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Abstract - The dynamic nature of the environment in which a
firm operates, demands a very adaptive and flexible decision-
making process from the managerial point of view. There is a
need to understand the elements of strategic flexibility and the
process of efficient decision-making and implementation.
Hence this paper reviews the literature and systematically
analyses the results on the basis of different criteria. Various
aspects of strategic flexibility were interpreted and linked
through a conceptual framework. Scholarly database “Web of
Science” has been scanned resulting in the inclusion of various
qualitative, quantitative and empirical studies. The review
consists of paper from various domain, i.e. services, exports,
manufacturing, healthcare, etc., covering a period of 1975-
2019. This study will help in better understanding of the
evolution of the concept over time and will give a clear-cut step
in the decision-making process. Finally, this paper will open
several avenues for further studies providing a base for
empirical researches.
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1. INTRODUCTION

The current utopian corporate world has created an
inescapable need for a continuous stream of feedback and
therefore, a necessity to constantly upgrade the
requirements of the business according to its environment
and customers. The traditional strategic management has
always dredged up the environmental threats and
opportunities, their impact on the business and the necessary
organizational responses to counter-act those forces. But,
due to an wupsurge in business uncertainties, like
technological ~ breakthroughs, intense  competition,
shortening product life cycles and globalization, it becomes
very demanding for the managers to rely entirely on the
conventional strategic management approaches. This
created a need for other strategic options as well, and hence
the paradigm of strategic flexibility came into the arena,
which bridges the gaps of traditional strategic management
in a contemporary way.

In simple terms, strategic flexibility can be defined as the
ability to do something, other than the intended course of
action, if a situation arises. Aaker and Mascarenhas (1984),
state that strategic flexibility enables firms to manage under
turbulent and uncertain environmental conditions by
creating a flexible resource pool and various strategic
options. Although the existing reviews are vast and
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comprehensive, there is a meagre of the literature that
focuses on strategic flexibility itself (Brozovic, 2018). The
question of how the flexibility is implemented and the
problems are solved, is addressed by only a few of the
subject-specific papers. Therefore, this study intends to first
explore the literature on strategic flexibility based on their
pattern, themes, and summarize the results accordingly.
Next, it involves the development of a conceptual model
based on various themes, extending the framework
proposed by Combe, Rudd, Leeflang and Greenley (2012).

Consequently, the following research objectives have been
developed

1. Systematically review the literature related to strategic
flexibility.

2. Coherently scrutinize the literature related to the
process of performing strategic flexibility by
identifying its main characteristics and

3. Linking various aspects of strategic flexibility using a
conceptual framework.

Il. METHODOLOGY

For the purpose of this study, online database ‘Web of
Science’ has been used. The core collection of this database
has a vast and comprehensive multidisciplinary literature
also focusing on management-related topics. The keywords
“strategic  flexibility”, ‘strategic flexibility process’,
‘strategic flexibility decision-making’, etc. were searched.
This resulted in a total of 2498 articles published from 1989
to 2019. 59 articles were in a language other than English,
hence excluded. Some articles used flexibility and strategy
in a general sense. Some authors further included market
flexibility, supply chain flexibility and operational
flexibility in their article. Hence, after the first round, the
articles were reduced to 379 articles that used strategic
flexibility as a single concept. During the next phase, the
abstract of the articles was analysed. This resulted in the
elimination of those articles which do not deal directly with
strategic flexibility but have it in their keyword or the
articles that dealt with similar concepts like dynamic
capabilities, strategic agility. Some articles used different
words like managerial flexibility, strategy adaptivity but
proposed the same concept were included. The reference list
of the articles scanned which resulted in the addition of
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some classic papers of the field dating prior to 1989
(Ansoff, 1975; Eppink, 1978; Aaker & Mascarenhas, 1984).
This left us with a final list of 110 articles which were used

eArticles

for the in-depth analysis. The process is presented in Fig. 1
below.

e Classic

*Strategic *Market eStrategic
flexibility in English flexibility, flexibilityas papers
language operational a single included

flexibility concept

(excluded)

Fig. 1 Article Selection Processrs’ analysis

I11. DESCRIPTIVE ANALYSIS

A final list of 110 articles was identified and analysed
systematically based on their year of publications, the
industry domain, and various themes. The results of analysis
are presented in the following sections.

A. Year-wise classification

The study presents the articles first published in 1975 and
included articles until 2019. This is presented in Fig. 2
below. The upsurge in the publications has been increased
considerably over time.

A Lower number of publications in 2019 is due to the fact
that the articles only up to April 2019 were taken for the
study. The year 1978-1990 has some classic papers building
up the concept of strategic flexibility. Ansoff (1975) have
used the concept at a very early stage and indicated it with
the term ‘response to strategic surprise’ or ‘response
strategies’.

He has explained two types of flexibilities: internal and
external, and proposed a structure for various alternatives.
Aaker and Mascarenhas (1984) has further expanded this
structure and presented approaches to achieve and increase
flexibility. They have also provided ways to measure
flexibility through objective and subjective assessments. On
the other hand, Sanchez (1995) argued that flexibility in the
product market is depended on resource flexibility and
coordination flexibility.

While these articles described flexibility as a result of
environmental changes, Das and Elango (1995) have
proposed how flexibility can be used as a key to effective
performance. They have laid down various internal and
external factors to achieve the flexibility that will help
improve corporate performance. Some models and
frameworks are also formulated over time to understand the
capabilities and factors that will lead to strategic flexibility
(Combe & Greenley, 2004).

Most of the earlier studies presented strategic flexibility as a

reactive construct, responding to the situation and
environment demands. On the other hand, the proactive
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construct has been realised lately (Sushil, 2015), dealing
with the firms’ ability to mould, shape and transform its
environment (Brozovic, 2018). However, some -earlier
studies have also defined flexibility proactively as creating a
new market (TenDam, 1987) and changing game plans
(Harrigan, 1985), but they were less dominant.

A remarkable ascend in the literature can be seen since
2010, when models and frameworks were developed
conceptually to understand the whole process of developing
and implementing flexibility by managers through various
strategic options (Combe et al., 2012). More recently, the
studies are focused on how strategic flexibility can lead to
innovation through dynamic capabilities (Liao, Liu, Fu &
Ye, 2019; Bamel & Bamel, 2018; Li, Li, Wand & Ma,
2017).
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Fig. 2 Articles based on Year of Publication

B. Industry-wise classification

As mentioned earlier, strategic flexibility has its prevalence
in almost every industry sphere. This is reflected in the
results of industry-wise classification given in Table I.

Through the assessment of the resulting articles, we found
out that the studies encompassed a multiple array of
industry. Most of the researches were carried out in the
firms from various industry (Li et al., 2017; Zhang, 2005).
The studies were also carried out in IT (Evans, 1991; Dai et
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al., 2018), healthcare (Bearly & Chakrabarti, 1996),
aviation (Claussen, 2018), banking (Roy, 2016) and
manufacturing sectors (Ismail et al., 2015; Worren et al.,
2002). This analysis shows that strategic flexibility is used
across the industries, irrespective of their size, type, and
environment. It surely has emerged as a crucial requirement

to thrive in a complex business environment (Hamlin et al.,
2012). The analysis also included various review papers
encompassing different context of the area (Brozovic, 2018;
Kortmann, Gelhard, Zimmermann & Piller, 2014, Combe,
2012). The industry-wise results are presented through the
treemap in Fig. 3.

TABLE | ARTICLES BASED ON TYPES OF INDUSTRY

Types of

. Articles
industry
IT Evans, 1991; Young-Ybarra, 1999; Raynor and Leroux, 2004; Rajala, Westerlund & Moller, 2012; Li, Zhou,
Zhang, Chen & Tian, 2018; Dai, Goodale, Byun & Ding, 2018; Liao et al., 2019
Healthcare Goodstein, Boeker& Stephan, 1996; Bierly and Chakrabarti, 1996, Ginn and Lee, 2006
SMEs Grewal and Tansuhaj, 2001; Zahra,Hayton, Neubaum, Dibrell & Craig, 2008; Fernandez-Pérez, Montes &

Garcia-Morales, 2014; Guo and Cao, 2014; Bamel and Bamel, 2018

Manufacturing

Price, Beach, Muhlemann,Sharp & Paterson, 1998; Beach, Muhleman & Price, 2000; Worren, Moore &
Cardona, 2002; de Weerd-Nederhof, Visscher, Altena&Fisscher, 2008; Tamayo-Torres, Ruiz-Moreno & Verdu,
2010; Fan, Wu & Wu, 2013; Singh, Oberoi & Ahuja, 2013; Ismail, Razak & Lazim, 2015; Chen, Wang, Nevo,
Benitez & Kou, 2017; Schulze and Heidenreich, 2017

Services

Krupp and Davidson, 1996; Roca-Puig,Beltran-Martin, Escrig-Tena & BouLlusar, 2005; Nadkarni and
Herrmann, 2010; Gylling, Elliott & Toivonen, 2012; Arnold, Benford, Canada, & Sutton, 2015; Perez-
Valls,Cespedes-Lorente & Moreno-Garcia, 2016; Roy, 2016; Yawson and Greiman, 2017; Claussen,
Essling&Peukert, 2018; Choi, Ju,Kotabe, Trigeorgis & Zhang, 2018

Multiple

Zhang, 2005; Gomez-Gras and Verdu-Jover, 2005; Cabello-Medina, Carmona-Lavado & Valle-Cabrera, 2006;
Nadkarni and Narayanan, 2007; Verdi-Jover, Gdmez-Gras & Lloréns-Montes, 2008; Tan and Zeng, 2009;
Verdu and Goémez-Gras, 2009; Li, Su& Liu, 2010; Gutiérrez-Gutiérrez and Fernandez-Pérez, 2010; Fernandez-
Perez et al., 2014; Bock, Opsahl, George & Gann, 2012; Liu, Jiang, Zhang & Zhang, 2013; Kortmann, 2014;
Wei, Yi & Guo, 2014; Ouakouak and Ammar, 2015; Wang, Libaers & Jiao, 2015; Kamasak, Yozgat & Yavuz,
2017; Li etal., 2017; Gong, 2017, Yi, Gu& Wei, 2017; Xiu, Liang, Chen & Xu, 2017; Anwar and Hasnu, 2017;
Wang, Qi & Zhou, 2018

Export

Pauwels and Matthyessen, 2004; Lagoudis, Naim& Potter, 2010; Lin and Chen, 2009; Mason and Nair, 2013;
Ying, Deng & Liu, 2016; Shadi, 2016

University

Evans, Kirby &Fabrigar, 2003; Xu, Wells, LeFevre &Imbo, 2014

Hotel

Dwyer, Cvelbar, Edwards &Mihalic, 2014; de Soto-Camacho and Vargas-Sanchez, 2015

Types of Industry

B Combined

B Manufacturing

3 2

B Tourism

Source: Authors’ analysis
Fig. 3 Treemap of Articles Based on Types of Industry

IV. DEVELOPMENT OF THE CONCEPTUAL
MODEL

The next step in the literature review is to develop a
framework that will create a conceptual understanding of
the concept.
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Source: Authors’ analysis

The review extended the framework proposed by Combe et
al., (2012) and identified various elements. These elements
have been classified in Table II.

The process is categorized into four main elements.
1. Management cognition

N Senvices 2. ldentifying and evaluating the environment
an 3. Development of strategic options and outcomes
B Exports . . . . .

A The relationship between these elements is shown in Fig. 4.
Qi The figure presupposes that the identification of changes in
W University the environment and evaluating the potential changes based

on their size and impact requires management cognition
from decision-makers in the form of strategic schemas,
information processing, cognitive content, etc.

This leads to the development of various strategic options
through careful scrutiny of the competitive situation.

By choosing the best strategic option, flexible behaviour can
be incorporated through resource and coordination
flexibility and the favourable outcomes can be achieved.
The next section of this review will discuss each element
elaborately.

AJMS Vol.8 No.1 January-March 2019
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TABLE Il ARTICLES BASED ON THEME

Elements

Articles

Management Cognition

Cognitive content

Evans et al. 2003; Combe and Greenley, 2004; Fernandez-Perez, Garcia-
Morales & Pulles2016

Strategic schemas

Fisk and Taylor, 1991; Nadkarni and Narayanan, 2007

Information processing

Lord and Foti, 1986; Fisk and Taylor, 1991; Sharfman and Dean, 1997;
Zhang, 2005

Management learning

Bierly and Chakrabarti, 1996; Evans et al., 2003; Saini and Johnson, 2005

Knowledge

Fernandez-Pérez et al., 2014; Arnold et al., 2015

Environmental Factors

Identification and evaluation of factors

Eppink, 1978; Aaker and Mascarenhas, 1984; Grewal and Tansuhaj, 2001;
Shimizu and Hitt, 2004; Fan et al., 2013; Fernandez-Pérez and Gutiérrez,
2013; Kurt and Hulland, 2013

Development of Strategic Options

Competitive factors, competence building

Das and Elango, 1995; Zhang, 2005; Rudd, Greenley, Beatson & Lings,
2008; Tan and Zeng, 2009; Fernandez-Pérez et al., 2016; Combe, 2012,
Roh, Yang, Park & Hong, 2015

Flexible behaviour/ Strategic Flexibility

Grewal and Tansuhaj, 2001; Shimizu and Hitt, 2004

Outcomes

Competitive advantage

Fiegenbaum and Karnani, 1991; Hitt, Keats & DeMarie, 1998; Dreyer and
Grgnhaug, 2004; Rindova and Kotha, 2001; Reddy, 2006; Nandakumar,
Jharkharia & Nair, 2014

New product development

Das and Elango, 1995; Bierly and Chakrabarti, 1996; Kandemir and Acur,
2012; Wei et al., 2014

Innovation

Li etal., 2017, Zhou and Wu, 2010; Rajala et al., 2012; Arief, Thoyib,
Sudiro, & Rohman, 2013; Kamasak et al., 2017; Liao et al., 2019

Operational/ financial performance

Abbott and Banerji, 2003; Guo and Cao, 2014; Kortmann, Gelhard,
Zimmermann&Piller, 2014; Shadi, 2016

Expansion/ New market entry

Liu et al., 2013; de Soto-Camacho&Vargas-Sanchez, 2015; Ying et al.,
2016; Claussen et al., 2018; Choi et al., 2018;

A. Management Cognition

Strategic flexibility can be employed both at the firm level
and the decisionmaker level (Evans, 1991; Fiegenbaum &
Karnani, 1991). In order to incorporate strategic flexibility
at firm’s level, capabilities and cognition are required from
the part of the decision makers, which bring us to the fact
that generating strategic flexibility and taking decisions
regarding it, is different for different managers. The
probable reason as explained by Combe and Greenley
(2004) may be the contrasting beliefs in cognitive model
content that influence decision makers’ capabilities to create
different types and forms of strategic flexibility.
Management cognition is also presented in the form of
strategic schemas (Nadkarni & Narayanan 2007). It is
described as a knowledge map or structure which helps the
top managers in decision making. One important point that
is highlighted out is, in scanning and data processing,
several participants may be involved but the ultimate
decision-making, and the actions thereof are in the hands of
the top managers. Hence, strategic schemas are believed to
influence the identification of change as well as actions that
lead to strategic flexibility and subsequently flexible
behaviour. Some authors have argued that management
cognition is also represented by tacit knowledge,
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Source: Authors’ analysis

management learning and information processing (Saini &
Johnson, 2005; Sharfman & Dean, 1997)

B. Identifying Environmental Changes and Evaluating
Potential Changes

An organization may face changes and uncertainties in both
its internal and external environment. The extent of change
varies from firm to firm because they operate in a dynamic
environment. Moreover, the source of these changes may
also vary and may include competition, technological
upgradation, suppliers, etc. After the source of change is
identified, the next step is to evaluate each change on the
basis of their nature, size, impact, and likelihood to the
organization. This will help to reduce the environmental
changes to a manageable number and if not, it will at least
help to prioritize those changes (Aaker & Mascarenhas,
1984). The top manager’s decision regarding the above will
help the firm to focus on the potential changes and to be
prepared to cope up with the uncertainties.

C. Development of Strategic Options

Strategic options can be created through the development of
an alternative course of action. Once the potential changes
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are identified, it is important to develop strategic options for
each screened out change. It also includes identifying the
areas- finance, marketing, operation, etc- in which the
adaptation is likely to take place. Cost-benefit analysis can
also be used to evaluate the flexibility option and find out
the resource requirement (Aaker & Mascarenhas, 1984).

competence building as a strategic option. To meet the
demand for the uncertain future, the firms must develop
new competencies as a strategic option. Meanwhile, it
should also utilise its existing competencies to respond to
the current opportunities and threats faced by the firm. Just
like environmental screening, development of strategic

Sanchez & Heene(1997)

in their paper focused on

options is a result of management cognition.

Management Identifying Development Flexible Outcomes
Cognition »| Environmen of Strategic Behaviour
N tal Changes Options Per‘form_a_nce,

Cognitive Implementation Competitive
content, Basedon of chosen advantage,
Strategic ry * competitive r'y > . . Customer
s::hemgas, factors, strategicoption Loyaltyand
Information Evaluating Competence Resource satisfaction,
processing, ,| Potential Building, ) reduced risks
Learning, Changes Cost- benefit commitments and
Knowledge analysis uncertainties

Competitive
Situation

Resource
Flexibility

Coordination
Flexibility

Source: Proposed by authors

Fig. 4 Strategic Flexibility Decision-Making and Implementation Process

D. Flexible Behaviour

Once the best strategic option has been chosen, the next step
is to implement and incorporate it. The implementation is
greatly influenced by resource and coordination flexibilities
as shown in Figure 4. Due to flexibility in resources, they
can be put to alternative uses and the coordination among
them will make the process faster and efficient. Merely
development of strategic options is not enough and even the
adoption of an option is not enough, until and unless the
managers recognize the need to halt and reverse the
resource commitments. This can be overcome by measuring
and monitoring decision outcomes, creating a dynamic
mechanism and decision portfolios and analysing and
measuring learning (Shimizu & Hitt, 2004).

E. Outcomes

After the successful implementation of a favoured strategic
option, the next step is to identify its effect on the firm.
Strategic flexibility involves responding to the environment
quickly and thereby creating or maintaining a competitive
advantage (Hitt et al., 1998). Competitive advantage will
create a position where it is difficult for the competitors to
imitate the strategic options, but as the environment is
dynamic, it is very important to sustain competitive
advantage through continuous adaptations (Rindova &
Kotha, 2001). Competitive differentiation leads to customer
satisfaction and loyalty and finally improved business
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performance (Combe et al., 2012). When considering the
proactive side of strategic flexibility, the possible outcomes
are: exploration and realization of new market and new
product development (Das & Elango, 1995, Kandemir &
Acur, 2012), increased innovation capabilities and a positive
influence on entrepreneurial orientation (Arief et al., 2013).

F. Competitive Situation

The new competitive landscape has created extreme
emphasis on price, quality, innovation and, focus on
customers’ needs. The time frame of strategic actions is also
reduced. The current market has created blurring boundaries
of business making it more difficult to identify the
competitors. So, as argued by Combe et al. (2012), the
competitive situation has a significant impact on the
development and choice of different strategic options. It
may also lead to the implementation of a different strategic
option or the combination of various options.

G. Resource Flexibility and Coordination Flexibility

Once a strategic option has been chosen, the next step is to
implement it effectively. The implementation involves that
the organization has access to flexible resources so that it
can be effectively coordinated and put to various alternative
uses. Resource flexibility is greater when the resource can
be put to a large number of alternative uses and when the
switching costs of the resource are lower. It can also be
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increased by lowering the time required to switch to the
alternative course of action. Coordination flexibility implies
identifying and structuring the chains of resources that can
be employed in the organization. It also helps to deploy the
resources through organizational system and process that
apply the available resources to the targeted use (Sanchez,
1997).

V. DISCUSSION AND CONCLUSION

Globalization, technological advancement, changing
customer’s preferences and deregulation of the market are
some of the major challenges that an organization faces in
its environment. This compels an efficient and proactive
organization in the development of flexibility in resources,
structure and decision-making, enabling the organization to
adapt and adjust to the turbulent environment.

This paper has highlighted the fundamental steps that can be
followed to achieve strategic flexibility. The basic elements
of the concept have been identified and linked through a
conceptual framework, developed through meta-review and
presented in a more synthesized and refined manner. One of
the building blocks of the framework presented was
management cognition which includes strategic schemas,
knowledge, learning, etc of the decision maker. It acts as a
pre-requisite to identify the environmental changes and
uncertainties and to effectively evaluate the potential
change. Appropriate environmental scanning focusing on
the potential change and to prepare the organization for
coping up with the change is the best option. Because such
changes cannot be avoided and if adaptation is inherited
properly, it can lead to competitive advantage.

The framework presents a complex relationship between
different steps in the implementation process, and various
other progressions other than that mentioned in the model
may exist. Apart from this, other moderating effects may
also be present which can be identified when the model is
used empirically. Management cognition is identified as the
focal block in the strategic flexibility process, but factors
like the extent of authority in the hands of the decision
makers can also influence the implementation process.
Likewise, pressure from different political and societal
groups can also affect the decision making of the top
managers. Building competencies and leverages can also act
as a moderating effect in the development of strategic
options (Sanchez, 1997).

One important aspect as mentioned by Shimizu and Hitt
(2004) is that strategic flexibility also includes halting and
reversing the resources once the need for the same is
recognized. This can be a major implication to the above
model. The framework can be further extended to recognize
the time when the resource commitment to a particular
action needs to be stopped and the flexibility decision needs
to be reverted after the environment has been returned to the
state of static. When applying the model empirically,
alterations could be made according to the requirement and
direction of the research. The empirical researches,
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specifically on the flexibility process are limited. Empirical
researches may lead to more concrete steps in the
implementation process. To conclude, it can be said that
there are always avenues in an area of research. One string
leads to several other strings. Further researches will add up
to the knowledge of the academicians and intended industry
people that will help to smoothly incorporate the strategic
flexibility process.
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