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Abstract
The notion of Strategic Fit has been and remains to be one of the most important
arguements in the fields of business strategy and strategic management. This
research study examines the key concept of ‘strategic fit’ and its associated
theories and seeks to investigate the causes that have created ‘strategic drift’ in
Abu Dhabi’s governmental agencies in the infrastructure sector with the aim of

improving their performance.

However, for organisations, public or private, it still remains to be the most
important notion and one that cannot be ignored because it is about the success of
the organisation in its external environment where all competitive activity takes
place. Thus, there are many underlying factors such as organisational culture,
structure and organisational history that impact, or influence, the level of fit that

organisations achieve.

Therefore it is imperative that research is further undertaken on a deeper and
wider level to fully understand the concept and importance of strategic fit and
how it can be achieved. Hence, a research study in this area, especially in

developing cities such as Abu Dhabi, is well justified and needed.

The lack of strategic fit that has been witnessed in the Abu Dhabi’s infrastructure
sector over the past few years continues to be, and it is a clear indication of a
developing mismatch between the government and its policies and the agencies
that implement them. However, this is clearly a major issue for the government
going forward, if polices are developed with no clear understanding of the

available resources and capabilities.
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Similarly, the study also seeks to determine why a strategic fit has not been
achievable by the Abu Dhabi government. Though the government has developed
policies to better serve its people, it continuously faces issues of policies not being
implemented, or being implemented too late and targets not been met according to
the original brief. It has been identified that there are numerous deficiencies
between the various government agencies in the infrastructure sector in terms of
keeping pace with governmental policies - consequently, resulting in strategic
gaps with an increasing possibility of a possible strategic drift, if these issues are

not addressed effectively and in a timely manner.

The study further wishes to explore if strategic gaps have occurred as a result of
inherent cultural, historical, political and/or structural aspects of the Abu Dhabi
government and its numerous agencies — simply because these issues can be seen
as preventative to change and progress which, in turn, can lead to strategic gaps

and strategic drift in the long term.

The research paradigm selected for this research study is that of the pragmatist
approach and subsequently the key methodology employed throughout this
research is that of the mixed methods. That mixed methods research is an

intellectual and practical synthesis based on qualitative and quantitative research.

Also, This research provides a summary of the important findings, proved
hypotheses, achieved aim and objectives, and significant contribution to the
knowledge of strategic management through the development of the “Community
Innovation Scheme”, the “3-Spectrums of Change”, the “4Ms Change Model”;

and the resulting framework model; the “Government Strategy Model”.
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Chapter 1: Introduction

Introduction

1.1 Preface
One of the most important debates in the literature of the combined fields of

business strategy and strategic management has been, and remains to be, the

concept of strategic fit (Thompson, 2010).

Strategic fit is the notion that organisations do not exist in a vacuum but rather
they exist and co-exist, compete and cooperate in relation to others. Consequently,
organisations need to have the ability to respond effectively to the diverse
challenges in their external environmental and competitive activity, in a timely
manner and better than competition, in order to achieve and maintain performance

(Hoang et al, 2011; Davila, 2012; Ostroff, 2012).

The strategic fit concept asserts that if organisational strategy is appropriately
matched against external environmental challenges it significantly raises business
performance and sustainability (Lindow (2013). As such, over the years the search
for strategic fit has become a core concept in strategy development (Henderson
and Venkantraman, 1989; 1993; Bergeran et al, 2004, Griffith and Myers, 2005;
Garlichs, 2011; Brown, 2013) and very important in research (Boulter, 2012;

Nelson, 2012).

1.2 Outline of the notion of strategic fit
Organisational performance and objective achievement are directly connected

with the effectiveness of the strategy development process. High performing
competitive organisations focus on strategy development process closely to

effectively convert challenges in the business environment to their advantage by
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Chapter 1: Introduction

matching existing organisational resources and capabilities (Katkalo, et al, 2010;

Ellonen, et al, 2011).

According to Johnson, et al (2011), and in general agreement by other authors in
the field (i.e., Chandler, 1962; Andrews, 1971; Quinn, 1980; Mintberg et al, 1999)
strategy is the direction and scope of an organisation in the long run that will
provide a sustainable advantage in a dynamic organisational climate through
better management of its resources & competencies in fulfilling business and

shareholder objectives.

Appropriateness and suitability of organisational strategy is assessed through the
concept of strategic fit (Ensign, 2001; Grant, 2007). Garlichs (2011), states that
strategic fitis explained as the degree to which an organisation is matching
its resources and capabilities with the opportunities in the external environment.
Strategy that does not support achievement of organisational objectives would not
be effective (McLaren et al, 2011). Successful and highly performing
organisations tend to always match their internal structures, culture, resources,
systems and processes and capabilities against their external environmental
challenges and changes as a matter of continuous process (Brown, 2013) — which
then results in ultimate organisational performance in its external environment(s)

(Hoang et al, 2011).

However, frequently, organisations experience issues in terms of achieving a
strategic fit. Many reasons can be attributed to this; for example, structural issues,
cultural aspects, ineffective communications and organisational inertia to mention
but a few. As a result, strategic gaps occur when an organisation's actual

performance does not meet the requirements, or goals, of the organisation as set
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out in their vision, mission and objectives. In other words, a strategic gap would
mean that the organisation has lost its direction, or it is drifting away, from its

strategic purpose or reasons for existence (Unger et al, 2012).

In the pursue of strategic fit organisations need to ensure that resources, processes,
systems and overall capabilities are aligned accordingly in line with internal and
external environmental conditions. Strategic Alignment is the process and result
of linking business strategy and objectives with business units, functions, and
employees in order to achieve an optimum relationship between these functions,

or parts (Henderson and Venkantraman, 1989; 1993; Bergeran et al, 2004).

However, the ability of continuously matching the resources with external
environmental changes is a difficult task - especially when organisations are rigid
and inflexible. Most of the organisations today find it difficult to achieve a

sustainable strategic fit and eventually fall into a strategic drift (Worch, 2012).

According to Jeffs (2008), strategic drift occurs when organisational strategies
progressively fail to address the strategic position of the organisation and this is
frequently followed by transformational change that creates underperformance, if
not managed effectively. Armstron (2008) reiterates that the notion of strategic
fit expresses the degree to which an organisation is matching its resources and
capabilities with the opportunities in the external environment. The matching
takes place through strategy and it is therefore vital that the organisation has the
actual resources and capabilities to execute and support the strategy. As a result,
this creates a strategic gap that is reflected as the gap between the current

performance of an organisation and its desired performance as expressed in its
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mission, objectives, goals and the strategy for achieving them. Dransfield (2001)

is also in agreement and indeed numerous authors in the field over the years.

However, despite how important the notions of strategic fit and strategic drift are,
extensive literature review indicates that there appears that studies in the field no
longer research and discuss the topic as much as they used to in the past. It is as if,
the literature in the wider area of strategy has moved on investigating other
aspects in the field and the notion of strategic fit as a concept, and in practice, is

no longer a priority.

Nevertheless, for organisations be it public or private, it still remains to be the
most important notion and one that cannot be ignored because it is about the
success of the organisation in its external environment where all competitive

activity takes place.

There are also relatively fewer studies now being conducted in the field on core
concepts that underpin the notions of strategic fit and strategic drift. In most cases,
strategic fit is only explored on a case study basis with more focus on
understanding how strategic fit can be achieved by organisations matching
resources and capabilities to the environmental conditions. However, there are
many underlying factors such as organisational culture, structure and
organisational history that impact, or influence, the level of fit that organisations

achieve.

Therefore, it is imperative that research is further undertaken on a deeper and

wider level to fully understand the concept and importance of strategic fit and
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how it can be achieved. Hence, a research study in this area, especially in

developing countries such as Abu Dhabi, is well justified and needed.

1.3 Objectives of the study

The principal objective of this study is to assess the ‘strategic fit’ and the
possibility of mitigating ‘strategic drift’ in Abu Dhabi’s governmental agencies in
the infrastructure sector with the aim of improving their overall performance,
competitive advantage and strategic sustainability. According to Cole (2003),
competitive advantage of a firm derives by an appropriate match of its capabilities
and resources to the opportunities available in the external environment on the
face of challenges and competitive activities so that the organisation outperforms

competitors.

In practice, however, most organisations experience problems in terms of
achieving the required strategic fit. There can be many reasons for this such as
structural issues, cultural aspects, ineffective communications and organisational
inertia to mention but a few. This will lead to poor performance resulting in
strategic gaps to occur when an organisation's actual performance does not meet
the strategic requirements. According to Kaufman (2003), suffering a strategic
gap would result to the organisation losing its long-term direction from its

strategic purpose and reasons for existence.

The lack of strategic fit that has been witnessed in the Abu Dhabi’s infrastructure
sector over the past few years (GSADEC, 2012) continues to be deteriorating and
it is a clear indication of a developing mismatch between the government and its
policies and the agencies that implement them. The mismatch could be related to

the government not fully understanding the resource and capability requirements
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needed by the infrastructure sector to implement their policies, or it could be that
the agencies are not properly utilising current resources. However, this is clearly a
major issue for the government going forward, if polices are developed with no

clear understanding of the available resources and capabilities to ensure success.

Similarly, the study also seeks to determine why a strategic fit has not been
achievable by the Abu Dhabi government. Though the government has developed
policies to better serve its people, it continuously faces issues of policies not being
implemented, or being implemented too late and targets not been met according to
the original brief (Abu Dhabi Government SWOT Analysis Report 2008; 2010;
2012). It has been identified that there are numerous deficiencies between the
various government agencies in the infrastructure sector in terms of keeping pace
with governmental policies - consequently, resulting in strategic gaps with an
increasing possibility of strategic drift, if these issues are not addressed effectively

and in a timely manner (State of Emirates Report, 2012).

The study further aims at exploring if the strategic gap identified has occurred as a
result of inherent cultural, historical, political and/or structural aspects of the Abu
Dhabi government and its numerous agencies — simply because these issues can
be seen as preventative to change and progress which, in turn, can lead to strategic

gaps and strategic drift in the long term.

In the last few years, it has become evident that there is a lack of strategic fit in
the infrastructure sector of the Abu Dhabi government due to a number of reasons.
This particular sector is divided in four main subsectors, namely: ‘Transport

Infrastructure’, ‘Utilities’, ‘Urban Development’, and ‘Telecommunication’.
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Some of the problems encountered over the years are, that in certain cases,
policies developed are not addressing the real issues of the public and in other
occasions relevant policies are not developed due to the bureaucratic challenges
that the sector is experiencing (Abu Dhabi Government SWOT Analysis Report
2008; 2010; 2012). This is largely triggered by the inefficient external
environmental assessment system prevailing at the moment. There is no
systematic process developed in identifying the external demands of the public of
Abu Dhabi that would have generated important dimensions in policy
development. Further, there is a substantial communication gap identified

between the public and the government that has increased the mismatch.

It can also be seen that there are number of performance-related aspects that have
triggered internal inefficiencies and lack of effective implementation and controls
(Abu Dhabi Government SWOT Analysis Report 2008; 2010; 2012). Most of
these issues have not been improved over time and are deteriorating further.
These, in turn, have created a blame culture among departments and antagonism
has also become evident — all of which have, clearly, become detrimental to the

overall performance of the sector.

On-going observations and diverse feedback from numerous sources (GSADEC,
2012) and talking to key members in the government structure indicate that the
infrastructure sector has diverted from its overall strategic brief, is experiencing
numerous problems and a strategic drift has already occurred and deteriorates

further.

Some of the main issues identified are:
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e Limited ability to embrace public demands and respond to the changing
external environmental conditions;

e Review and evaluation mechanisms are, at large, absent and/or limited and
success measurement techniques are ineffective and not properly aligned
against objectives;

e Strategic planning and strategy development processes are weak and
incomplete and do not incorporate the views of key stakeholder groups;

e Lack of focus and commitment towards implementation of strategies;

e Lack of organisational flexibility and ability to change as and when it is
required,

e Communication gaps between departments and between central government
agencies;

e Unclear systems and processes for acquiring appropriate resources and
developing relevant capabilities;

e Limited transparency, accountability and due diligence.

Change management equally plays a vital role in the current organisational
environment as it directly supports shaping up the internal environment together
with organisational policies in achieving the desired strategic fit. At the moment
the infrastructure sector of Abu Dhabi is having issues with change management
practices that have directly impacted in resulting strategic gaps in implementing
new policy decisions & strategies internally. This is again negatively supported by
rigid structures and negative internal cultures. Consequently, in the process of

pursuing the desired strategic fit these aspects would also need to be looked at.
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1.4 Aims, Objectives and Questions
Hence in the context of this research study and in line with the relevant literature
in the field the following aim and objectives have been developed:
Aim
The principal aim of this research is to investigate the factors that cause strategic
drift in the governmental agencies of the Abu Dhabi infrastructure sector in order

to minimise identified gaps and achieve the desired strategic fit.

Key Objectives
To operationalise the above aim, three specific objectives have been devised that

enable a logical approach to problem-solving. The objectives aim to find answers
to the causes of strategic gaps between the government and its agencies. Once the
causes have been identified, measures will then be taken to minimise gaps and to
finally improve overall strategy development and management of the government

and its agencies.

Objective One
To examine the factors that cause strategic drift in the diverse agencies of Abu

Dhabi’s infrastructure sector.

Objective Two
To determine ways, in line with government policy and agency capabilities, in

order to minimise organisational and strategic gaps.

Objective Three
To suggest agency-wide strategies for improving resources, systems, processes

and overall practices in order to develop capabilities and competences and so

increase performance and achieve the desired level of strategic fit.

Key Research Questions
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In the process of pursuing the above objectives, relevant research questions and
have been developed. It is acknowledged that the research questions are, for the

most part, based on objective one. The key research questions are as follow:

1. Are the strategies developed by the Abu Dhabi government appropriate
and realistic in line with environmental conditions?

2. Are communications in the government structure open and free flowing?

3. Are leadership and management practiced effectively throughout the
governmental structure?

4. Is change embraced effectively by the various government agencies or are

they subject to organisational inertia?

1.5 Key areas to be addressed
In doing so, as shown in Figure 1-1, the following key areas are addressed: the

concepts of strategic fit and change management in addition to understanding the
external and internal environment of Abu Dhabi. Moreover the global prospective
of the infrastructure sector is looked at through the benchmarking of several cities

around the world.
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Governmental strategies and
objectives

The conditions and
challenges of the internal
environments

Literature review on concepts
% @ related to strategic fit

The conditions and Abu Dhabl Infrastructure
challenges of the external |:> Sector

environment
Literature review on concepts
related to strategic change

The global prospective on
infrastructure sector

Infrastructure Sector:

Urban Development
Transport

Utilities
Telecommunication

Figure 1-1 Key Areas to be Addressed

1.6 Conceptual Framework
In the process, a conceptual framework as depicted in Figurel-2 has also been

developed to further illustrate the theoretical linkages of the various notions that
make the body of knowledge of this research. The framework shows the key areas
that will be taken into consideration when reviewing the literature of the subject

matter at hand because they are all integral parts of this research study.
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Figure 1-2 Key Theoretical and Practical Notions of Strategic Fit

1.7 Outline of Study
Table 1-1 here below illustrates the key chapters of this study in an effort to

highlight the specific sections of this research in an ‘at a glance’ manner for

purposes of clarity and transparency.

Part |
Introductory Aspects
Chapter One
Introduction
This chapter is dedicated to Introduce the study at hand and provides an overview of the key
dimensions of the research

Part 11
The Theoretical Framework and Literature Review
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Chapter Two Chapter Three
Strategic Fit Change Management

This chapter is about the concept of “strategic | This chapter is tackling the concept of “change
fit which involves detailed and reflective | management” that introduces the wider subject
literature review of the notion of strategic fit | of change management because the area is
incorporates additional concepts that underpin | interrelated with strategic fit since the latter
the notion. In the process genuinely diverse | cannot be achieved without the former. Of
perspectives are discussed and linked against | course, the theoretical notions will always be

the research objectives. linked to this study’s research aims and
objectives.
Chapter Four Chapter Five
The External Environment The Infrastructure Sector

This chapter discusses external environmental | This Chapter provides an overview of the
conditions and examines the recent changes | infrastructure sector in itself and present the four
in the wider, regional and local environments. | subsectors in the different areas of the sector in
In addition, this chapter sets the context of the | an effort to demonstrate the actual field of
wider national environment and will discuss | application for this research and define the key
the various social, economic, demographic | parametres of this investigation.

and other key changes in order to articulate
external environmental challenges and
opportunities.

Chapter Six
Global Perspective In Infrastructure

This chapter is discussing six different smart cities around the world to explore worldwide
practices with regard to infrastructure sector management. The discussion includes general
information about each city and then it will dig deep in to more details about the governance
systems, economy, and demographics. The infrastructure sector in these cities is looked with
regard to leadership and management practices and strategies.

Part 111
The Research Methodology Framework

Chapter Seven
Methodology and Design of the Field Study

This chapter discusses in detail the methodology that underpins this research study; it explains
the research strategy and the data collection process and provides explanations and justifications
regarding the selected analytical techniques to be used in the study.

Part IV
The Analytical and Discussion Framework

Chapter Eight

This chapter presents the analysis of the data collected and discusses the findings per each one
objective and hypotheses. All results are, clearly, discussed in relation to the hypotheses made
and conclusions reached are compared with other studies in the field. Given that this is a case
study-based research (where findings are intimate to the organisation(s) at hand and not
necessarily equally useful to other audience) there are on-going comparisons with other studies in
the field in order to provide a generalised perspective in the area. The resulting framework model
is also illustrated and explained.

Part V
The Concluding Framework

Chapter Nine
Conclusions and Recommendations

This chapter links and illustrates all the findings of this study, it also acknowledges the
limitations of this investigation and suggests additional research directions on the topic to aid
further studies in the field.

Part VI
Miscellaneous

Bibliography Appendices

Table 1-1 Structure of Study

1.8 Summary and anticipated outcomes
Given the context of this examination and the limited research that has been

undertaken in the area in recent years and the fact that this is the only in-depth
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enquiry of this nature in Abu Dhabi, it is believed that this study will make a

significant contribution in the field.

The study will also attempt to improve current theories and frameworks in the
area, thus further developing our understanding in the field of strategy, strategic
management and competitive landscapes. The research aims to bring together the
work of diverse authors, from differing perspectives in a reflective and consistent

way, thereby bridging discontinuities and extending knowledge.

In addition, the study will supplement the body of knowledge in the area, and
should also serve as the basis for further research and analysis in the combined

fields of business strategy and strategic management.
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Strategic Fit

2.1 Introduction
Effectiveness of strategies developed (organisational actions in the environment),

and strategic management (process of decision-making and strategy development)
are directly linked with the appropriateness and suitability of strategies being
developed (Thompson, 2010). The end result is measured by the organisation’s
competitive advantages (advantages over competition) via its capabilities
(internally developed abilities and overall competencies) that all lead to the

organisation’s strategic fit in its external environment (Boulter, 2012).

The literature in the combined field of strategy and strategic management is in
agreement that strategic fit results from the effectiveness of organisational
strategies in ensuring that resources, practices and capabilities developed
correspond to the opportunities and challenges in the organisation’s external
environment (Davila, 2012). In other words, all organisational actions should lead
to the fitness of the organisation in its environment, as the environment changes,
if the organisation is to maintain and improve its performance and remain

competitive (Ostroff, 2012).

This chapter involves detailed and reflective literature review of the notion of
strategic fit incorporates additional concepts that underpin the notion. It goes
through the life of any organization and the fluctuation might accrue along its
timeline in terms of strategic journey through tackling the key concepts of

strategic management.
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2.2 Punctuated Equilibrium
The concept of the punctuated equilibrium (Sommer, 2012) provides a further
insight into organisational practices in keeping up with environmental changes.
The punctuated equilibrium theory suggests that organisations develop through
long periods of stability (equilibrium periods) in their basic patterns of stability
that are punctuated by relatively short bursts of fundamental change
(revolutionary periods). Consequently, revolutionary periods disrupt patterns of
established activity and create the bases for new equilibrium periods (Romanelli
and Tushman, 1994; D’aveni, 2010). Chaos theory also has a similar perspective
and sees order emerging from chaos and chaos giving impetus to order (Stacey,

1993; Webb, 2013).

The theory of the punctuated equilibrium states that, organisations to begin with
do what they do in the manner that they do it, in order to remain strategically fit
with their environment given the prevalent characteristics of that environment.
For example, they adopt practices that reflect the current state of the economy and
the overall know-how of that period in relation to their mission and objectives.

This stage is the continuous stage of management (Williams, 2011).

The next stage is incremental. As problems occur, or as the environment changes,
organisations adjust their practices and adopt new ways in order to maintain their
strategic fit. For example, they may improve operations by embracing new
technologies, systems and processes or introduce new products and services to
facilitate new socio-cultural trends (Swaim, 2011). Incrementalism (Quinn, 1978)
takes the view that top managers do not understand all of the organisation’s
activities, or all environmental conditions, and thus decisions applicable to all

subsystems of the organisation would be inappropriate. This approach assumes
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that managers have a clear understanding of the organisation’s long-term goals
but only a limited capability to realise them, due to constraints. Lower-level
managers are thus involved in the process of decision-making and encouraged to
propose strategies. In this way, change takes place incrementally, it occurs

through trial and error and aims are achieved through co-ordination (Jones, 2013).

The following stage is the flux. Flux is the point where environmental conditions
have changed dramatically over a short period of time and organisations are not
sure of, or do not know, how to respond to the new changes. This is the
revolutionary period and the point for radical change. This is the time where
managers hold on-going meetings to decide what to do next, and potentially, seek
advice from all kinds of experts in order to arrive to the most appropriate decision

— given the situation that they are faced up with (Jennings, 2012).

The final stage is the transformational stage, decisions have been made and the
organisation is implementing its new practice. At that stage, two things can
happen. Either strategies developed, are suitable in relation to challenges
encountered in the external environment, and therefore, the organisation maintains
its strategic fit or, they are unsuitable and the organisation is no longer competent
thus resulting to a strategic drift (Johnson, 1987) and eventually fails (Treen,
2012). The gap between the strategic fit and the strategic drift is said to be the
strategic wear out (Dziri, 2011) where organisations are worn out by their efforts
to keep up with environmental change. For example, they may have worn
themselves out financially and can no longer maintain performance, they may
suffer from bad leadership and poor management or they may be unable to cope

with market changes at the speed required because of inertia (Drummond, 2013).
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According to Nirgudka (2002), organisational actions to ensuring strategic fit not
only influence competitive advantage(s) but also play a vital role to ensuring
business sustainability. He continues by stating that efforts to maintaining
strategic fit must be reviewed constantly to ensure that the direction of the
organisation is on the intended path that delivers the mission and realises business

objectives (Stevenson, 2010).

2.3 Business Strategy
Before embarking into a detail discussion on strategic fit and its associated

diverse notions, it makes sense to introduce the concept of strategy because, after
all, strategic fit is the outcome of strategy. The Oxford dictionary defines
(Stevenson, 2010) strategy as a plan of action designed to achieve a long-term, or
overall aim. Similarly, the US dictionary (Stevenson, 2010) states that strategy is
a plan of action which an individual, group or organisation designs in an effort to

achieve a vision.

Miles (2003), one of the proponents of strategy from a business perspective, says
that strategy is illustrated as the main tool that is used to achieve an organisation’s
current and future vision. This, he continues, explains that strategy is looking at
long-term planning and defines the organisation’s future position to ensure the
attainment of objectives with a provision of a platform for organisational
decision-making. Liebowitz (1999) concurs and reiterates that organisational
strategy is developed with the clear intention of envisioning the long-term

direction of an organisation.

Michael Porter (1979; 1980; 1996; 2001) is widely regarded as the modern-day

godfather of strategy from a business point of view and his works are quoted in
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every book in the field. Magretta (2012) citing one of his studies (Porter, 1996)
reiterates that strategy is about making choices and trade-offs; it's about
deliberately choosing to be different and knowing what to do and what not to do.
Hamel and Prahalad (1989; 1993; 1994) add that an organisation should develop
relevant resources, capabilities and competencies to match its strategic direction
and Burton (2004) amongst others is also in agreement. Jensen (2001) highlights
that strategy development involves the establishment of organisational purpose
and reasons for existence that define the strategic standing of a firm — and this
includes clear definition of short term, mid- term and long term goals that
underpin the vision of the organisation. Rothwell (1994) reiterates and states that
a clear strategic direction enables an organisation to develop sustainable future
plans and Arnold (2007) adds that strategic planning must be a collective

approach in an organisation in order to enable the best possible shaping of a plan.

The concept of strategy is not new. It is originating from ancient Athens and the
word ‘strategy’ derives from the Greek word strategds which is the position of the
general leading large divisions of stratds (army). Cummings (1993), states that the
term coincides with the ancient Athenian Kleisthénes who developed a new socio-
political structure in Athens between 508-507 B.C., after leading a successful
uprising against the ruling of Sparta. As part of the restructure, he introduced
different divisions that acted as military and political units for the Athenian
region. The head of each division was named strategos and was offered a chair at

the war council lead by Kleisthenes.

In modern history, and from a business perspective, strategy emerged with an

economics viewpoint in the late eighteenth century from the founder of modern-
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day economics Adam Smith, in his book The Wealth of Nations (1776) (Smith,
2007). As time progressed and the discipline evolved, the theory of the Industrial
Organisation (10) was born in the 1930s. In the 1950s, the first focused writings
in business strategy appeared, initially as a by-product of the Industrial
Organisation economics. As academic thought and reflection grew, business
strategy gained momentum, and in the 1980s, it became an established

management discipline (Mintzberg et al, 2003).

Chandler (1962), another proponent of modern-day business strategy, defines
strategy as the determination of the basic long -term goals, and objectives of an
enterprise, and adoption of courses of action and the allocation of resources
necessary for carrying out these goals. Child (1972) adds that strategy includes the

set of fundamental, or critical, choices about the ends and means of a business.

Quinn et al (2003) see strategy as the pattern, or plan, that integrates an
organisation’s major goals, policies and action sequences into a cohesive whole.
He further explains that a well formulated strategy helps to marshal and allocate
an organisation’s resources into a unique and viable posture based on its relative
internal competencies and shortcomings, anticipated changes in the environment

and contingent moves by intelligent opponents.

However, Sloman (1999) and Aaker (2001) argue that strategy definitions should
be developed for different levels of an organisation in the planning process
because each level is engaging with different aspects in the process of decision-
making. He maintains that strategies at different levels of decision-making must
be reflecting the overall corporate strategy of an organisation and hence must help

achieve that. Miltenburg (2005) notes that the process of developing strategies
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within an organisation should involve creativity and innovation to obtain the
highest benefit — and this is directly linked with the arguements of Porter (1980;
1996) that strategies developed in an organisation should be different from
competition in order to achieve competitive advantage(s). This arguement is
further supported by Callan (1993) as he indicates that the competitive
environment is dominated by various factors where most are unpredictable and
firms need to be developing ways in which these can be tackled in order to remain

competitive.

Nevertheless, Panagiotou (2012) argues that given that there are three different
levels of decision-making in an organisation (corporate, business and functional),
three different definitions of strategy are needed in order to highlight the specific
aspects of each level of strategy development and provide the necessary clarity in
the field. To that end, he articulates that corporate strategy is the continuous and
persistent appraisal of the organisation’s external environment to identify
favorable industry conditions, which warrant the creation of a unique and valuable
position for the organisation to enter and/or maintain, enabling it to exploit
business opportunities given its strengths, weaknesses, capabilities and resources.
As to the business strategy, he says that business strategy emerges from what the
company does, or wants to do, and it can be defined as the adoption of a course of
action and a set of coherent, unifying, flexible and integrative plans, which
support and enable the business unit to achieve its overall goals in its chosen
industry, sanction the utilisation of resources and efforts, whilst averting potential
threats and facilitating the creation of barriers to imitation to its competitors. He
also makes clear that these two definitions are more appropriate for large

organisations with more than one Strategic Business Unit (SBU). For a single

Improving Capabilities and Strategic Fit in Governmental Agencies 23
Abdulla Alshebli, 2016



Chapter 2: Strategic Fit

business enterprise, the two definitions are merged, since corporate decisions and
business strategies are formulated by the same team of managers. Finally, he
specifies that functional strategy (tactical level) is the concurrent alignment and
pattern of plans that translate corporate and business objectives into a framework
of flexible processes that attempt to perform similar activities better than rivals, to

enable operational effectiveness and competitive advantage(s) to take place.

Alternatively, Mintzberg (1994) and Mintzberg et al (2003) provide four different
perspectives of how strategy can be seen as. The first is strategy as a ‘Plan’ where
strategy is used as an organisational planning tool. This is a conscious effort by
the organisation to achieving intended objectives. The second is strategy as a
‘Pattern’ where it can be seen as a behavioural consistency that is implemented
methodically having a pattern and such patterns can evolve during the course of
strategy implementation. The third is strategy as a ‘Position” where organisational
strategy defines the market position of the firm. This is also known as ‘strategic
position” Porter (1979; 1980; 1996; 2001) as well and it links the organisation
with its external environment. The fourth and final is strategy as a ‘Perspective’
where strategy is directly or indirectly used in shaping the perspective of the
organisation. This is to say that strategy development can be seen as the
personality of the organisation that underpins the way in which an organisation,

via its management, perceives the environment.

On the other hand, Johnson et al (2010) add that the process of strategy
development can also be seen as in three different paradigms. ‘Strategy as a
design’ is the first, where the strategic direction of the organisation is decided

through using a formalized planning model. Strategic position and the choices are
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analytically evaluated and the best combinations are chosen. The second is
‘strategy as ‘experience’ and this is where an organisation uses past experience as
a learning curve in developing future strategies and new directions are formulated
as deviations from existing strategies. The third and final is ‘strategy as ideas’
where an organisation considers that strategies emerge from day-to-day operations
and employee contributions are encouraged in order to facilitate an environment

that encourages innovation and creativity.

Armstrong (2011) complemented all the above viewpoints by stating that
organisational strategy also has two basic dimensions. The first is the ‘where you
want to go and how do you get there’ and involves a position audit which is the
planning part of the strategy development process. The second is the notion of
strategic fit that highlight the suitability of selected strategies and the extent to
which these are effectively matched with internal resources, capabilities and

competences against external environmental challenges and opportunities.

2.4 Strategic positioning
As in the latter section, the concept of strategic positioning is also relevant and

hence merits a discussion because strategic fit is the result of effective
organisational positioning in the external environment. The essence of an
organisation’s strategic positioning is achieving a distinctive and visible position
in the external environment in the eyes of diverse audiences and target groups
(Das, 2011). According to Thompson (2010) strategic positioning is simply
performing different activities than rivals or performing similar activities in

different ways.
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The notion of strategic positioning has been initially articulated by Porter (1979;
1980; 1985) in the three generic strategies framework. The three generic strategies
is a useful framework for identifying different strategic positions in an industry
and possible routes to competitive advantage(s). In particular, these strategies are
‘differentiation’, ‘cost leadership’ and ‘focused’. Differentiation and cost
leadership are relevant when a company serves an entire industry and the
competitive scope is broad. When a company serves a particular segment of that
industry and thus the competitive scope is narrow, the relevant strategy is focus
since the company focuses its efforts on the needs of a specific group of
customers. In the context of focused strategies, cost focus or differentiation focus

can then be selected as the bases with which to compete.

However, despite the usefulness of the framework, the guidelines are rigid (Aaker,
2001) as they suggest that these positions are alternative strategic routes to
competitive advantage and that, an organisation can only compete in a market by
either being cheaper than competition or different in order to justify higher prices.
If the company pursues more than one of these strategies, it is in danger of being
‘stuck in the middle’ because it will be doing too much, rather than concentrating
its efforts on one specific aspect. Since the original theory, however, it has
become evident that many companies pursue hybrid strategies by integrating both

differentiation and cost and are successful in what they do (Moon, 2010).

Whilst Porter (1979; 1980; 1985) attempted to explain what is strategic
positioning other authors (Ulph, 2011) discussed the key internal requirements in
an organisation in order to achieve the desired positioning. A large debate in the

field is based on which approach an organisation is to adopt to achieve their
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targeted positioning (Williamson, 2013). The positioning school of thought
(Henry, 2008) states that an organisation should be driven by its external
environmental conditions and as such endeavor to develop internal capabilities in
line with the external environment. This approach is also known as ‘outside-in’ or

market-based view (Foss, 1997).

On the other hand, the opposite approach to this comes from the resource-based
perspective (Foss, 1997) where it is argued that strategy development should first
aim at developing internal capabilities and then seek to position the organisation
in the external environment accordingly (Foss, 1997; Henry, 2008; Hunt, 2010).
This approach is also known as ‘inside-out’ or resource-based view (Henry,
2008). Hence, strategy development is based on the resources and capabilities of
the organisation (Gibbert, 2012). This, in turn, emphasises the need of creating
core competences through capabilities in order to achieve competitive advantages

in the external environment (Barney, 2007; Ireland, 2010)

Nevertheless, a number of authors in the field (Sanchez, 2010) argue that firms
must strike a balance between the resource-based view and the market-based view
in achieving a sustainable advantage over rivals, since as Malhotra (2001) and
Harrison (2010) say the resource based-view ignores the organisation’s market

conditions and trends and customer perceptions and satisfaction.

2.5 Strategic management
Similarly, as with the last section, it is also necessary to provide a concise

summary of the notion of strategic management in order to have a discussion in
place that underpins the central theme of strategic fit of this chapter. According to

Jeffs (2008), strategic management is described as the decisions that generate
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strategy development, implementation and control which then lead to achieving
the organisation’s vision, mission and objectives. Alkhafaji (2003) and others
(Sadler, 2003) concur and state that strategic management is the process of
assessing the corporation and its environment in order to meet long-term

objectives.

Sadler (2003) argues that strategic management is different from operations
management; strategic management is concerned with decisions at the top level of
management in an organisation and has a long-term perspective whereas
operations management is concerned with tactics and has a short to medium-term
perspective. These advances are also in line with Panagiotou’s (2012) definitions
of strategy discussed earlier. Nevertheless, as commonly agreed by authors in the
field (Amason, 2010) all levels of strategy and management are interconnected
because one follows from the other and frequently inform each other (Thompson,

2010).

However, given that strategic management, for the most part, includes the process
of decision-making, and consequently, impacts on how individuals perceive the
environment that, in turn, influences actions that create organisational strategic fit
or strategic drift, it is also useful to provide some historic arguements as to how

strategic management has evolved over the years.

As already discussed earlier, the first writings of business strategy appeared in the
1950s. At first, business environments were viewed as objective entities, and the
company was considered to be detached from its industry and market - as if,
companies were players in an arena competing against each other. Because

strategic management spawn from economics, and in particular from the branch of
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Industrial Organisation (10), the field of strategy from the beginning was subject
to an economics-based view that business environments are objective
(Hodgkinson, 2005) and that managers are rational utility-maximizing individuals
(Calori et al, 1992). As such, it was assumed that managers possess similar
knowledge, all reason in a similar logical way, all notice the same threats and
opportunities and all pursue similar goals (Stubbart, 1989) — also acknowledged

by ketchen (2006).

Because of the formality of the practice and the influence from the military routes
of strategy, business strategy was seen as a top-to-bottom activity where plans of
action were formulated by management and implemented throughout the
organisation observing a strict chain of command. However, over a period of time
this approach was perceived as simplistic, biased and incomplete (Panagiotou,
2008; 2012). As a result, over the years, a number of additional perspectives were
introduced in the field, eventually forming the various schools of thought in

strategic management (Mintzeberg, 1998; 2003).

Table 2-1 illustrates the varied perspectives of the numerous schools of thought in

the field and highlights the key aspects of each (Mintzberg et al, 1998; 2003).

Abdulla Alshebli, 2016

School of . . Time .
Thought Viewpoint Period Summary of Attributes
Design School Strategy 1960s- This was the first school of thought to emerge in the field. It
development 1970s. perceived strategy development as achieving the essential strategic fit
as a process of between external opportunities and threats and internal strengths and
conception. weaknesses. Strategy development is seen as a top management
activity, it is simple in nature and deliberate in process.
Planning School. Strategy 1970s- Has similar characteristics like the design school. However, over
development 1980s. time, strategy process became more formalized and corporate
as a formal planners are seen as the key players in strategy development.
process.
Positioning Strategy 1980s- Emphasis is placed on rigid scientific analysis of formalized business
school. development 1990s. environments and generic views of competitive positioning. This is a
as an analytical popularized and dominant view that grew rapidly in all areas of
process. business strategy. This perspective is still strong in the field.
Entrepreneurial Strategy Grew in The literature for this perspective was formed slowly rather than in
School. development parallel with | waves as in other schools of thought. Emphasis is placed on the
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as a visionary others CEOQ’s visions and intuitive abilities. Prescriptive approaches to
process. strategy development start to break down and emergent approaches
are embraced.

Cognitive School. | Strategy Emerged in Formed out of continuous dissatisfaction with the formalized
development the late processes of the prescriptive approaches that primarily assumed away
as a mental 1970s and the human element in the process of strategy development. Re-
process. grew in the introduced the individual and 30organisation managerial cognitions

1990s. as the key element in strategy development.

Learning School. Strategy Late 1970s | A major challenge to the prescriptive schools of thought. The
development onwards. learning school sees strategies being emergent, and believes that
as an emergent Grew in strategic thinking can be found throughout the 30organisation. Sees
process. parallel with | strategy development and implementation as being interrelated with

others. one guiding the other to increase organisational competencies and
capabilities.

Power School. Strategy Grew in A small but quite distinctive school of thought with two perspectives.
development parallel with | The first is the micro perspective which sees strategy development as
as a process of others. an internal political and persuasive process. The second is the macro
negotiation. perspective which uses power as a leverage over external parties to

achieve objectives. Focus on self-interest.

Cultural School Strategy 1980s This perspective sees strategy development as a common interest
development onwards. among stakeholders and emphasises social interaction to achieve the
as a collective objective. Positive and effective culture is used as a strategic
process. leverage.

Environmental Strategy Mid 1970s | Emphasis is placed on organisational maneuvering dependent upon

School. development onwards. current environmental pressures and operating issues.
as a reactive
process to
environmental
conditions.
Configuration Strategy Grew in Emphasis is placed on adopting and integrating elements from both
School. development parallel with | the prescriptive and descriptive schools of thought in order to achieve
as a process of others. a more holistic approach to strategy development.
transformation

Table 2-1 The Ten Schools of Thought in Strategic Management
(Source: Mintzberg, Ahlstrand and Lampel, 1998 and Mintzberg and Lampel, 1999a;
1999b.)

2.6 Strategic Fit
Now that the underpinning diverse theories in relation to the notion of strategic fit

are in place, and continuing from sections 2.1 and 2.2, where preliminary
discussions about the concept of strategic fit have already taken place, it is felt
that this chapter can engage with a more involved discussion on the topic. Prasad
(2004) argues that strategic fit is an organisation’s effort to matching its resource
pool and capabilities with external challenges or opportunities in the environment.
The main objective is to identify opportunities that will accrue to the organisation
and to prepare the organisation to obtain benefits that will have financial or non-
financial payoffs. Cole (2003) agrees and further suggests that any firm in order to
maximize its competitive advantage must match its resources and internal

capabilities with the changing elements in the external environment. Triantis

Improving Capabilities and Strategic Fit in Governmental Agencies 30
Abdulla Alshebli, 2016



Chapter 2: Strategic Fit

(1999) is also of the same opinion and adds that a strategic fit exercise is a
continuing process within an organisation that faces continuous change as a
response to the changing nature of the external environment. In addition,
according to Birchall (2005) the degree of change required depends on the nature

of environmental dynamism and the rate of change.

The contingency theory of strategic fit (Rumelt, 1974; Stalker and Burns, 1994)
suggests that the degree of organisational performance and effectiveness of
operations is closely linked with the number of internal characteristics that the
organisation is challenged by such as functional structure, resources and
contingency planning. Donaldson (2001) further states that a firm’s strategy and
structure must be in-line with the external environment and expected changes in
order to derive to the best possible strategic fit given the situation — and he
summarizes strategic fit as the relationship between a firm’s task (external)
environment, internal structure (including systems and processes) and
performance (fit). Birchall (2005) is also in agreement and explains that an
organisation must possess a strategic flexibility that is explained by proactive and
reactive organisational potential for maintaining a dynamic fit between the

organisation and its environment.

However, environmental uncertainty is identified as a key problematic variable to
the latter (Pennings, 1975) as indicated in Miner (2005) and Witzel (2005) when it
comes to achieving the desired strategic fit. Nevertheless, it is also accepted, in
theory, that an organisation’s optimal structure is contingent upon various

situational factors but, in practice, providing real advice based on this
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understanding is difficult (Nasrallah and Qawashem 2009) because each case has

its own challenges and needs to be seen on one-to-one basis.

Therefore, additional theories pertaining to fit between strategy, structure and
environment in different situations, relationships and contingencies have been
introduced in an effort to fully explore the eluding notion of strategic fit (Papp,
2001). Bergeron (2000) argues the relevance of contingency models in strategy
development and illustrates how these models help organisations managing their
strategic fit. He further maintains the importance of contingent strategy
formulation in an organisational context and shows how it enables an organisation
to manage and incorporate the changing needs of the target market in the service
or product offering. He continues by stating that rigid strategy formulation is not
effective and retains that organisations should inject clarity and flexibility into

their strategic and implementation processes in order to avoid inertia.

Original studies on the concept of strategic fit (Cole, 2003) primarily identify two
schools of thought; namely, the ‘strategy follows structure’ or the ‘structure
follows strategy. The early work of Chandler (1962) showed that the structural
contingency theory of organisational adaptation identifies organisations to make
structural changes in areas of size, diversification and technology in order to
match internal resource capabilities with the external environment. This theory,
Lindow (2013) says, denotes that organisational strategic fit can be achieved

through adjusting its internal structural elements.

Van de Ven and Drazin (1984) state that organisational strategic fit can be
achieved via three particular approaches; namely, ‘selection’, ‘interactions’ and

‘systems’. The selection approach assumes that the organisation has structured
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itself in line with its external environment. The interactions approach in a similar
manner, regards fit as being the ongoing interaction between the organisation and
its external environment and that the organisation changes its structure in line
with environmental changes to maintain performance. The systems approach
widens the interactions approach and also includes changes in organisational

systems and processes in an effort to maintain performance.

However, Venkatraman (1989) argues that from a systems point of view approach
the strategic fit can best be measured using six separate perspectives as they
pertain to an organisation’s environmental uncertainty, strategic orientation and
structure to maintain levels of performance. In particular these perspectives are
‘fit as moderation’ (appropriate strategic orientation leads to better organisational
performance), ‘fit as mediation’ (intervention for corrective action as/when
required), ‘fit as matching’ (matching of resources and capabilities in line with
environmental challenges and opportunities), ‘fit as gestalts’ (organisational
actions based on identified past patterns of behaviour), ‘fit as profile deviation’
(consistencies and deviations in action based on the desired organisational profile
following up the mission statement), and ‘fit as co-variation’ (co-alignment of
internal variables to achieve consistency of actions). Later on, Bergeron et al
(2001) argued that the ‘strategic IT perspective’ would also need to be added to
these as the missing element to make the framework more complete, and Santala
and Parvinen (2007) supplemented the same framework with the ‘customer

perspective’.

From a resource-based point of view, as discussed earlier, Hamel (1994) made the

arguement that effective allocation of organisational resources leads to higher
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performance and hence strategic fit, and Garlichs (2011) is also in agreement and
adds that the relationship between the two create a dynamic interaction for

achieving strategic fit.

Finally, Lindow (2013) from a congruence approach view point joined the debate
in the field and argues that if an understanding of the organisation as a system
with its basic set of elements (input, strategy, output and transformation process)
is achieved there is no need to check the link with organisational performance
because the tighter the fit-the greater the congruence, and therefore, the higher the

performance.

2.7 Strategic Capabilities
Irrespectively of the arguements in the field associated with the notion of strategic

fit, it is commonly agreed among authors (Helfat, 2009) that strategic fit cannot be
achieved without relevant strategic capabilities. Hence, strategic capabilities are
key prerequisites to operationalizing the diverse requirements in the pursuit of

strategic fit (Auster, 2005).

Strategies that are not implementable are worthless (ketchen, 2006). It is,
therefore, clear that all things strategic must lead to organisational capabilities to
enable effective implementation. In fact, a structural dimension of strategy is
ensuring the development of relevant capabilities in order to operationalise the
strategy and enable the organisation to achieve its aims and objectives (Ireland,

2010).

According to Johnson et al (2008; 2010) strategic capability is the adequacy and
suitability of resources and competencies of an organisation for it to survive and
prosper and it is clear that the concept of strategic capability is closely linked with
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organisational resources and competencies (Burnie, 2003; Bircall, 2005). The
strength of capabilities is also depending upon the quality, type, and amount of

resources that an organisation has.

However, acquiring a capability is not as easy as it sounds. To become good at
something involves on-going training and practice (Capasso, 2005). It necessitates
appropriate resources and continuous refinement (Eikelenboom, 2005). Most of
all it requires a mindset of willingness and commitment. It is the same thing in a
corporate setting. Organisations need to nurture such a concept if they are to
match, cultivate and maintain relevant capabilities (Henry, 2008). They need to
adopt practices and processes that develop into such support systems that, in turn,
create a host of operational activities that interlock with each other in a
harmonised and synchronised manner. Then only the organisation can develop
successful competitive strategies that outperform others in the marketplace

(Thompson, 2010).

Stalk et al (1992) also acknowledged in Enders (2004) articulate four basic

principles of capabilities-based competition. They state that:

e The building blocks of corporate strategy are not products and markets but
business processes.

e Competitive success depends on transforming a company’s key processes
into strategic capabilities that consistently provide superior value to the
customer.

e Companies create these capabilities by making strategic investments in a
support infrastructure that links together and transcends traditional SBUs

and functions.
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e Because capabilities necessitate cross functions, the champion of a

capabilities-based strategy is the Chief Executive Officer (CEO).

In other words, capabilities are a fundamental ingredient of competitive strategies.
However, these capabilities are underpinned by the organisational processes that
make this happen. Prahalad and Hamel (1990; Hamel, 1996) regard these
processes as organisational core competencies. They view the diversified
corporation as a large tree. The trunk and the big branches, they say, are the core
products. The smaller branches are the business units, the leaves, flowers and fruit
are the end products. The root system that provides nourishment and stability is

the core competence.

They maintain that long-term organisational success derives from the
management’s ability to consolidate corporate-wide technologies and production
skills into competencies that enable SBUs to adapt and respond quickly to
environmental changes. Core competencies are the collective learning in the
organisation and the ability to communicate, harmonise, coordinate and integrate
diverse skills into multiple streams of activities across the corporation. Thus, the
core competencies lead to winning products and enable competitive advantages
over rivals. Consequently, competences are the glue that binds the business

together and provide the basis for long-term survival and success.

Mansour (1998) and Whiddett (2003)) hold the same opinion and state that at the
bottom of the hierarchy the building blocks of any type of competence are the
organisation’s resources. Not just physical resources such as tangible equipment
but also intangible such as know-how and contacts. In fact, the intangible

resources are much more important because they are difficult to be imitated by
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competitors. For example, locations, equipment and products are relatively easy to
imitate, it is much more difficult to imitate cultural aspects, brands and reputation

of an organisation.

On the other hand, it is not what assets one has but rather how one uses these
assets. The next level up is exactly that. Capabilities are organisational abilities in
using resources in the best possible way. In so doing, processes and practices that
enable the utilisation of such resources are adopted, for example, designing a
production line that is capable of producing more than one type of product by

using the same resources.

A competence, the third level on the hierarchy, requires more sophistication and
involves cross-business functions, integration of activities and effective
coordination within the SBU. Finally, core competences are of the highest level of
organisational sophistication because the coordination efforts required are even
greater than before. In this case, in addition to the skills necessary at the previous
levels, truly open and effective communications are essential as is finding ways to
manage organisational knowledge. Developing core competencies involves not

only the integration of cross SBU functions but also those of external partners.

Of course, concentrating on a narrow range of competences to the detriment of
other important organisational aspects is dangerous because a company needs to
be competent in as many areas as necessary as the external environment dictates,
if it is to maintain its strategic fit. Equally, the more the organisational core

competences the greater the advantages over competition (Sanchez, 2010).
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Botten (1999) concurs and adds that sstrategic capabilities are directly influenced
by internal competencies - and competencies, are the activities and processes
through which an organisation deploys its resources effectively. Stringham (2012)
states that retention and improvement of strategic capabilities heavily rely on the
management of the organisation and that strategic capabilities and strategic fit are

directly connected with each other.

Henry (2008) elucidates that organisational competencies are attributes that firms
require in order to be able to compete in the market place. There can be many
competencies within an organisation, Drejer (2002) reiterates, however, it is
important to identify the core competencies that will enable the firm to obtaining
competitive advantages. He continues by stating that he also in agreement with
Prahalad and Hamel (1990) and Hamel (1996) that a core organisational
competence is illustrated as the collective learning in an organisation and requires
coordination of diverse product skills and integration of multiple streams of

technologies.

According to De Wit et al (2010) core competencies can only be developed by
long term consistent investments in the improvement and enhancement of
resources and capabilities that may even span more than ten-fifteen years and in
order to do so firms need to be engaging with strategic architecture. The concept
of strategic architecture has been developed by Hamel and Prahalad (1994) and
Hamel (1996) and they articulate that strategic architecture is a high-level
blueprint for the deployment of functionalities, the acquisition of new
competencies or the migration of existing competencies, and the reconfiguring of

the interface with customers. Hence, the essence of strategic architecture is to
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provide direction and a framework for restructuring. Needless to say, a
prerequisite for the top management team in order to be effective in such a major
corporate exercise is to have a clear vision of what needs to be accomplished and
be characterised by strong leadership skills. This careful planning of a firm’s
activities to attain core competencies leads to sustainable competitive advantages,

Chaston (2012) adds.

The resource-based view of strategic capability, further illustrates that to achieve
strategic fit, an organisation will have to have sufficient resource capabilities.
According to Penrose (1959; 1995) and Birchall (2005), an organisation is an
administrative unit and a collection of productive resources. This notion is further
clarified by Hamel and Prahalad, 1994) where he explains that strategy is a
balance between the exploitation of existing resources and the development of

new ones and Armstrong (2008) is also in agreement.

Jenster (2001) reiterates the above in a different way and says that an
organisation can increase its strategic capability by clearly identifying the vision
and then developing strategies that match internal resource capabilities to
effectively address market opportunities and customer expectations. A number of
authors including Capasso (2005) believe that strategic capabilities are a
collective approach that has to be shared amongst the organisation in order to
maintain a long-term competitive edge — and in the process, knowledge

management and knowledge transfer plays a vital role in the organisation.

It is, therefore, clear by the arguements presented thus far that strategic
capabilities and strategic fit are directly related. This is further highlighted by

Armstrong (2008) where he argues that a lack of capabilities or lack in strategic fit

Improving Capabilities and Strategic Fit in Governmental Agencies 39
Abdulla Alshebli, 2016



Chapter 2: Strategic Fit

impacts the organisation adversely. According to the resource based view,
explained by Malhotra (2001) if a firm is to achieve strategic capability it should
be armed with the necessary resources and develop corresponding competencies.
Jeffs (2008) demonstrates that the main driver of strategic capability within an
organisation is the strategic intent, in line with Hamel and Prahalad (1994) where
this is achieved by having a clear and well communicated vision and mission
statement and a sound plan to achieve the stated short, mid and long-term

objectives.

The strategic fit notion, as a model for organisational strategy and long-term
sustainability, is being criticised by many even though it is regarded as the most
rational model for strategy development and implementation, as already illustrated
in previous sections. There have been many arguements brought forward
challenging the conventional strategic fit model (Birtchall, 2005). Betz (2011)
advocates that new possibilities for competitive advantages emerge for modern
day firms through technological advancements; according to him the degree of
retaining a competitive advantage depends on the ability to adopt new
technologies in a timely manner and firms that do not have the ability to do so

jeopardizing performance.

According to Hamel and Prahalad (1994), the strategic fit model only looks at
resource capabilities and market conditions when developing strategies and he
argues that these two factors alone are not enough to achieve sustainable
competitive advantages. They maintain that a firm should have a far-reaching
vision in place, and via strategic architecture, to ensure that they acquire resources

and capabilities in line with this vision to ensure long-term survival. Afuah (2009)
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concurs and argues that firms that only see internal resource capabilities and
market opportunities have a narrow vision and will be the least competitive in the
future as competition develops more innovative strategies and product or service

offering.

It is, therefore, obvious that a firm needs to have sustainable core competencies to
achieve sustainable competitive advantages in the long run. Sustainability of a
competency, Hill (2007), says depends on the durability and imitability of that
particular competency. Durability of a competency, he continues, is the rate at
which a firm’s underlying resources and capabilities (core competencies)
depreciate or become obsolete. Imitability of a competency is the rate at which a
firm’s underlying resources and capabilities (core competencies) can be

duplicated by competition.

According to Kotler (2009), a strategic capability of a firm can be stated as the
effectiveness of using organisational resources and competences in delivering
high value to customers, since customers are value maximizers and they only
purchase products and services that perceive to have some inherent value. These
values can either be threshold values (minimum features and quality) or they can
be critical success factors where such values are recognised by a group of
customers (Kotler, 2009). Therefore, it is important that a firm differentiates
between resources and competencies when attempting to identify and develop
strategic capabilities. Resources are basically the asset base of an organisation that
could be in tangible form and competencies represent what the organisation is
capable of doing which are definitely intangible in nature (Eva, 2010). Shield

(2008) states that threshold resources are the bare minimum resources that an
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organisation must possess in order to deliver the minimum expectation of its

target groups (i.e., customers and end users) using threshold competencies.

On the other hand, organisational knowledge is of paramount importance when it
comes to determining organisational strategic capabilities (Helfat, 2009). In
highly uncertain and continuously transforming competitive landscapes where the
only constant characteristic is change it is not land, labour or capital that provide
lasting competitive advantages but rather it is knowledge (Sanchez, 2010). As
Davila (2010) says, in today’s highly competitive environments the key to faster,
better and cheaper products, services and processes is to bring the full force of a
company’s knowledge to bear in order to ensure superiority over competition. To
that end, knowledge is the most critical resource of an organisation that needs to
be updated and expanded on a continuous basis, if the company is to achieve and
maintain its strategic fit in its industry (Hauschild et al, 2001; Garlichs, 2011,

Pauleen, 2011).

Organisational knowledge is basically the acquisition of Information and skills
through experience, or education, where the theoretical or practical understanding
of a subject can be obtained (Pablos, 2009). Kodama (2011) agrees and further
states that organisational knowledge stems from employee skills, abilities and
overall knowledge that the organisation possesses. Most importantly, he
maintains, organisational knowledge has become a key factor that contributes

towards the establishment of strategic capabilities (Kodama, 2011).

Hislop (2013) concurs and adds that even though there has been much research on
the topics of organisational resources and associated competencies and

capabilities, the power of knowledge as an underpinning resource for maintaining
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capabilities has not been researched as a critical organisational aspect up until
recently. He further argues that nowadays that competition can copy anything that
is visible, and even make the copy better than the original, knowledge and
knowledge management become critical intangible resources that enable the
maintenance of organisational capabilities since knowledge is an intangible

resource and thus hard to imitate.

Nevertheless, as has already been demonstrated, central to the process of strategy
development is building organisational capabilities in line with the prevailing
conditions of the organisation’s external environment in order to achieve and
maintain a good strategic fit. This is even more important in complex business
environments that are interlinked and globalized and customers are sophisticated
and demanding. In mature and saturated markets that are proliferated with
comparable quality products and services and are characterized by cut-throat
competition and very little loyalty between sellers and buyers, this aspect

becomes critical for the survival of the firm (Panagiotou, 2013).

To that end, the notion of Key Success Factors (KSFs), also known as Critical
Success Factors (CSFs), is critical to the achievement of an organisation’s
strategic fit. Key success factors according to Howell (2009) can briefly be
described as critical elements that provide the basis to compete in the market
place. Aaker (2010) says that the concept of critical success factors can be broadly
divided into two areas where one is strategic necessities and the other is strategic
strengths. Strategic necessities are basic requirements to compete in the market
place where they do not provide any competitive advantage as competitors also

possess those. However, these are mandatory to have since any loss of these will
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provide the competitor the upper hand over the organisation that will suffer a
market disadvantage. Strategic strengths on the other hand are the elements that a
firm excels in and this involves internal assets and competencies that are different
and superior to those of the competitors. These according to McLoughlin and

David (2010) provide the bases for competitive advantage(s).

Others explain these factors in numerous ways. For example, Brotherton and
Shaw (1996) define critical success factors as the essential things that must be
achieved by the company or areas that will produce the greatest competitive
leverage, and Fryer et al (2007) are also in agreement. Digman (1990), Guynes
and Vanecek (1996) and Butler and Fitzgerald (1999) define them as the areas and
functions where things must go right to ensure successful competitive
performance for an organisation. Eid et al (2002) and Chin et al (2008) also hold

the same opinion.

Lin et al (2004) assert that critical success factors, also known as key success
factors, are widely adopted and used in a variety of fields in order to determine the
most critical factors influencing enterprise success, but do not explain what they
are. Thomson et al (2011) state that key success factors are the competitive factors
that mostly affect industry members’ ability to prosper in the marketplace, but
again, no additional guidelines as to what these factors are and how they can be

identified and achieved are provided.

In addition, none of the above descriptions and definitions shed light into what are
key or critical success factors and how they are linked with organisational
capabilities or the notion of strategic fit. Nevertheless, Panagiotou (2013) comes

to the rescue and clarifies the situation. He argues that the notions of Critical
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Success Factors (CSFs) or Key Success Factors (KSFs) are used wrongly in the
field and proposes to divide the combined terms of KSFs and CSFs into two
distinct concepts and refocus them onto the two main organisational environments
in a way that KSFs will be concerned with the external environment and CSFs
with the internal environment of the organisation. In this way, he maintains that
KSFs can be defined as the key external competitive factors that an organisation
must satisfy in order to be successful. They can be identified through the
prevailing conditions of supply and demand, the wider technological, political and
socio-cultural aspects, as well as through environmental and ecological
considerations and the legal and regulatory framework of the focal competitive
landscape. They are equally applicable to all companies operating in the same
industry and specific segments since all companies in that market must satisfy the
same competitive factors. He continues by saying that, in turn, the company must
possess a relevant set of CSFs that can effectively be matched against identified
KSFs in order to achieve a good strategic fit between the organisation and its
external environment. Hence, CSFs are defined as the critical factors internally to
the organisation that are imperative for operational success. In this way, he
sustains, a meaningful connection is established between the two terms

(Panagiotou, 2013).

2.8 Strategic orientation
Strategic orientation is much discussed area in today’s organisational context. As

indicated in (Bettis, 2009) strategic orientation is direction(s) implemented by a
firm to create the proper behaviours for the continuous superior performance of
the business (Narver and Slater, 1990). Most of the studies on strategic orientation

are conducted either with a holistic approach or with a subdivision approach. The
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relationship between strategic fit and strategic orientation is closely linked with
each other. With correct strategic orientation organisations can increase their
performance dramatically. There are many third party variables that have a direct
influence on strategic orientation and lead an organisation to different
performance levels. LIU (2011) identified some such variables to be taken into
consideration when strategic orientation of a firm is evaluated. These variables are
identified to be the scale of organisational operations, the industry the
organisation operates in, competitor industry behaviour, and internationalization

of operations.

Morgan (2003) argues that every organisation must review its strategic orientation
on frequent basis in order to identify early enough any deviation from the desired
strategic fit and so initiate corrective action. Deviations from the desired strategic
fit are said to be ‘strategic drift’, as discussed earlier in section 2.2 and in

additional detail in section 2.11.

2.9 Strategic change
In a dynamic business environment strategic change is identified as a critical

element that needs to be taken into consideration, if an organisation is to succeed
in its efforts to achieve the desired strategic fit (Treen 2012). Change is an
inevitable part of everyday life and there is no difference to the business
environment which is becoming even more competitive and dynamically complex
by the day (Herselman, 2004). According to Pasmore (1994), strategic change is a
type of change where organisational plans and actions are expected to change to
one extent or another. He maintains that strategic change is different from the day-
to-day change, where organisational operations only are impacted; strategic

change is at a higher level and impacts policy formulation and strategy
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development. The latter is also supported by Jacobs (1997) where he reiterates
that strategic change is impacting the top tier of an organisation and requires such
change initiatives in order to compensate for environmental changes and

fluctuations (Jennings, 2012).

Such environmental changes and fluctuations are identified bySener (2012) as
environmental dynamism, environmental complexity and environmental

munificence.

He further argues that top management perception on these environmental

changes and uncertainty has a direct influence on strategy orientation.

As anything else in life, some organisations have a proactive approach towards
change whereas others are reactive. When organisations are reactive towards
change it creates deviations from the targeted strategic fit and creates strategic
drift (Dziri, 2011). According to Cohen (2006), there are three key factors that
determine the success or failure of a change process in an organisation;
organisational readiness, technology and external environmental conditions. Miles
et al (2003) add that organisational capability in effectively handling strategic
change depends on three key elements or problems; entrepreneurial problem,
engineering problem and administrative problem. They maintain that any
organisation can broadly be categorized into four different groups, based on the
strategies that they employ in solving a change problem. These groups are
defenders, prospectors, analysers and reactors. In turn, these four types are closely
linked with the organisational internal environment and its culture and leadership

traits and all influence the organisation’s approach to change in a unique way.
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Harigopal (2006) adds that there are four types of organisational change, namely;
planned change, incremental change, emergent change and transformational
change. Mintzberg (2009) continues and states that change makes certain
organisational strategies obsolete when it comes to implementation and names
these ‘unrealised strategies’ (Mintzberg, 1994; 2003). The latter is endorsed by
many scholars (Ulph, 2011; Coghlan, 2006; Thompson, 2010) where they agree
that strategic implementation can face numerous challenges and strategic change

is highlighted as the most impacting one.

The arguements above introduce yet another important element in the pursuit of
organisational strategic fit - the notion of strategic gap; and, if strategic change is

not dealt with effectively, the effect will strategic drift.

2.10 Strategic gaps
According to Dransfield (2001), a strategic gap is the miss-match, or the

difference, that exists between internal organisational capabilities and the most
significant external environmental factors; a strategic gap is measured by
comparing organisational capabilities against the prevailing conditions in the
external environment. In other words, a strategic gap reflects the imbalance
between the current strategic position of an organisation and its desired position

(Piercy, 2012).

Coveney (2003) agrees and reiterates that a strategic gap can exist in any
organisation at any given point in time and Kaplan and Norton (2004) explain that
such strategic gaps should be consistently monitored and evaluated in order to be
identified early enough and respond to accordingly. The difference between the

desired outcome and the actual outcome is highlighted as the strategic gap
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analysis (Auster, 2005.). Gammeltoft (2012) from a more macro perspective adds
that strategic gaps can also exist at country level and it is important to identify
such strategic gaps in an economy very quickly in order to enable nationally-wide

economic growth.

Nevertheless, the key question here is, how should an organisation approach the
task of reducing the identified strategic gap (s). A strategic gap can emerge due to
a number of factors that are both internal and/or external to the organisation.
According to Mazzola (2010) strategic gaps can result from a number of reasons.
For example, lack of clarity in direction, non-existent or irrelevant capabilities and
lack of coordination between the selected strategic direction(s) in comparison to

the pre-determined objectives through the process of strategy development.

Any organisation when evaluating an identified strategic gap should look into four
main areas to determine and define the internal capability of the organisation,
Dransfield (2001) says. In particular, these areas are management, technology,
policies and resources. This is further argued by Alkhafaji (2003) where he
observes that this misalignment exists between organisational strategy and
implementation and it is mainly due to lack of core internal skills and

competencies and coordination of the corresponding implementation.

Coveney (2003) also agrees and adds that there are three types of strategic gaps
that can be displayed in an organisation; management-induced gaps, knowledge-
induced gaps and/or resource-induced gaps. He continues by clarifying that
management can cause gaps between strategy and implementation through both
action and inaction and there are four main ways that management-induced gaps

can emerge. These are failure to secure support for the plan, failure to
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communicate the strategy, failure to adhere to the plan and failure to adapt to
significant changes. O'Dell (2011) concurs and adds that knowledge-based
induced gaps create incapabilities that are due to knowledge gaps, and therefore,
the organisation does not know how to approach a given situation. Wang (2012)
agrees and further says that an organisation that lacks in knowledge that is critical
in shaping strategies in line with environmental conditions, or over competition, it
soon leads to a strategic drift — especially, in the fast moving environments of the
modern-day competitive landscapes. Teng (2007), from a resource-based view,
makes the arguement that organisations that do not adequately invest in resources
experience gaps in capabilities and are putting themselves at a competitive
disadvantage. Finally, Pearce and Robinson (2012) make a point that there can be
situations where organisations are incapable of taking timely corrective action due

to inadequate internal resources or inertia.

2.11 Strategic drift
All the above arguements highlight the need for organisations to be well

resourced and have such systems, processes and culture in place that enable the
development of capabilities and competences in order to attain and sustain the
desired strategic fit in the context of the organisation’s mission statement and
objectives and the prevailing conditions in the external environment. However, in

reality this may not be achievable due to the many arguements presented thus far.

According to Goldman (2006) strategic drift refers to a situation where leadership
and management fail to identify subtle changes in the business environment in a
timely manner and react late thereby intensifying the problem. Simons (2011), in
accordance with the latter, argues that a strategic drift is caused by the inability to

either identify and/or respond to challenges in a timely manner and it directly
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impacts performance and it is recognised as a key cause for organisational failure.
This is the very reason why (De Wit et al, 2010) strategic drift must be monitored
closely and studied well, since strategic drift and strategic change are closely
linked to each other. In fact, the same authors maintain that strategic drift is

primarily caused by a badly managed strategic change in an organisation.

Jackson (2000) from an incrementalism viewpoint (Quinn, 1978) adds that
strategy developers have an inherent dislike in providing for, and/or anticipating
drastic changes and they thus prefer incremental strategies. However, this is a
risky proposition in fast-moving and ever-changing business environments
because organisations may become complacent in such an incremental approach.
He maintains that lesser flexibility, inelastic capabilities and competencies,
familiarity with existing circumstances and relationships as well as lack of

hindsight are some of the critical issues experienced in lagging organisations.

Johnson et al (2008) explain that incremental change takes place when strategies
are developed little by little but such an approach is contingent upon the rate of
change in the external environment. They maintain that an incremental approach
to strategy development is more suitable in relatively stable business
environments and less appropriate in fast and dynamic competitive landscapes -

and Helfat (2009) is also in agreement.

Brian (2001) and Li (2009) argue that lack of strategic flexibility is identified as a
main reason for strategic drift in organisations and in such cases there will almost
be problems pertaining to strategic fit. Sushill (2012) concurs and adds that lack

in strategic flexibility will lead to strategic drift since strategic flexibility is the
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ability to leverage resources to developing competencies and capabilities in the

pursuit of strategic fit.

2.12 Path dependency and strategic fit
According to Koch (2005), path dependency is the pattern of making decisions

based on historical events, and such choices have a lasting restraining impact on
future decisions. In other words (Carmohn, 2010) managers become accustomed
to a certain pattern of decision making where they tend to perceive environmental
changes and new developments in a similar manner each time. Path dependency is
not seen as a positive pattern of thinking (Fuchs, 2006), and according to this
theory, such managers usually take the same path in the process of decision-
making (Chase, 2006). This leads them to finding the same type of customers with
similar demands, as before, that the firm can fulfill and it thus depends on the
same capabilities that made them successful historically (Eikenlenboom, 2005).
Clearly, here the issue is that such organisations find it difficult to change and
cannot easily survive in fast-moving and dynamic environments (Burnes, 2009).
This has been discussed by a number of authors in the field (Goldman, 2006; De

Wit et al, 2010; Goldman, 2011) and it is one of the main causes of strategic drift.

2.13 Organisational culture and strategic fit
Organisational culture is one of the most important elements in strategic fit, or

strategic drift, (Longo, 2008) as discussed in earlier sections of this chapter. This
is purely due to the impact and the influence that organisational culture has on
organisational performance (Scein, 2010). Organisational culture can be defined
as the basic assumptions and beliefs that are shared by members of an
organisation that operate unconsciously and define in a basic taken-for-granted

fashion an organisation’s view of itself and its environment (Johnson et al, 2008).
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According to Schein (2010), the culture of an organisation is a pattern of shared
basic assumptions that the group learned as it solved its problems of external
adaptation and internal integration, that has worked well enough to be considered
valid and, therefore, to be taught to new members as a correct way to perceive,

think and feel in relation to those problems.

Hence in the context of this literature review it is felt that it is also important to
highlight the relationship of organisational culture with the concepts of strategic
fit or strategic drift because, as discussed earlier, culture underpins all
organisational actions (Parikh, 2010). According to Botten (1999), the
management of any organisation should be looking at developing a culture that
supports organisational change. This is also; endorsed by Peper (2005) where he
maintains that a flexible work force will ensure emergent strategies are
implemented effectively within an organisation. Hence organisational
responsiveness to environmental changes should be timely and appropriate
(Robbins, 2009) thereby reducing the risk of a possible strategic drift (Herselman,

2004).

2.14 Leadership and strategic fit
With the same principle in mind, as in the previous section, and without going off

course it also felt that a brief discussion on the role of leadership is relevant in the
context of this literature review since managers, at large, create organisational
cultures and develop strategies (Mumford, 2012.). Good leaders Finkelstein
(2009) states that consider all relevant business aspects and support staff to
carrying out their job role and responsibilities — all in an effort to avoiding

strategic gaps (Northouse, 2010) maintaining competitiveness (Schein, 2010) and
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avoiding strategic drift (Wood, 2006) thereby ensuring the strategic fit of the firm

in the light of environmental conditions (Nelson, 2012).

Therefore, a number of authors in the field have drawn attention to the role of
leadership in maintain organisational performance (Northouse, 2010; Speculand,

2009; Weisner, 2001).

Carmelli (2010) argues the role of organisational leadership in managing strategic
fit and highlights the importance of innovation in enhancing economic, relational

and product performance outcomes in dynamic competitive landscapes.

Adair (2010) also agrees and adds that leaders must be creative in order to
transform external threats and barriers into opportunities and further states that
creativity and innovation directly influence the retention of organisational

competitiveness.

2.15 Strategic failure
Finally, strategic failure is where the strategy process of an organisation becomes

unsuccessful (Dziri, 2011). This is commonly referred to as the strategic wear-out
(Sommer, 2012; Treen, 2013), as discussed at the beginning of this chapter in
section 2.2. Drummond (2012) explains that strategic wear-out is manifested
when organisations no longer meet customer needs and are being surpassed by

competitors.

Early detection of strategic wear-out is all important in order to avoid strategic
drift (Kaufman, 2003). Poor implementation of strategies, time ineffectiveness of
strategy implementation and obsolete strategies being implemented are some of

the most critical indicators of strategic wear-out (Armstrong, 2011). Lowe (2005)
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says that there can be many factors that can be identified in highlighting a
strategic wear-out in an organisation. For example, poor leadership ineffective
management traits, inflexible organisational culture, and unsuccessful change

management initiatives are some such reasons (Jones, 2013).

On the other hand, uncertainty in the external environment is also identified as a
key factor of a possible strategic wear-out (Wilson, 2012), if organisations do not
take timely corrective action and find themselves having the wrong positioning
after the business environment has crystalized (Silzer, 2009). Hence, proactive
decision-making and acceptance of risk in the process of decision-making are
critical factors for success in organisational endeavors to maintain strategic fit.

(Thompson, 2010).

2.16 Summary
This chapter has reviewed the literature of strategic fit and has highlighted the

numerous, and genuinely diverse perspectives in the field, about the wider
concept. It is, clearly, evident from the narratives that the topic is of critical
importance for the survival of organisations and it incorporates numerous areas
ranging from resources-to cultural and communications-to staffing-to systems and
processes. It is, therefore, difficult to pin it down since in, effect, everything that
organisations do can potentially impact, positively or negatively, the strategic

fitness of the firm.

The strategic fit notion is the degree to which organisations use their resources
effectively to develop capabilities and competencies in line with the challenges

and opportunities of the changing, and prevailing, conditions of their external
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environment in order to achieve and/or maintain levels of competitiveness and

gain a competitive advantage over comparable rivals.

Of course, the latter as argued by the literature in the field, is much easier said
than done and organisations need to be characterized by perseverance and
competitive stamina if they are to achieve such a challenging task. It is also
evident from the literature that the processes employed by each school of thought
in the area attempt to attract their audience as the most suitable way of achieving
organisational strategic fit. However, in reality, each school of thought has its own
strengths and weaknesses. Therefore, from a practitioner viewpoint, it is important
to adopt a hybrid method of performing the diverse processes in order to minimise
individual weaknesses by using the combined strengths of the different schools of

thoughts in the field in the pursuit of organisational strategic fit.
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Change Management

3.1 Introduction
In the previous chapter, the concept of strategic fit was discussed in length and

detail. In doing so, it was argued that change management is an integral
component of it because if organisations are to remain strategically fit in their
external environment they need to have the ability to respond to the changing

conditions in a timely and effective manner.

Consequently, in this chapter a relative concise discussion of change management
takes place, since it is not the focal point of this research but rather
complementary to this investigation, in order to complete the literature review and
provide a consistent examination of the central topic of this thesis — given that
strategic fit and change management are interconnected and effective change

management processes support organisational actions to remain strategically fit.

Organisational change is an inevitable part of business activity and it must be
managed effectively (Berkhout, 2012). In fact, it is said that change is constant
(Reissner, 2008) and a normal characteristic of life (Carnall, 2007). Hence, from
an organisational point of view, given the complexity and fast pace of business
environments (Graetz, 2012) change management is an ongoing process requiring
anticipation (Berkhout, 2012), flexibility (De Marchi, 2012), vision (Boulos et al,
2011; Mohrman and Lawler, 2012; De Marchi, 2012), sense of direction (Blank,
2013), capabilities (Li et al, 2011; So-Yol Lee, 2012;) and commitment (Shaker

and Wright, 2011).
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3.2 Organisational change
Though there appears from the literature that there is no universally accepted
definition of change, a number of authors have attempted to describe it in many
different ways. According to (Cummings and Worley, 2008) change is a set of
unplanned activities that have the potential to impact normal organisational
processes and performance. Donnelly (1987) says that change management is the
attempt by the management to improve the overall performance of individuals,
groups and the organisation as a whole by altering the organisation’s structure,
behaviour and technology. Along the same lines, Stoner et al (2002), and in
agreement with Hug et al (2006) reiterate that change is the process of discovering
and adopting new attitudes, values and behaviour with the help of trained change
agents, who lead individuals, groups or the entire organisation through the
process. Nadler and Tushman (1989) articulate that organisational change can
involve one or more components of organisational systems or realignment of
systems affecting all key sub systems such as strategies, work, people and formal
and informal processes and structures - and Ramanathan (2009) is also in
agreement. However, Ramanathan (2009) further clarifies that when change
impacts a large part of an organisation it is called strategic change, but when
change has a limited impact and/or affects a smaller, or a specific part of an
organisation, it should be treated as incremental change (Quinn, 1978; Jackson,

2000; Swaim, 2011) in order to regain consistency and control of operations.

According to Paton and McCalman, (2008) and Mcarthy and Eastman (2010)
change management involves requesting, determining, attaining, planning,
implementing and evaluating changes, and using modern management techniques

to deal with the changing situations productively. In doing so, it reduces the risk
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of possible negative impacts and improves organisational performance. However,
given that organisational change is directly linked with the organisation’s people,
Morrow (2011) adds that the philosophy of change relates to the organisation’s
culture because change cannot successfully take place without changing the

overall mentality of the organisation.

Harigopal (2006) and in agreement with Burke (2009) identified a number of
different types of change that can emerge in an organisation. Interestingly enough,
these different types of change are consistent with the notion of the punctuated
equilibrium as argued in the previous chapter and discussed by a number of
authors over the years (Quinn, 1978; Romanelli and Tushman, 1994; D’aveni,
2010; Williams, 2011; Sommer, 2012; Jennings, 2012; Treen, 2012; Jones, 2013)
in order to achieve and maintain the organisation’s strategic fit in its external

environment.

Specifically the types of change identified by Harigopal (2006) are planned
change, stepped change, emergent change, incremental change and

transformational change.

Planned change refers to an ideal situation in an organisation where the expected
changes are already being planned and integrated in the corporate plan. This is
similar to the stepped approach where a set of depended and pre-planned changes
are implemented in a sequence. Specifically for the stepped approach, Liu (2011)
says that during relative stable periods, change requirements could be identified in
advance in order to preempt anticipated changes in the environment in the future
and thus initiate changes in a stepped manner beforehand. However, she continues

that the stepped approach is not necessarily possible in any organisation if
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organisational structure and systems employed do not support a straight forward
stepped change initiative. In addition, it is strategically difficult to identify in
advance stepped changes when strategic planning has moved from trend analysis
(current environmental issues) towards scenario planning (Wade, 2012) because
scenario planning aims at predicting future aspects that not necessarily will be

become real (Chermack, 2011).

According to Golembiewski (1992), the planned change approach is a preliminary
requirement for any organisation assuming flexibility and the ability to
incorporate unplanned items in the process too. Planning should be based on a
series of assumptions that are taken based on the expected behaviour of the
current environment and past experience. However, Miner (2005) and Sadler
(2003) state that the main concerns in a planned change are that the process is pre-
planned, rational and systematic, but, this may not be possible in complex, fast
paced and dynamic environments since it is quite difficult to make realistic

assumptions in such cases.

Going back to Harigopal (2006) and Burke (2009) emergent change refers to the
changes that may be encountered in the process of unanticipated change
circumstances that impact planned strategies. Hence, organisations need to
address these requirements, as and when, they become apparent. The notion of the
emergent approach to change evolved over the years because of the criticisms
discussed earlier of the planned approach (Henry, 2008). Consequently, the
emergent approach towards change (Mintzberg, 2003) is more recent and is seen
in the field as more realistic over the incremental approach (Quinn, 1978;

Thompson, 2010). Central to the notion of emergent change is that change is
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anticipated as an unpredictable and fairly constant variable in the process of

strategy development (Johnson and Whittington, 2008).

Hence, organisations should be incorporating contingency plans in corporate
plans to ensuring flexibility, thereby maintaining the ability of responding to
emerging issues in a timely and effective manner (Piercy, 2012). In addition,
Reiss (2012) adds that because emergent change requires flexibility and timely
responses, it is directly supported by bottom up approaches where all relevant
employees should be involved in the process of decision making in order to
identify the most appropriate action(s) to the emerging issue(s). Hence, open
communications and collaboration among management and employees are
identified as key success factors amongst other aspects when dealing with

emergent changes.

Continuing with Harigopal (2006) and Burke (2009), the next stage is incremental
change. They state that this particular phase is identified as more logical in its
approach (Quinn, 1978; 2003) to change management. Centrally to the notion of
incremental change management is that organisational changes should be
incorporated in a stepped, or incremental manner, and that organisations should
not be taking unnecessary risks associated with dramatic change initiatives and
Swaim (2011) is also in agreement. However, a key criticism of this approach is
that there is no provision for drastic organisational changes if need to (Thompson,

2010).

Finally as argued by Harigopal (2006) and agreed by Burke (2009)
transformational change is the approach towards change most appropriate when

radical changes are required (Johnson et al, 2008; Dziri, 2011). Johnson et al
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(2008) further argue, and Treen (2012) and Drummond (2012) also agree, is that
when drastic change is required organisations act outside their existing paradigms
of managing activities, and potentially this can be problematic - especially if the
organisation suffers from inertia. Ashburner et al (1996) draw attention to the
need of obtaining a complete view of transformational change required in relation
to current, or anticipated issues, before opting for it — simply because of the
magnitude of such an exercise and the challenges associated with it. In doing so,
he identifies five basic areas that can be used as key factors for success when
determining the feasibility for transformational change. These areas are
identification of multiple and interrelated changes needed across the system as a
whole, requirements for new organisational forms at a collective level, an
assessment of roles of employees at an individual level, the reconfiguration of
power relations and the creation of a new culture, ideology and organisational

meaning.

In addition, Ashburner et al (1996) state that transformational change goes beyond
strategic change as it tries to change an organisation from its core and highlight
four specific aspects that need to be taken into consideration in the process. The
first aspect is ’perception about the value of employees’; that is, organisational
outlook of treating employees as special assets directly affects key elements of the
working environment. For example, inter-departmental and inter-personal
communications, synchronization of work flow, production and marketing

processes and individuals’ prospects of future development (Davila et al, 2012).

The second is ‘attitude towards knowledge creation’; that is, organisations should

be developing an attitude of constantly upgrading the knowledge base of
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employees, which is directly related to cultural aspects such as democratic
management styles, training and development and open communications in order
to aid knowledge creation and transfer (Pauleen, 2011) thereby enabling
development of relevant organisational capabilities and competencies (Birchall,

2005).

The next is ‘attitude towards refining the process of application’; that is,
organisations should be continuing upgrading their technological-based systems
and processes in order to maintain levels of competitiveness in line with

technological advancements and competitor activity (Enders, 2004).

The final aspect is ‘perception of motivation’; that is, organisations should realise
the significance of employee motivation in the process of developing capabilities
and managing change and should never adopt partisan behaviours but rather
should have in place fair and consistent reward systems in order to support

effective interrelationships and foster goodwill (Amason, 2010).

Most of the factors that create change are triggered from the external environment
(Boulter, 2012), simply because, as argued numerous times previously,
organisations need to be responding to such external environmental conditions in
line with the new circumstances such as economic, demographic or technological
(Paton and McCalman, (2008) and according to competitive activity (Hamel,

1996) if they are to maintain performance and competitiveness (Reiss, 2012).

However, not necessarily all change is driven by the external environment but it
can also derive from internal environmental factors too (Ostroff, 2012) mainly due

to search for efficiency (Gerritsen, 1992; Mohrman and Lawler, 2012; Priem et al,

Improving Capabilities and Strategic Fit in Governmental Agencies 64
Abdulla Alshebli, 2016



Chapter 3: Change Management

2012) and a drive to increase productivity (Miner, 2005) and performance

(Armstrong, 2008).

Nevertheless, irrespectively of where, or when, change is triggered Goldratt
(1994) and Fox (2007) state that there are some common questions that need to be
asked when evaluating a change situation for example, what to change? What to

change to? How to change? How to avoid failure in the change process?

In addition, Bridges (2003) distinguishes between transition and change. Change,
he states, is generally interpreted as the way in which things will be different in
the future whilst transition involves how the change takes place in the
organisation. He maintains that change is a collection of different events whereas
transition is a continuous process and that change is the ultimate outcome that is
planned to be achieved and transition is concerned with how to get there — and

Marca (2010) is also in agreement.

It is also important to have a good idea about the type (Graetz, 2012) and scale of
change (Holbeche, 2012). During the 1990s, change was a frequent phenomenon
in organisations (Eikelenboom, 2005) but research conducted recently suggests
that organisational change has accelerated even more to the point that
organisations engage with such initiatives every year (Briody, 2012). The main
focus of change is to reduce costs (Worrall and Campbell, 2000; Davila, 2012),
initiate culture change (Burnes, 2009), streamline operations (Jones, 2013),

improve systems and processes (Aaker, 2001) and outsourcing (Chandler, 1962).

Ridgeway and Wallace (1996) state that change internally is triggered by both

hard (structure, systems, process, strategies) and soft (management styles, staff,
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skills) factors. Ireland (2010) reiterates and adds that hard elements of change are
changes to organisational strategy, structure, systems, performance and
productivity. Thompson (2010) agrees and further clarifies that soft issues are
stressed on organisational culture, leadership styles, competencies, motivation and

overall staff attitude.

3.3 Resistance to organisational change
Thus far the notion of change has been discussed from an organisational

perspective and arguements made as to what change is and why it is important to
be engaging with such change initiatives. However, given that it is people who
work in organisations and it is people who energize and drive organisations, it is
people who also carry out such changes (Fuchs, 2006). From an employee point
of view, therefore, there appears that organisations frequently experience
resistance to change due to a number of reasons (Davila, 2012). Employees are
uneasy about the risk and uncertainty associated with change (Longo, 2008) and
they fear changes in structure, routines and job roles among other aspects (Henry,
2008) and the potentiality of job losses as a result of such change (Ireland and

Hitt, 2010).

The topic of resistance to change, in an organisational context, has been a subject
of research for many decades because of its importance to organisations to
maintaining their strategic fit with their external environment (Boulter, 2012;
Treen, 2012). From the old days Kubler-Ross (1969), and in agreement with
Vakola et al (2004), identified that there are five main emotional responses to
change that an individual goes through; denial, resistance, acceptance, exploration

and commitment.

Improving Capabilities and Strategic Fit in Governmental Agencies 66
Abdulla Alshebli, 2016



Chapter 3: Change Management

Arnold (2007) states that often individuals’ natural tendency is to avoid and
restrict change unless it is not impacting their lives on a major scale. According to
Erwin and Garman (2010), recent research provides considerable practical
guidance to organisational change agents and managers in understanding and
dealing with resistance to change. To that end, research in the field is
investigating diverse aspects of resistance to change ranging from cognitive
(Bailey, 2007), affective (Carnall, 2007), and behavioural (Berkhout, 2003)
dimensions of individual resistance and how it is influenced by individual
predispositions. For example, towards openness and resistance to change
(Reissner, 2008), individuals' considerations of threats and benefits of change
(Hrebiniak, 2005), communication (Miles and Snow, 2003), understanding (Jeffs,
2008), participation (Wilson and Gilligan, 2012), trust in management and
management styles (Warren (2012), and the nature of relationships with the
change agents (Miles and Snow, 2003). In other words, these are all the key
aspects discussed in the previous chapter, which are critical in the process of

maintaining organisational strategic fit (Garlichs, 2011).

According to Kotter (1996) the term ‘resistance’ is seen as the defense mechanism
of individuals who fear losing something or someone. From an organisational or
work perspective, these include income, loss of security, satisfaction, authority,
responsibility and working conditions. Thus, the greater the people are attached

with something, or someone, the greater the fear of losing them.

Torrington and Weightman (1994) identified four broad types of organisational
change, which have either a positive or a negative impact on individuals. These

are imposition initiated by someone else normally from ‘on high’ or externally to
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the organisation, adaptation and required changes in attitude or behaviour at the
request of others, growth responses to opportunities normally with favorable
consequences, and creativity, where individuals are put in control. In addition, the
same authors have articulated a number of possible employee reactions to these
changes. On the one hand are reactions with positive results such as enthusiasm to
the prospect of change and co-operation, support and acceptance. On the other
hand are the reactions with negative results such as passive resignation
(indifference or apathy or loss of interest and minimal contribution), passive
resistance (regressive and non-learning behaviour), active resistance (boycotts and
walkouts) and quite protesting (working to rule but with minimal output, slowing

down and making errors intentionally).

Most studies in the field (i.e., Burke, 2002; Anderson, 2010, Cameron, 2012),
view resistance to change as a natural element in organisational behaviour. It is
something that managers have to anticipate and have prior strategies to manage
proactively such issues rather than have a reactive approach (Golembiewski,
1992). Robbins (2009) agrees and reiterates that employees have anxieties about
change and worry about job security, stability and operational implications that

they will have to deal with as a result of the change process.

Hellriegel (2009) concurs and further articulates that resistance to change in an
organisational context could broadly be divided into two categories with one
being individual resistance and the other being organisational resistance. Factors
that decide the degree of individual resistance to change are perceptions,
personality, habits, and threats to power, economic reasons, and fear of the

unknown. Organisational factors are identified as organisational architecture and
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overall business model, culture, resource limitations, fixed investments and inter-
organisational agreements. This is further endorsed by (Pranit, 2006) and Lewis
(2011) where they state that the main two factors to be looked at in an
organisational context when dealing with change are the potential impact on

individuals and the organisation as a whole.

Along the same lines, Hirscheim and Newman (1988) acknowledge resistance to
change as an adverse element in organisational behaviour whilst Pugh (1993),
Carnall (1994) and Nadler (1998), highlighted that organisational change should
be considered as an inevitable element that should be looked at carefully and
managed prudently, with other authors also in agreement (Ford et al, 2008) - all
stating that resistance to change is primarily influenced by individuals’ fear of the

unknown.

According to Lussier (2011), employees have the natural tendency of denying
change even before resistance. He maintains that resistance is most of the times a
compelled reaction where employees deny and close the change risk at the initial
level even before resistance. However, he also clarified that individuals, over
time, appear to come to terms with such a change after going through the stages of
denial and resistance. After these two stages, a process of exploration takes place

and eventually commitment to the new ways.

Nutt (1982) adds that in many occasions employees fear change because they do
not have a complete picture of it and are thus limited of envisioning the outcomes
of change. Consequently are left with the emotion of fearing the unknown.
Chivers (2012) clarifies that one of the reasons to individual resistance to change

is that many employees are job centric workers where they care about their job
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and are not necessarily concerned about the strategic vision of the organisation.
Hence, they are mostly worried about the day-to-day comforts at work rather than

the long-term sustainability of the organisation.

As discussed earlier, there are occasions that employees try to discourage change
initiatives (Torrington and Weightman, 1994; Durant, 1999; Robbins 2009) by
adopting disruptive actions. This, Gummings (2008), says that eventually results
to organisations looking at two different options in an effort to counteract such
effects. The first is identifying the source of resistance and eliminating it (for
example, dismissing the protagonists of resistance). The second is developing
alternative strategies for minimizing and/or eliminating resistance by enabling
discussions with employees and adopting campaigns in order to inform

stakeholders about the reasons behind such change initiative.

In addition to Kubler-Ross’s (1969) emotional responses to change th