s Firm
C3
Cc4

Traditional + Head-hunt, Investments, Insurance

C1
C2
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Location of Firms Within Industry Taxonomies (continued)

Participant Industry Categories Firms in Category
Participant 8 Mid/Small Corp Trust Co.: Sophisticated P8’s Firm
C1
Large Corporate Trust Co. C2
C3
C4
Mid/Small Corp Trust Co.: Basic Services C5P
Participant 10 | Multi-Client Family Office P10’s Firm
C1
Brokerage C2
Investment Only C3
C4
C5
Participant 11 | Independent: Multi P11’s Firm
C1
C2
C3
C4
Participant 12 | General: Large/Regional P12’s Firm
C1
C2
General: Super/+150 billion C7
C8
General: Mid./Community C6
General: Small C4
C5
Investments/Trusts C3
Participant 13 | Self-Assigned Category (Note: This title was P13’s Firm
used instead of the industry described in order
to preserve confidentiality).
Big 4: International C1
Cc2
C3
Small/Local C4
C5
Participant 14 | Wealth Management P14’s Firm
C1
Cc2
C3
C4
Brokerage: Full Service C5
Participant 15 | Banks: Community P15’s Firm
Banks: Regional C1
Cc2
Broker Dealers: Regional/Community C3
Broker Dealers: Wire Houses C4
C5
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Summary Descriptions of Organizational Identity by Participant

Participant

Substantive Identity Items

Intangible Identity Items

Participant 1

Fee-based financial planning firm
Based in Pittsburgh
Medium-sized - 33 employees

We work with mid-sized accounts; serve
1800 families (average account is
approximately $350,000 in liquid assets —
size ranges from thousands of dollars to
tens of millions of dollars)

Not confined to a niche; serve everybody;
don’t have any minimum account sizes

We try and truly practice financial planning

Do what’s in the best interest of the client
first - give answers that are best for the client

Participant 2

Wealth management services

Individual clients — We serve everybody
Good service at a reasonable price

A stable company

Tight-knit

Fee-only

Client-first — we care about the clients
Employee-first — we care about the employees

Family oriented

Participant 3

We do more non-traditional work than most
any firm in the area (Construction, Medical
valuation, Non-profit)

Provide solutions; highly motivated group of
individuals who seek strategic answers and
give business advice to their business clients

Not afraid — won’t say that we don’t do
something — not afraid to venture away from
audits and tax (traditional)

Look for appropriate opportunities; will take
non-traditional work on if have or can develop
expertise, otherwise move on

Integrity - we will be prepared to defend our

positions, but we will not cross a line of ethics
and risk our reputation

Quality

Education
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 4

Not a traditional accounting firm

Consultants, advisors, and Certified Public

Accountants

Business knowledge that adds value

We’re highly respected; you can’t treat your
employees unfairly and end up being well
respected; you can’t be well respected and
gouge your customers; you can’t be well
respected and have clients that are unethical.

Be the best firm in the city; we don’t have to
do everything that other firms do; instead, be
the best at what we do.

Dedicated to customer-client quality; do what
you do well, but understand your limitations
with respect to the scope of your capabilities
and always residing within those.

Better product at a lower cost

Growth and profit-driven organization; we
don’t ever want to be seen as a firm that’s
stagnant and kind of drifting with no wind in
our sail; be aggressive and having a culture
that says we are not resting here.

Honoring and respecting every employee

The firm is our best client.

Participant 5

Fee-based investment manager

They guide clients towards their investment
goals through financial planning and their

investment management process

Provide financial planning on an
individualized basis

They are unbiased and work to remove any
conflict of interests — this results in being fee-
based, guiding the clients and offering
individualized financial planning and
investment management - Unbiased means
that they are not using funds or generating
activity in order to increase revenues

Act on behalf of the client — establish
mutually beneficial relationships with our
clients

Authenticity — they do what they say they are
going to do — reflected in their stance on how
they implement asset allocation.
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 6

Not a traditional accounting firm —we
don’t follow checklists — not slotted into
just tax returns and financial statements

Business-solution oriented firm, business
thinking - strategizing with the business
owner, finding solutions to their problems —
doing more difficult work

Boutique consulting firm

Young dynamic organization

Not limited in what we can do
Problem-solving organization

We are continuously growing

Participant 7

Accountants and business advisors
Not — insurance salesmen, stock brokers
Not the green eye-shade guys

Not the firm that has a niche or industry
specialty

We are a CPA firm that is a subset of the
old big 8 — that was the basis of their
training.

We are the category in the middle
(Traditional + Business Advisory); a more
traditional CPA firm that has enough
business experience to be able to sit down
at the table and work with our clients in
solving problems that they don’t have in-
house talent to deal with.

We have a stable of bright folks that can
handle . . . that can tackle issues of firms
much bigger than us.

We have a cohesive partnership; good
partner relations.

We do not do things because they are trendy
We take on the challenges that others punt on.

We act in ways that respect the business — we
are responsible to the business.

We have good partner relationships; we speak
with one voice; we resolve our differences
privately.

We value each others strengths and
weaknesses.

We value the person; we create good
relationships with the staff; we are not
corporate; we are not impersonal.
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 8

Very sophisticated, from both a knowledge
standpoint of the trust and estate business
and law

Very sophisticated from the standpoint of
the systems technology

Provide as sophisticated or more
sophisticated service than C4P8 on basic
trust services.

Speed; we can move quickly on business
and make decisions.

Flexibility; we tailor our services to the
needs of the client

We are cost-effective; this reflects the ratio
of the value of the services they offer to
price

We do not use or sell proprietary products

Mission: To provide services to our clients as
if they were our partners with a win-win
outcome; they believe that if the client does
well then they will do well.

Vision: To be recognized as a financial-
services company that objectively selects the
best available strategy for each of its clients.

Values:

Create an environment that allows for
complete objectivity in providing services to
out clients: no proprietary products, accept no
incentives for investment product
recommendations, no hidden fees.

Closely monitor the continual beneficial
developments in technology and services in
the financial-services industry and carefully
implement those that enhance service
delivery.

Price services fairly and strive to continually
make services cost-effective.

View client relationship for their long-term
value rather than their short-term profit.
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 9

We are an intellectual capital company that

specializes in the financial services
industry.

So we have brought a lot of creative thinking
and creative approaches to helping financial
advisors solve the challenges that our industry
is facing.

Well, we’ve been very good at honoring what
we say. So when we tell our advisors we can
do something or we can’t do something or we
will do something, we think there’s a
reliability that has been created by having a
history of honoring what we said we were or
were not going to be able to do. So | think in
an industry that’s been all over the place as far
as the trust factor is concerned . . . . | think our
advisors like working with people that
conduct themselves in a trustworthy manner.

[O]ur advisors like to know that they have us
working as hard for them as they are working
for themselves. So | think we’re very
passionate about working hard every day to
help our financial advisors help their

clients. . . . I think we’re defining how the
industry is going where a lot of other firms
still have yet to make the changes to address
some of the major things that are happening in
our industry. So | really don’t think there’s
anybody else out there like us, and | think
we’re way ahead of the curve on a few things.

Participant 10

Small entrepreneurial company

Trying to grow itself into a mid-size
organization focused on 20-percent-or-

above growth in terms of sales every year

Provide financial services - we address all
aspects of their finances regardless of what

they might be

We service, right now, high-net-worth

client, meaning those individuals typically

with a million.

Always do what’s right for the client
regardless of the circumstance to us; if we
don’t feel that we can address that need for the
client, then don’t take on the client; we are not
focused on our pocketbook; we eliminate
conflicts of interest.

And | think the other thing is, you know, just
treat everyone, regardless of who they are, as
a partner; vendors, employees, clients, media;
whatever you do, however you transact
something with someone, it’s got to be a win-
win situation for both individuals or groups.
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 11

We are independent; we do not belong to
one organization that tells us how to run
our business and who pays us, you know,
specifically to do certain things within the
business more than you get paid otherwise.

We are holistic wealth managers and
advisors; holistic, in the fact that we don’t
just concentrate on any one area; we look
at, you know, someone’s finances as a
whole.

I would say honesty is probably our top one,
making sure that we’re always doing the right
thing for the clients and not what’s right for
us. Doing what we say; We tell a client we’re
going to do something, make sure we do it . . .

Do a good job of it . . . always doing your best
job.

[S]Jomething else that’s probably part of our

identity would be family. . . . . We feel that,
you know, we really feel that the people that
are our clients are also our family . . . the

connotation of family | have is that you really
care about each other and that you really
always want to be doing the best thing for
those people. | think that’s how we think
about our clients.

Participant 12

Highly competitive sales culture
organization

Cost conscious. Cheap, in other words. A
low cost . . . not a low-cost provider-
certainly a low-pricing provider. | would
say cost. We’re very cost conscious.

We are a growth company, which is
probably another one of those mantras that
we say describe the mission. We view
ourselves, at least, as a growth company
with the expansions and what not.

Shareholder value is another one that | recall
that is very high on the priority list

They’re really sort of the fundamental banking
ideas. Security and safety and integrity.

Customer responsiveness, customer
orientation - Treating the client honestly and
straightforwardly. The focus is, of course, get
new customers - treating that customer as you
would be treated.

| think what has been drummed into us and
seems to be a common thread when we hire
people is honesty, hard-working, probably
detail-focused (execution), if you will.
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 13

So, by saying what | can sum up what |
think, I think we’re business advisors to the
closely helds that try to create an
atmosphere of ownership for all

We’re business advisors to, you know, to
the closely held, as opposed to the public
sector - We are a firm that concentrates on
a market. And the market has traditionally
been family-owned, closely held businesses
- We certainly see ourselves more as an
accounting firm, or more of a business
advisory firm.

We’ve held ourselves out as being a value-
added provider through the integrated
service model

We try to operate in a way that we think a
closely held, family-type business would be;
we promote the family business internally; we
try to create an atmosphere that integrates all
of our employees into the business so that they
can, you know, view it as theirs; | think our
culture of being open and democratic and
wanting it to be . . . a fun place, as if it were
every employee’s own business.

[W]e have standards there (related to the core
values of his profession) to uphold and those
are independence and integrity; that we are
going to be an independent advisor that will
report on things in accordance with standards
that regulate our practice.

But I think our service values will be, you
know, we build relationships so the
development of loyalties between and among
the disciplines in our clients is, you know, is
core to our success - . .. you have a number
of players but they’re all working for the best
interest of the client and making sure that that
web is woven through the staff as they mature
so that they can carry on - And | think by
having that service model that’s allowed us to
perpetuate the development of relationships
and the fact that we’ve got the integrated
service to a client that we view as a
relationship as opposed to a customer - We’ve
held ourselves out as being a value-added
provider.
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Summary Descriptions of Organizational Identity by Participant (continued)

Participant

Substantive Identity Items

Intangible Identity Items

Participant 14

Financial services, wealth management
firm

Targeting the one-to-five-million-dollar
client

Providing personalized wealth management
services, including investment management
and financial planning; all the surveys
we’ve done, that’s what our clients come
back with, that they feel the service is
personalized, dependable, responsive

We consider ourselves to be knowledgeable
advisors.

We really treat every client’s money and
every client’s situation as if it were our own

To be there for our clients; stems from making
sure that we have the knowledge to help our
clients

Provide accurate, ethical advice

The foundation of who we are, you know, we
consider ourselves to be knowledgeable
advisors; we take that seriously; it’s not just
... lip service.

Participant 15

A financial services company with an
expertise around the small business.

We offer services uniquely designed around
the small business or the family business

Scope of services; the breadth of what we
do; we’re not just a bank; we offer
banking . . . investment management . . .
insurance . . . armored transport; there are
advisors out there that will focus on a
succession plan for family-owned
businesses, but that’s all they do . . . we do
that as well, but we also provide consulting
for their operations . . . family mediation,
sales and marketing assistance.

Capabilities of the people that provide
those services is rather unique. | don’t think
... know there are no other banking
institutions, and then | would say probably
any financial services firms, that have the
people that we have, the skill set.

Relationship: A real emphasis on the client
relationship; we’re going to take the time to
get to know that customer; it’s a much deeper
analysis, both on a quantitative front, as well
as a qualitative front - When you take a
relationship approach . . . you offer advice and
recommendations that are what’s in the best
interest of the client, even if it means giving
up a sale.

Community: .[Clommunity banking is an
industry moniker but it’s . . . absolutely
breathed and lived here; we’re a part of the
community, part of the fabric . . . that means
that we know our customers; it gets to the
community involvement, the boards that we’re
on, the financial commitments, charitable
commitments that we make to local charities
in our market, the support of local schools and
other organizations.

Integrity: [B]ecause of our emphasis on local
community and our emphasis on relationships,
the integrity has to be there; it’s what this
bank was founded on 130 years ago; ... a lot
of banks and organizations will have in their
mission statement, or whatever, to be a local
investment community or whatever but, in
practice, you don’t see that play out, or it’s in
name only. They’ll stroke a check and that’s
the end of it - we do what we said we were
going to do.
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Identity and Non-identity Repertory Grid Constructs

Participants

Identity Constructs

Non-Identity Constructs

Participant 1

Comprehensive — Non-comprehensive
planning

Individual clients — Corporate/business
clients

Long-term/fee-based — Transaction-
based/brokerage

Regional — National

Small/mid size company — Larger company
High — Low Cost
Small — Large Scale

High visibility— Low visibility

Participant 2

Fee-only — Commission/transaction-based

Small size/small # producers — Large
size/large # producers

Low turnover/tight knit — High
turnover/loose knit

Non-proprietary/individual clients —
Proprietary/institutional clients (Note: This
was not originally a named dimension, but
P2 connects it to his firm’s identity through
putting the client first)

Fee-based client 1st marketing — Market
services/financial plan

Participant 3

Construction — Non-construction

High construction expertise — Low
construction expertise (laddered)

Non-profit — Not non-profit

High non-profit expertise — Low non-profit
expertise (laddered)

Valuation — No valuation

High price — Low price

Large — Small

Real estate — No real estate

High SEC work — Low SEC work

High investment banking — Low investment
banking

High diversification — Low diversification
Large clients — Small Clients

Traditional clients — Non-traditional clients
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Identity and Non-identity Repertory Grid Constructs (continued)

Participants

Identity Constructs

Non-Identity Constructs

Participant 4

Scope of capabilities/large — Scope of
capabilities/small

Healthcare - No healthcare

Non-profit — No Non-profit

High understanding of the role of
commaodity and consulting (philosophy) —

Low understanding of the role of commodity
and consulting (philosophy)

Strong/tight alliance relation — Weak/loose
alliance relation

Present global image - Not present global
image

High client concentration - Low client
concentration

Strong tax practice — Weak tax practice

Aggressive — Non-aggressive

Participant 5

Fee-based — Commission

Non-proprietary products - Proprietary
products

Financial planning - Investment
management

Customize — Standardization

High name recognition - Low name
recognition

Not captive - Narrow captive product

Low cross selling - High cross selling

Pure investments - Supermarket

Participant 6

Client service focus — Client gathering focus
Fee not an issue — Loss leader

Young/dynamic — Old school

Smaller — Larger
Local (North Hills) — Regional

Specialty (consulting) — Commodity (Note:
P6 does not name this as an identity
dimension. However, it is clearly connected
to his identity as it is captured as a
substantive identity item)

Journeyman staff — Superstar staff
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Identity and Non-identity Repertory Grid Constructs (continued)

Participants

Identity Constructs

Non-Identity Constructs

Participant 7

High octane — Low octane

Low turnover — High turnover

Local — Regional
Old structure - New structure

Traditional services - Non-traditional
services

Good comp time model — Poor comp time
model

Participant 8

Sophisticated — Basic/unsophisticated
Flexible — Inflexible
Speed (new business) — Slow (new business)

High cost effective — Low cost effectiveness
(laddered)

High sophisticated systems — Low
sophisticated systems (laddered)

No Proprietary Products — Proprietary
Products (laddered)

Small — Large
Selective — Unselective

High name recognition — Low name
recognition

New — Old/established

Participant 10

Comprehensive service — Product
distribution

High-end financial planning — Low-end
financial planning

High sophisticated investment management
— Low sophisticated investment
management

Fee-only — Commissions

High expertise and planning — Low expertise
and planning.

Not develop own product — Develop own
product

Mutual funds — Individual equities
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Identity and Non-identity Repertory Grid Constructs (continued)

Participants

Identity Constructs

Non-Identity Constructs

Participant 11

Small — Large

Holistic wealth management - Non-holistic
wealth management

Active — Passive
Tight advisor network - No advisor network

Use a wide product mix — Not use wide
product mix (laddered)

Wide product mix - Narrow product mix
Limited advertising - A Lot of advertising

Transitioned ownership - Has yet to
transition

Participant 12

Low cost philosophy — Revenue max
philosophy

Conservative — Aggressive (loan)

Focused sales culture — Lethargic sales
culture

Long-term customer value — No long-term
customer value (laddered)

Long-term shareholder value — No long-
term shareholder value(laddered)

Large (assets) — Small

General — Specialized

Little advertising — A lot of advertising
Limited resources — Large resources

Open architecture — Model based

Participant 13

Closely Held Client Focus — Public
Company Focus

Dominate closely held market — Not
dominate closely held Market

Large/massive — Smaller
National — Regional

Lower price — Higher price
Low overhead — High overhead

Not develop product — Develop product
(more R&D)

Traditional — Broad/deep product line
Generalist — Specialty/industry focus

Buy work — Do not vary profit
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Identity and Non-identity Repertory Grid Constructs (continued)

Participants

Identity Constructs

Non-Identity Constructs

Participant 14

Less research capabilities — Greater research
capabilities

Relationship driven — Investment driven

Strong wealth management capability —
Product orientation

Client-centered (image) — Performance
centered (image)

Serious research orientation — Sales/new
client orientation

Better investment performance — Worse
investment performance (laddered)

Personalized/hand-crafted — Unpersonalized
(laddered)

Small — Large

Synergistic/collective philosophy —
Individuals

Participant 15

Local Size/Scope — National Size/Scope

Personal Relationship Focus — Product
Focus (Competence)

Local Community Focus — Regional Focus
(Competence)

High small business expertise — Low small
business expertise (laddered)

Small business/commercial focus — Retail
focus (laddered)

Small/family business broad product scope —
Small/family business narrow product scope
(laddered)

High access — Low access (laddered)

Bank Focus — Investment/broker-dealer
focus

Low name recognition — High name
recognition

Smaller # locations — Broad locations
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Identity Descriptions Referencing Customers

Participant

Substantive

Intangible

Participant 1

We work with mid-sized accounts; serve
1800 families (average account is
approximately $350,000 in liquid assets —
size ranges from thousands of dollars to tens
of millions of dollars)

Not confined to a niche; serve everybody;
don’t have any minimum account sizes

Do what’s in the best interest of the client
first - give answers that are best for the client

Participant 2

Individual clients — We serve everybody

Client-first — we care about the clients

Participant 3

Provide solutions; highly motivated group of
individuals who seek strategic answers and
give business advice to their business clients

Participant 4

Business knowledge that adds value

Dedicated to customer-client quality; do what
you do well, but understand your limitations
with respect to the scope of your capabilities
and always residing within those.

Participant 5

They are unbiased and work to remove any
conflict of interests — this results in being fee-
based, guiding the clients and offering
individualized financial planning and
investment management - Unbiased means
that they are not using funds or generating
activity in order to increase revenues

Act on behalf of the client — establish
mutually beneficial relationships with our
clients

Participant 6

Business-solution oriented firm, business
thinking - strategizing with the business
owner, finding solutions to their problems —
doing more difficult work

Problem-solving organization

Participant 7

We are the category in the middle
(Traditional + Business Advisory); a more
traditional CPA firm that has enough
business experience to be able to sit down at
the table and work with our clients in
solving problems that they don’t have in-
house talent to deal with.

252




Identity Descriptions Referencing Customers (continued)

Participant

Substantive

Intangible

Participant 8

Mission: To provide services to our clients as
if they were our partners with a win-win
outcome; they believe that if the client does
well then they will do well.

Vision: To be recognized as a financial-
services company that objectively selects the
best available strategy for each of its clients.

Values:

Create an environment that allows for
complete objectivity in providing services to
out clients: no proprietary products, accept
no incentives for investment product
recommendations, no hidden fees.

View client relationship for their long-term
value rather than their short-term profit

Participant 9

We are an intellectual capital company that
specializes in the financial services industry.

So we have brought a lot of creative thinking
and creative approaches to helping financial
advisors solve the challenges that our
industry is facing.

So when we tell our advisors we can do
something or we can’t do something or we
will do something, we think there’s a
reliability that has been created by having a
history of honoring what we said we were or
were not going to be able to do. . . . | think
our advisors like working with people that
conduct themselves in a trustworthy manner.

[O]ur advisors like to know that they have us
working as hard for them as they are working
for themselves.
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Identity Descriptions Referencing Customers (continued)

Participant

Substantive

Intangible

Participant 10

We service, right now, high-net-worth
client, meaning those individuals typically
with a million

Always do what’s right for the client
regardless of the circumstance to us; if we
don’t feel that we can address that need for
the client, then don’t take on the client; we
are not focused on our pocketbook; we
eliminate conflicts of interest.

And I think the other thing is, you know, just
treat everyone, regardless of who they are, as
a partner; vendors, employees, clients, media;
whatever you do, however you transact
something with someone, it’s got to be a win-
win situation for both individuals or groups.

Participant 11

We are holistic wealth managers and
advisors; holistic, in the fact that we don’t
just concentrate on any one area; we look at,
you know, someone’s finances as a whole.

I would say honesty is probably our top one,
making sure that we’re always doing the right
thing for the clients and not what’s right for
us. Doing what we say; We tell a client
we’re going to do something, make sure we
doit. ..

[S]Jomething else that’s probably part of our
identity would be family . . . .\We feel that,
you know, we really feel that the people that
are our clients are also our family . . . the
connotation of family | have is that you really
care about each other and that you really
always want to be doing the best thing for
those people. I think that’s how we think
about our clients.

Participant 12

Customer responsiveness, customer
orientation - Treating the client honestly and
straightforwardly. The focus is, of course, get
new customers - treating that customer as you
would be treated.
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Identity Descriptions Referencing Customers (continued)

Participant

Substantive

Intangible

Participant 13

We’re business advisors to, you know, to the
closely held, as opposed to the public sector
- We are a firm that concentrates on a
market. And the market has traditionally
been family-owned, closely held businesses
- We certainly see ourselves more as an
accounting firm, or more of a business
advisory firm.

But | think our service values will be, you
know, we build relationships so the
development of loyalties between and among
the disciplines in our clients is, you know, is
core to our success - . . . you have a number
of players but they’re all working for the best
interest of the client and making sure that that
web is woven through the staff as they
mature so that they can carry on - And | think
by having that service model that’s allowed
us to perpetuate the development of
relationships and the fact that we’ve got the
integrated service to a client that we view as
a relationship as opposed to a customer -
We’ve held ourselves out as being a value-
added provider

Participant 14

Targeting the one-to-five-million-dollar
client

We really treat every client’s money and
every client’s situation as if it were our own

To be there for our clients; stems from
making sure that we have the knowledge to
help our clients

Participant 15

A financial services company with an
expertise around the small business.

We offer services uniquely designed around
the small business or the family business

Relationship: A real emphasis on the client
relationship; we’re going to take the time to
get to know that customer; it’s a much deeper
analysis, both on a quantitative front, as well
as a qualitative front - When you take a
relationship approach . . . you offer advice
and recommendations that are what’s in the
best interest of the client, even if it means
giving up a sale
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P1’s Repertory Grid

Ratings Assigned by P1

S
S
=
) o
| | N[ M| < WO O] I~ O O
Constructs | &| ©| O ©O| O] O] O] O O] O O constrycts
Comprehensive planning [ 2 | 3|3 |3 |4 (1|3 |4]| 41| 4|5 | Non-comprehensive planning
Small/mid sizecompany | 1 | 1 |2 |1 |1]|4|2|2]|4]|5]|5 | Larger company
Highcost | 2 |2 | 5|2 (3|2]|4]|3|6]| 3| 3| Lowecost
Individual clients | 1 [ 32|22 |3]3|3]|4|5]|5 | Corp/business clients
Long-term/fee-based | 1 | 4|3 |3 |2 |1]|4]|4]| 2| 3| 3 | Transaction-based/brokerage
Regional | 1 |2 |1 ]21|1]|5|3|4|7]|7] 4] National
Smallscale | 1|2 |2 |1[|1|6|4|5|7]|7] 4] Largescale
High visibility | 4 | 3[3[6 |3 ]1[4]|5|2]|1] 3] Lowvisibility
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P2’s Repertory Grid

Ratings Assigned by P2

Large Size/Large # Producers
High Turnover/Loose Knit
Market Services/Financial Plan

Small Size/Small # Producers
Low Turnover/Tight Knit
Fee-Based Client 1* Marketing

=
1
=
(%]
N
Constructs | & Constructs
Non-Proprietary/Individual Client | 2 Proprietary/Institutional Focus
Fee-Only | 2 Commission/Transaction-Based
1
1
1

alo|~lo| sl 1
Pl w|w| €2
ulo|o|o| | 3
ISP IS eV
~|lel-lof c5
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Constructs

Construction

High Construction Expertise
Non-profit

High Non-Profit Expertise
High Price

Valuation

Large

Real estate

High SEC Work

Low Investment Banking
High Diversification
Large Clients

Traditional Clients

Ratings Assigned by P3

P3’s Repertory Grid

=

[

=

_U)

om| = | @ x| w| © ~| «
o O Of O] Of O] Of O] O
313|3|7]2]1|6]|6]1
13|13 7[2|2]14]5]|2
31331 |5]|7[7]|7]6
1131312 [|5[7]5]6]5
313[6[7]6]3[3[3]3
312[3|[7]6|6[3][1]6
312|164 ]5[1[4]5
21313 711[3]4]4]83
41217 |7 7[1]|5]7
112 7]1]1(1]5]4]1
1111 )7[|5[3]2]5]6
2111163 [|5[1]3]3
3111213 |3]1

Constructs
Non-construction

Low Construction Expertise
Not Non-profit

Low Non-Profit Expertise
Low Price

No Valuation

Small

No Real Estate

Low SEC Work

High Investment Bank
Low Diversification
Small Clients
Non-traditional Clients

Note: Constructs generated by Laddering Technique denoted by italics.
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Constructs

Scope of Capabilities — Large
Healthcare

Non-Profit

Strong Tax Practice
Strong/Tight Alliance Relation
Present Global Image

High Client Concentration
Aggressive

High Understanding of the Role
of Commodity and Consulting
(Philosophy)

Ratings Assigned by P4

P4’s Repertory Grid

RN |o|w| - o] P4’s Firm

Rl loa|o|~ oo CL

RaRlw[~wNv| Wi~ C2

wlw|w|o|o|s|~|o|w| C3

|||k |lo|~~|o] C4

aln |~~~ [~ |l C5
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Constructs

Scope of Capabilities — Small
No Healthcare

No Non-Profit

Weak Tax Practice
Weak/Loose Alliance Relation
Not Present Global Image
Low Client Concentration
Non-aggressive

Low Understanding of the Role
of Commodity and Consulting
(Philosophy)



Constructs

Fee Based
Non-Proprietary Products
Financial Planning
Customize

High Name Recognition
Not Captive

Low Cross Selling

Pure Investments

P5’s Repertory Grid

Ratings Assigned by P5

S

1.

T

S0 o| | «~
b 9 Nl »| | v © ~ © o Al ] 4
ol O Of O] O O O] O O] O] Of O] O
1({4)1(3]1(1|1|5|5|5|5|7]|7
1({1)1f(2|1(6|6|4|4|4|2]|2]|7
1({1)1(2]|7(5|5|3[3|3|[6]|7]|2
1({1)1(21|7(7|7|5|5|5|]5]|5]|6
313(3|3(3|1|1|1|1|1]|7|5]|2
1({1)1f(1]1(3|3|3[3|3[3|]3]|1
1({21)1f(21|1(7|7|7|7|7|5]|]5]|1
1({1)1f(1|1(6|6|7|7|7|5]|5]|2
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Constructs
Commission

Proprietary Products
Investment Management
Standardization

Low Name Recognition
Narrow Captive Product
High Cross Selling
Supermarket



Constructs

Client Service Focus
Fee Not an Issue
Smaller

Local (North Hills)
Consulting (Specialty)
Young (Dynamic)
Journeyman Staff
Continuity

P6’s Repertory Grid

Ratings Assigned by P6

=Nk~ P6Es Firm

INFNFN NS s

Nr|pn|lo|sr|lo|o|o| C2

rlw|v|o|v|w|o|s]| C3

N~ ~N|w|w]|o|~]| C4

NS BN EN] 1 ) BN BN P 1Y 0t

Constructs

Client Gathering Focus
Loss Leader

Larger

Regional

Commaodity

Old School

Superstar Staff

Lack of Continuity

Note: Constructs generated by Laddering Technique denoted by italics.
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Constructs

Local

Old Structure
Traditional Services
High Octane

Low Turnover

Good Comp Time Model

P7’s Repertory Grid

Ratings Assigned by P7

S

LS

=

.U')

E|O0|O0|3|d
3 6 5 3 3
4 1 1 3 3
4 6 6 3 4
2 3 6 4 3
3 5 7 3 3
3 4 7 3 3
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Constructs

Regional

New Structure
Non-Traditional Services
Low Octane

High Turnover

Poor Comp Time Model



Constructs
Sophisticated

Small

Flexible

Speed (New Business)
Unselective

High Name Recognition
New

Cost Effectiveness
Sophisticated System
No Proprietary Products

P8’s Repertory Grid

Ratings Assigned by P8

P8’s Firm

C1
C2
C3
C4
C5

Constructs

Unsophisticated (Basic)

Large

Inflexible

Slow (New Business)

Selective

Low Name Recognition

Old (Established)

Low Cost Effectiveness

Low Sophisticated Systems

R ENERNEE
Rlw|w| NN w| |-
~ N w|N|~No o~
~N N w|N|N|o| s |o |~ N
BULNI I ENIENI S 1 FN TS | ENTE N
Rlo|N| Rk | w

Proprietary Products

Note: Constructs generated by Laddering Technique denoted by italics.
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Constructs

Comprehensive Service

Not Develop Own Product
High End Financial Planning
High Sophisticated Inv Manage
Mutual Funds

Fee-Only

High Expertise and Planning

P10’s Repertory Grid

Ratings Assigned by P10

Pl === P10°s Firm

Nk |w|N—o] CL
ol|lo|o|w|o|~|~| C2
N~N|w|o| oo C3
vk |~ |la|lo|s]| C4
~N|R | |w|~w~ |~ C5
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Constructs

Product Distribution

Develop Own Product

Low End Financial Planning
Low Sophisticated Inv Manage
Individual Equities
Commissions

Low Expertise and Planning



P11’s Repertory Grid

Ratings Assigned by P11

=
LL
.U)
Sl a0 || o | =
Constructs | & | © | © | © | O | constructs
Wide Product Mix 1 1 3 3 3 | Narrow Product Mix
Small 3 3 5 7 3 | Large
Limited Advertising 3 4 4 6 1 | A Lot of Advertising
Transitioned Ownership 1 7 4 7 7 | Has Yet to Transition
Holistic Wealth Management 1 1 4 3 3 | Non-Holistic Wealth Mgmt
Active 3 2 5 6 5 | Passive
Tight Advisor Network 1 7 7 7 7 | No Advisor Network
Use Wide Product Mix 1 1 3 3 3 | Not Use Wide Product Mix

Note: Constructs generated by Laddering Technique denoted by italics.
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Constructs

Low Cost Philosophy

Large (Assets)

General

Conservative

Little Advertising

Limited Resources

Open Architecture

Focused Sales Culture
Long-Term Customer Value
Long-Term Shareholder Value

P12’s Repertory Grid

Ratings Assigned by P12

S

=

(I

..U)

ﬁ AN M|[IFT|WO|©O©|P~|00
o|O|0|0|0[0|0|0|0
1(5(4|7|6|6|5|7|7
314|247 7]6[1]2
1j2)]1)7(1]1]1)]1]1
112121223 ]2]|2
1[{7(5|6[3|3|4]|5]|5
3|7|5([6[2[2]|3|7]|7
1({6(5|7|6|6|5]|7|7
1({6(5|7|7|6|6|4]|4
155|734 ]4]|7]|7
115|573 ]414|7]7

Constructs

Revenue Max Philosophy
Small

Specialized

Aggressive (loan)

A Lot of Advertising

Large Resources

Model Based

Lethargic Sales Culture

No Long-Term Customer Value
No Long-Term Shareholder Value

Note: Constructs generated by Laddering Technique denoted by italics.
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Constructs
Large/Massive

National

Closely Held Client Focus
Lower Price

Low Overhead

Not Develop Product
Traditional

Generalist

Dominate Closely Held Mkt.
Buy Work

P13’s Repertory Grid

Ratings Assigned by P13

P13’s Firm

C1
C2
C3
C4
C5

Constructs

Smaller

Regional

Public Company Focus

High Price

High Overhead

Develop Product (More R&D)

Broad/Deep Product Line

Specialty/Industry Focus

Not Dominate CH Mkt.

AlERIWOANNW[RFR|D™D
] EN] ENI EN] EN]EN] EN] Fe Y T =
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S EN] ENIEN] ENIENIEN] o 1T I
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Do Not Vary Profit
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Constructs
Small

Less Research Capabilities
Relationship Driven

Strong Wealth Man Capability
Client-Centered (Image)
Synergistic — Collective Philos
Serious Research Orientation
Better Investment Performance
Personalized

P14’s Repertory Grid

Ratings Assigned by P14

P14’s Firm

C1

C2

C3

C4

C5

[N RN RN FEEN N PN N N Y

Al OTIW(D>

WO~ |IPWWw W

ORI ICO(~W

&I N EN] = PN P S TS FIV)

SUENIENIENIF- ¥ EN] ENIEN

Constructs
Large

Greater Research Capabilities
Investment Driven

Product Orientation
Performance Centered (Image)
Individuals

Sales/New Client Orientation
Worse Investment Performance
Not personalized

Note: Constructs generated by Laddering Technique denoted by italics.
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Constructs
Bank Focus

Local Size/Scope

Personal Relationship Focus
Low Name Recognition
Smaller # of Locations

Local Community Focus

High Small Business Expertise
Small Bus/Commercial Focus
High Access

Small/Family Business Broad
Product Scope

P15’s Repertory Grid

Ratings Assigned by P15

P15s Firm

C1
C2
C3
C4
C5

Constructs

Investment/Broker-Dealer Focus

National Size/Scope

Product Focus

High Name Recognition

Broad Locations

Regional Focus

Low Small Business Expertise

Retail Focus

AN AN O|IN|IO|(A| D>

Low Access

Small/Family Business Narrow
Product Scope

w PR INININ RPN W
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Note: Constructs generated by Laddering Technique denoted by italics.
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