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Abstract 

 

The goal of this paper is to report the development of a multi-item measure of 

environmental uncertainty to be used in a variety of marketing contexts. This measure 

evaluates the uncertainty within six critical environmental sectors or components: supply 

environment, competitive environment, demand environment, financial/capital 

environment, labor environment and regulatory environment. Evidence for the reliability 

and validity of this operationalization of environmental uncertainty was provided by an 

empirical test conducted in the US lodging industry. 
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Introduction 

The rapid changes facing organizations in today’s global business environment 

make it imperative to develop marketing strategies that incorporate environmental 

uncertainty as a key variable (Ansoff 1991). As a result, the manner in which this 

construct is conceptualized, operationalized and measured becomes critical. While 

marketing serves a boundary function between the firm and its customer, channel and 

competitor environments (Day 1992), environmental management, as a marketing 

imperative, has only recently attained prominence in the marketing literature (Zeithaml 

and Zeithaml 1984). 

A recent article on agency and related theories in the Journal of Marketing 

identified shortcomings in the operationalization of commonly used strategic marketing 

constructs such as environmental uncertainty (Bergen, Dutta and Walker 1992). After 

summarizing a number of studies that have utilized a variety of operational definitions of 

the ‘uncertainty’ construct in agency theory-related research, the authors conclude: 

Aggregate measures of ‘environmental uncertainty’, such as historical variance in 

a firm’s performance, may not adequately capture the psychological dimensions 

of the construct from an individual agent’s perspective. (Bergen, Dutta and 

Walker 1992: 20) 

 

The primary purpose of this paper is to propose a measure of environmental 

uncertainty that addresses some of the shortcomings identified by marketing scholars 

(Bergen, Dutta and Walker 1992; Oliver and Weitz 1991). First, we describe the 

environmental uncertainty construct, examining its conceptualization from the 

perspective of different academic disciplines, briefly outlining the alternative 

measurement approaches used and presenting evidence of what works and why. Though 

space limitations preclude an exhaustive review of the environmental uncertainty 

literature (for an extensive review, see Jauch and Kraft 1986), we do incorporate findings 

from other disciplines - particularly organization theory - that are germane to marketing 

issues. Next, we review the marketing literature that has used environmental uncertainty 

as an exogenous variable. While this review is brief (for an extensive review, see Achrol 

1992), we attempt to highlight the strengths, identify weaknesses and propose 
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suggestions for the improved conceptualization and measurement of this construct. 

Finally, we offer a potentially useful measure of environmental uncertainty, assess its 

validity, reliability and unidimensionality, examine its limitations and suggest some areas 

in which this construct may be used in marketing research. 

 

Conceptual background 

The preoccupation with the contingent nature of the organization-environment 

interface and its implications for marketing can be traced back to the recognition of 

organizations as open systems (Thompson 1967). Over the last twenty-five years, the 

literature on the environment of organizations has offered a number of different, 

sometimes competing, conceptual positions. These positions fall into three broad ‘issues’: 

dimensions of environmental uncertainty, components of the environment and alternative 

measurement approaches. In the following sections, we present the essential elements of 

each issue, briefly analyze competing positions and develop a rationale for our study. 

 

Dimensions of environmental uncertainty 

A primary issue that has defied consensus in the environmental uncertainty 

literature is the multidimensionality of the environmental uncertainty construct. Burns 

and Stalker (1961), in viewing organizations as open systems, proposed the notion of 

contingent organization adaptation by classifying organization environments as stable 

and volatile. Building on this, Emery and Trist (1965) develop a typology of four 

environmental states based on the rate of change in the environment: placid- randomized, 

placid-clustered, disturbed-reactive and turbulent field. These environmental states, 

arranged in ascending order of change and uncertainty, each require a different type of 

strategy and structure. 

In organization theory, a great deal of attention has been focused on attempting to 

establish the nature and scope of organizational environments. Thompson (1967) stressed 

that co-alignment of the organization with its environment should be a basic function of 

administration. Duncan (1972) defined the environment of a firm as ‘the totality of 

physical and social factors that are taken directly into account in the decision making 

behavior of individuals in the organization’. Up to this point, environmental uncertainty 
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was viewed as a unidimensional construct. Child (1972), however, disaggregated the 

environmental uncertainty construct into its three separate dimensions: variability 

(frequency of change in relevant environmental activities), complexity (the degree of 

difference involved at each change) and illiberality (the degree of irregularity in the 

overall pattern of change). Aldrich (1979) extended Child’s view of environmental 

uncertainty by re-configuring the environment into six dimensions: environmental 

capacity, environmental homogeneity-heterogeneity, environmental stability-instability, 

environmental concentration-dispersion, domain consensus-dissensus and turbulence. 

Dess and Beard (1984) reduced Aldrich’s codification of environmental dimensions in a 

more parsimonious set to include munificence, dynamism and complexity. Achrol and 

Stern (1988) integrated the work of Aldrich (1979) and Dess and Beard (1984) by 

examining the environment in terms of its diversity, dynamism, concentration, capacity 

or munificence, interconnectedness, conflict and interdependence. 

There is limited empirical evidence available on which environmental dimensions 

are key (Walker and Reukert 1987). In essence, past researchers have empirically 

examined primarily two dimensions of the environment: dynamism (the rate of change, 

variability or volatility) and complexity (the number and nature of factors affecting the 

organization and their interrelationships). Previous research has shown that, compared 

with complexity, dynamism is a more important contributor to decision-making 

uncertainty (Duncan 1972; Achrol and Stern 1988). 

 

Components of the environment 

Another issue in operationalizing environmental uncertainty concerns the 

components to be included in a multi-item measure of the construct. Duncan (1972), in 

his definition of the environment, included customers, competitors, suppliers and 

regulatory groups. Similarly, in the marketing channels literature, Achrol, Reve and Stern 

(1983) classify the environment into its major sectors: input sector, output sector, 

competitive sector and regulatory sector. Elements within each of these sectors represent, 

to a greater or lesser degree, stakeholders in the organization. Bourgeois (1978), who 

refined Duncan’s (1972) instrument, acknowledged that his instrument did not include 

supply of capital as a component. Miles and Snow (1978), who included the supply of 
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capital in their instrument, on the other hand, omitted supply of labor. Achrol and Stern 

(1988) operationalized environmental dynamism as three derived subconstructs: 

dynamism in marketing practices, stakeholders (i.e., suppliers and regulatory groups) to 

environmental dynamism. 

By incorporating only selected components of the environment in their measures 

of environmental uncertainty, researchers may inadequately represent the domain of the 

construct in those measures. For example, the supply of labor is critical to marketing 

management, especially in the distributive trades; by ignoring it in their measures, 

researchers may have neglected a key contributor to environmental uncertainty. 

The operationalization of environmental uncertainty developed here extends 

previous research by incorporating components from each sector of a firm’s environment 

(i.e., the input sector, the output sector, the competitive sector and the regulatory sector). 

Thus, the relevant environment is being defined here as the organization’s customers, 

competitors and suppliers (of materials, labor and capital) as well as governmental 

agencies regulating its activities. 

 

Alternative measurement approaches 

A third issue that has frequently been debated in the literature deals with whether 

environmental uncertainty should be measured using archival or perceptual data. Child 

(1972) suggests that the environment can have an impact on the organization only if it is 

perceived. In stressing the greater importance of perceptual measures from both a 

philosophical and methodological viewpoint, Anderson and Paine explain: ‘internal 

characteristics (rather than the objective characteristics of the environment) are the most 

important properties to consider’ (1975: 831). In support, Snow and Darran argue: 

Relying on perceptions is appropriate when an investigation is attempting to 

determine how an organization (its managers) views the behavior of the 

environment, because any response subsequently developed will be consistent 

with these perceptions. (Snow and Darren 1975: 279) 

Marketing researchers that have used archival measures of environmental 

uncertainty have called for the development of additional measures (McKee, Varadarajan 
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and Pride 1989; Oliver and Weitz 1991). In recommending an approach to measuring 

environmental uncertainty, Bergen et al. offer the following: 

Subjective measures of the uncertainty perceived by individual agents, such as the 

perceived uncertainty in the linkage between individual effort and job 

performance, might be used in conjunction with more objective financial 

measures (e.g., Oliver and Weitz 1991, p. 20). (Bergen et al. 1992) 

Further, a growing body of research centering on the relationship between 

managerial beliefs and perceptions and organizational survival and performance supports 

the idea that managers derive strategies based on their world view (Bourgeois 1985; 

Oliver and Weitz 1991). In resolving the perceptual/archival issue, Boyd, Dess and 

Rasheed (1993: 221) offer guidelines for the relative appropriateness of archival versus 

perceptual measures: ‘those studies of firm actions, such as executive information search 

or decision making,’ they offer, ‘would benefit most from the use of perceptual 

measures.’ 

 

Environmental uncertainty and marketing research 

A number of recent studies have used the environmental uncertainty construct in 

marketing research (Table 1). These studies are based on a variety of theoretical 

frameworks predominated by organization theory (Achrol and Stern 1988; Burke 1984; 

Dwyer and Welsh 1985; Etgar 1977; McKee, Varadarajan and Pride 1989; Spekman and 

Stern 1979), transaction cost analysis (Anderson 1985; Heide and John 1988; Klein, 

Frazier and Roth 1990), and agency theory (Bergen, Dutta and Walker 1992). 

In including environmental uncertainty as an exogenous variable, marketing 

researchers have employed a variety of conceptual and methodological approaches to 

define this construct. A review of these studies reveals some important shortcomings. 

Three major concerns are: (a) level of analysis, (b) inconsistent labels, (c) validity and 

reliability. 

 

Level of analysis 

The ‘level’ of the environment is an important consideration when assessing a 

decision maker’s coping response. The studies we reviewed included CEOs, general 
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managers and retail store managers’ decisions being related to the same construct (cf. 

Etgar 1977; Klein, Frazier and Roth 1990; McKee, Varadarajan and Pride 1989). 

Consideration needs to be given to matching the decision maker’s domain with the 

appropriate environmental domain. For example, while the environmental domain for a 

CEO might more appropriately be the general environment (e.g. social, political, etc.), the 

relevant domain for a retail store manager is more likely to be the task environment (e.g. 

customers, competitors, etc.). While the CEO is concerned primarily with corporate 

strategy or domain definition, the retail store manager may be more concerned with 

business strategy or domain navigation (Bourgeois 1980). 

 

Inconsistent labels 

Another problem that permeates environmental uncertainty research is the 

inconsistent use of terms or labels. This has often led to inconsistencies in the 

operationalization and measurement of the construct. We identified fifteen different 

operationalizations of uncertainty that have been used in marketing research studies. For 

example, what Etgar (1977) called demand stability has been referred to as retailer’s 

output sector variability (Dwyer and Welsh 1985), customer dynamism (Achrol and Stern 

1988) and volatility and turbulence in output markets (John and Weitz 1989). 

Additionally, the choice of characteristics to include in different studies varies even if the 

relevant dependent variables are the same. For example, in studying channel integration, 

researchers have used a variety of operationalizations of environmental uncertainty, 

including technological instability (Balakrishnan and Wernerfelt 1986), environmental 

diversity and environmental volatility (Klein, Frazier and Roth 1990) and perceived 

environmental uncertainty (Spekman and Stern 1979). We are suggesting that, while 

environmental uncertainty is a multidimensional construct, a choice must be made to 

include those dimensions that are particularly appropriate to the research question being 

investigated. 

 

Validity and reliability 

The usefulness of measures used in the studies we reviewed were often 

compromised by reliability and validity problems. With the notable exception of Achrol 
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and Stern (1988), there is limited evidence of the assessment of measurement reliability 

and validity. 

In this study, we develop and test a measure of environmental uncertainty that: (1) 

focuses on operationalizing dynamism as its key explanatory dimension, (2) includes a 

comprehensive set of stakeholders as components, (3) measures perceptions of the 

decision maker regarding his or her task environment and (4) presents a comprehensive 

assessment of reliability and validity. 

 

Method 

Context 

The context for this study is the US hotel industry. This industry was selected for 

two primary reasons. First, it represents a substantial segment of the US economy, 

generating $40 billion in sales, employing about 1.64 million people (American Hotel 

and Motel Association 1991). Second, the hotel industry faces varying amounts of 

environmental uncertainty with nationwide capacity utilization (occupancy) at 61 per 

cent, aggregate industry losses in excess of $2.7 billion and 60 per cent of all hotels 

operating at a loss (Yoshihashi 1992). 

The focus of our study is the measurement of environmental uncertainty 

(dynamism) as perceived by the chief operating officer (general manager) of the business 

unit (hotel) who acts as an ‘agent’ on behalf of the ‘owner’ (corporation or individual 

investor) in making strategic and operating decisions. 

 

Research design 

A cross-sectional field study of hotel general managers was designed. The hotels 

invited to participate in this study were selected from a national database of 25,711 hotels 

maintained by the former public accounting firm of Laventhol and Horwath. Of the total 

database, 200 hotels with 150 rooms or more were randomly selected to be included in 

the study. This minimum hotel size ensured that hotel management consisted of a team 

(as opposed to a single manager). This condition was necessary for determining the 

multiple informant or inter-rater reliability of the environmental uncertainty item. 
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To enhance the content validity of the measures used in this study, the 

questionnaire was extensively pretested with knowledgeable experts and practicing hotel 

managers. After appropriate revisions, the questionnaire was mailed to general managers 

of the sampled hotels. After mail and telephone follow-ups, 176 usable questionnaires 

were obtained from 1952 delivered questionnaires. This 9 per cent response rate 

compares favorably to that obtained in other surveys of hotel executives (cf. Laventhol 

and Horwath 1988; Schaffer 1986), where financial data were requested. 

General characteristics of the responding organizations were compared with 

secondary information on the study population (Laventhol and Horwath 1988; US 

Department of Commerce 1987). While the location within which sample hotels operate 

(e.g. central city, suburban, airport) was not significantly different (p > 0.10) from the 

population, two key differences between the sample and the population were found. First, 

franchised hotels were overrepresented in the sample and, correspondingly, independent 

hotels were underrepresented in the sample (p > 0.05). Second, the sample hotels had 

more rooms on average than did the population of hotels. Because the sample was 

designed to include only those hotels with 150 or more rooms, these two key differences 

were not unexpected. Thus, care must be taken in generalizing the results of this study to 

smaller, independent hotels. 

To test for the possibility of nonresponse bias, the Armstrong and Overton (1977) 

test was undertaken. With this test, late responders are presumed to be more like 

nonresponders than are early responders. The sample was split into two groups based on 

the median response time (fourteen days) to the questionnaire mailing; the difference in 

mean response time between the two groups was significant at the 0.01 level. No 

significant differences between the two groups were uncovered on a number of key 

variables including total sales, net income, rooms available for sale, days open for 

business and the overall measure of perceived environmental uncertainty developed in 

this study. These results, then, suggest that respondents are not likely to differ from 

nonrespondents. 
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Measurement 

Although a number of strategic marketing issues were measured in the mail 

survey, our focus is upon perceived environmental dynamism. This construct was 

measured by questionnaire items developed by Miles and Snow (1978: 200) for their 

study of the food processing and electronics industries. These items are applicable to a 

broad variety of industries and were slightly modified to fit the specific context of the 

hotel industry (Sasser, Olsen and Wycoff 1978). 

General managers’ perceptions of the dynamism in the environments facing their 

hotels were obtained on 6-point semantic differentials ranging from stable to volatile. 

These differentials were based on twenty items descriptive of six components of a hotel’s 

task environment (e.g. suppliers, competitors, customers, regulatory groups). Table 2 

enumerates the complete list of the task environment components used in this study. 

To determine the adequacy of any measure of any marketing construct, evidence 

of its reliability and validity must be offered. A number of tests were undertaken to assess 

the reliability and validity of the measure of environmental uncertainty developed here. 

First, the unidimensionality and reliability of the measure were examined. Next, the 

content validity of our measure was assessed. Then, convergent and discriminant validity 

were evaluated. Finally, the nomological validity of the measure was determined. 

 

Validating a measure of perceived environmental uncertainty 

Unidimensionality and reliability 

A critical failing of traditional methods for determining the reliability of a 

measurement scale is that they do not consider the unidimensionality of the items 

comprising the scale. ‘Unidimensionality refers to the existence of a single trait or 

construct underlying a set of measures’ (Gerbing and Anderson 1988: 186). If a set of 

items is multidimensional, it represents more than one trait or construct. Because 

measurement theory presumes that a single trait or construct is measured by a set of items 

(Hattie 1985: 49), any assessment of a scale’s reliability and validity without ensuring its 

unidimensionality is meaningless. 

To overcome these difficulties, Gerbing and Anderson (1988) have offered a 

covariance analysis approach for developing unidimensional measurement scales. We use 
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this approach for evaluating the unidimensionality and reliability of the perceived 

environmental uncertainty items described above. 

The first step in developing a unidimensional and reliable measure of perceived 

environmental uncertainty was to determine whether the twenty items represented a 

single underlying construct. Using LISREL VII, a confirmatory factor analysis model, 

assuming a single underlying construct, was estimated (Chi-Square = 630.10; df = 104; P 

= 0.000; GFI = 0.636; RMSR = 0.319; CFI = 0.565; Chi-Square/df = 6.059). 

The poor fit of the single construct model points out that the perceived 

environmental uncertainty scale lacks unidimensionality. A plausible explanation for this 

is that the twenty items reflect not one dimension but the six major components of the 

environment facing hoteliers. Accordingly, a first order model which posited six 

underlying dimensions (i.e. the factor structure implicit in Table 2) was developed and 

then estimated. 

The initial six-factor model (Model Ml of Table 3) with all twenty items failed to 

achieve an acceptable fit (Chi-Square = 289.50; df = 155; p = 0.000; GFI = 0.848; RMSR 

= 0.129; CFI = 0.889; Chi-Square/df = 1.868). An examination of the standardized 

residuals suggested that the GOVPERS item was not tapping the government regulatory 

component of the environment as strongly as were the other five indicators. In other 

words, the measurement of this component was not unidimensional with the GOVPERS 

item included in the model. 

The model was respecified by eliminating the GOVPERS item and then re-

estimated. This modified model (M2) still did not achieve acceptable fit (Table 3). The 

pattern of normalized residuals again suggested how to change the model. This iterative 

procedure continued until the final model (M5) was reached. In that model, no 

normalized residual exceeded 2.0 (Bagozzi and Yi 1988: 81) and, in addition, the model 

achieved an acceptable fit (Chi-Square = 119.46; df = 90; p = 0.021; GFI = 0.916; RMSR 

= 0.082; CFI = 0.976; Chi-Square/df = 1.327). While the fit of the final model could be 

improved further, such improvements were not conceptually justified. Parameter 

estimates for this model are reported in Table 4. 

These findings point out that the original perceived environmental uncertainty 

scale is composed of six dimensions. They also show that these six dimensions are 
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reflected by sixteen observable indicators. Moreover, the reliabilities of the six 

dimensions are all well above Nunnally’s (1978) 0.70 guideline. 

To determine whether these six dimensions or components were reflective of a 

single higher-order construct, perceived environmental uncertainty, a second-order 

confirmatory factor analysis was conducted. Figure 1 shows the second-order factor 

model solution. The hypothesized second-order factor model fitted the data marginally 

well (Chi-Square = 138.42; df = 99; p = 0.005; GFI = 0.902; RMSR = 0.124; CFI = 

0.987; Chi-Square/df = 1.398). In this model, however, nineteen of 120 possible 

standardized residuals (15.8 per cent) were larger than 2.0. 

As a further indicator of the goodness-of-fit of the second-order solution, Marsh 

and Hocevar’s (1985: 570-1) target coefficient (T) was calculated. T measures how well a 

higher-order factor solution explains the covariation among first-order factors and is 

computed as the ratio of the chi-square of the first-order model to that of the higher-order 

model. The higher the value of T, the more the second-order solution is a parsimonious 

representation of the first-order factors (Marsh and Hocevar 1985: 570). T, like GFI and 

CFI, has unknown distributional properties and an upper bound of 1. 

For this model, T was computed to be 0.863. Although T is less than the usual rule 

of thumb of 0.90 for fit indices of this type (i.e. those whose distributions are unknown), 

it approaches that criterion. Attempts at improving the fit of the model proved fruitless; 

increased fit could only be achieved at the expense of conceptual rigor. Thus, for 

purposes of our study, the second-order factor analysis model explains the variation in the 

first-order factors adequately. Moreover, the reliability of this second-order construct, 

which we term perceived environmental uncertainty, was found to be 0.861.1 

Two additional pieces of evidence support the reliability of this measure. First, 

Coleman and Gaetan (1985) have also found the internal consistency of the perceived 

environmental uncertainty measure employed in this study to be acceptable. Next, for a 

subsample of respondents (n = 70), a second member of the top management team rated 

the perceived environmental uncertainty items. From these data, measures of uncertainty 

were created for the second respondent. A comparison of the means of uncertainty scales 

for the general managers and the second member of the top management team indicated 
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no significant difference (p > 0.10). Thus, the perceived environmental dynamism 

measure appears to possess adequate multiple informant or inter-rater reliability. 

In summary, the above evidence attests to the dimensionality and reliability of the 

measure of perceived environmental uncertainty developed here. 

 

Content, convergent and discriminant validity 

The content validity of our measure was demonstrated by the steps taken in 

developing the questionnaire items. Our measure was based on previous measures 

reported in the literature, especially those developed by Miles and Snow (1978: 200) and 

Coleman and Gaetan (1985). In addition, they were subjected to extensive pretesting by 

both knowledgeable experts and practitioners. Moreover, those items not consistent with 

the domain of the content of each environmental component’s measure of uncertainty 

were eliminated in the analysis. 

Convergent validity is indicated by the significance of the confirmatory factor 

analysis loadings. Each loading not fixed a priori was indeed significant (p < 0.05), 

providing evidence of the measure’s convergent validity (Table 4). 

To test the discriminant validity of the measure, we examined whether the 

intercorrelations of the six environmental component uncertainty measures were 

significantly different from 1.0 (Phillips 1982). All of the fifteen possible component 

intercorrelations, tested one at a time, were found to be significantly less than 1.0; this 

was taken as evidence for the measure’s discriminant validity (Table 4). 

 

Nomological validity 

This facet of validity evaluates the degree to which a construct’s measure 

performs as predicted by marketing theory. As McKee, Varadarajan and Pride (1989) 

point out, perceived environmental uncertainty moderates the relationship between an 

organization’s strategy type and its performance. A test of this moderating effect was 

undertaken to determine the nomological validity of our measure of perceived 

environmental uncertainty. Organizational strategy type was measured by Miles and 

Snow’s (1978) self-typing instrument and performance was indicated by net income as a 

percent of sales revenue.2 The data were analyzed using moderated multiple regression. 
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The dependent variable was performance and the independent variables were dummy 

variables representing the defender and prospector organizational strategies,3 the overall 

measure of perceived environmental uncertainty,4 and two interactions terms (i.e. the 

product of the perceived environmental uncertainty measure and each of the two 

organizational strategy dummy variables). These latter two terms were included to 

capture the moderating effects under investigation (Cohen and Cohen 1983). 

The regression results (R = 0.287; df = 5, 163; p < 0.05) showed perceived 

environmental uncertainty to moderate the defender - profit performance link as well as 

the relationship between the prospector strategy and the hotel’s profit performance (p < 

0.05). These findings provide evidence of the nomological validity of the perceived 

environmental uncertainty measure developed in this study. 

 

Summary, further research and managerial implications 

In this study, we present evidence for the reliability and validity of a measure of 

environmental uncertainty. In addition, the measure was found to be multidimensional, 

reflecting the six components or sectors of the environment (supply environment, 

competitive environment, demand environment, financial/capital environment, labor 

environment and regulatory environment) as opposed to the environment as a whole. The 

results also indicated that the six sector measures reflected a second-order construct 

which we term overall perceived environmental dynamism. Apparently, in the US hotel 

industry, the different environmental components seem to be consistent in terms of 

variation in their perceived uncertainty. In such cases, an overall measure of uncertainty 

is appropriate. 

We examined environmental uncertainty using a cross-sectional measure of 

perceived dynamism in a single industry in one country at a point in time. In future 

studies, it would be useful to: (a) determine the conditions under which this perceptual 

measure of environmental uncertainty converges with objective (archival) measures of 

the construct, (b) validate this measure across a number of industries in different 

countries and (c) test the stability of the measure across time. 

From a managerial perspective, understanding and dealing proactively with 

uncertainty in the environment surrounding marketing activities is critical to their success 
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(Ansoff 1991). To evaluate the extent of that uncertainty, managers need valid and 

reliable measures. This research reports the development of such a measure. Additionally, 

given Balakrishnan and Wernerfelt’s (1986) argument that uncertainty within different 

environmental components has differential implications for marketing strategy, our 

multidimensional scale enables researchers and managers to examine these differential 

effects. Finally, there is the link between environmental uncertainty and performance. 

The nomological validity test shows that the measure developed here does in fact 

moderate the strategy-performance link. Therefore, when formulating marketing strategy, 

managers need to recognize the performance implications of measuring and managing 

environmental uncertainty. 
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Notes 

1 We had some concern that the second-order factor might be an artifact of our 

sample. Coleman and Gaetan (1985), in their study of perceived environmental 

uncertainty in apparel manufacturing, reported the intercorrelations among their 

uncertainty measures for the six sectors we examined in this study (i.e., supply, 

competitive, demand, financial, regulatory and labor environments). After 

subjecting their intercorrelations to confirmatory factor analysis, we found strong 

evidence for a single second-order factor of their uncertainty measures. Thus, it 

appears that our measure of overall perceived environmental of uncertainty, as 

derived from the second-order confirmatory factor analysis, is not an artifact of 

the sample. 

2 The nomological validity of the perceived environmental uncertainty measure 

partially depends upon the validity of the measures of the other constructs in the 

theoretical network. Financial indicators such as net profit as a percentage of sales 

are objective measures and are generally considered to be reliable and valid 

without any specific tests. On the other hand, perceptual indicators, such as the 

self-typing measure of Miles and Snow’s strategic types, are more problematic. 

However, because Shortell and Zajac (1990) offer evidence for the reliability and 

validity of the self-typing measure, we are confident in employing it in the test of 

our environmental uncertainty measure’s nomological validity. 

3 The responding hotels classified their organizational strategies into one of the four 

Miles and Snow (1978) organizational strategy types. Because only six of the 

responding firms classified themselves as reactors, they were eliminated from the 

nomological validity test. Thus, only firms characterized as defenders, prospectors 

or analyzers were included in the evaluation of the nomological validity of the 

environmental uncertainty measure. 

4 The overall measure, based on the second-order factor analysis results (Figure 1), 

was computed as the sum of the unweighted first-order factors (i.e. the ns). A 

more theoretically appealing approach would have been to weight each factor by 

its factor loading. However, incorporating such weights in a number of other 

contexts such as work motivation (Campbell and Pritchard 1976) and marketing 
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channel power (Lusch and Brown 1982) did not significantly increase explained 

variance. For this reason, such weights were not included in the measure of 

overall perceived environmental uncertainty. 
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Appendix. Means, standard deviations and intercorrelations of environmental uncertainty items.  

 



26 
 

Table 1. Measures of environmental uncertainty in marketing research: a summary. 
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Table 2. Task environment components* 
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Table 3 Covariance structure analysis: model fit statistics 
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Table 4 First-order confirmatory factor analysis results 

 

 

  



33 
 

 

Figure 1 Second-order confirmatory factor analysis  

Note: all coefficients significant at p = 0.05 level  


