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1. INTRODUCTION

1.1. RESEARCH MOTIVATION

Currently, companies facing the new pressures from the environment are being compelled
to improve their ability of continuously adapt to new competitive scenarios. Among
others, the most common pressures cited in literature have been demographic changes, a
more global economy, the “hyper-competition” or knowledge-based competition (Daft &
Lewin, 1993) which continue active in the competitive landscape and nowadays are

pushing the firms to develop new forms of organizing (Graetz & Smith, 2009).

The mentioned ability will depend not only on being efficient in their organisational
routines but also on being innovative at the same time (Abernathy, 1978; Hayes &
Abernathy, 1980; Tushman & O’reilly, 1996; Teece, Pisano, & Shuen, 1997). It represents
the notion of balance between exploration and exploitation activities and it is a common
topic in literature related to organisational adaptation (Benner & Tushman, 2001). This
balance is related to developing new dynamic processes that enable a fast reconfiguration
of the resource base (Teece et al, 1997, Eisenhardt & Martin, 2000, Helfat et al, 2007), or a
transformation in the nature of activities (Aaker & Mascarenhas, 1984), or dismantling of
current strategies (Harrigan, 1985). Recently, Raisch and Birkinshaw (2008) describe the
different contexts in which the need to reconcile the two orientations have been
discussed: organisational learning, technological innovation, organisational adaptation,
strategic management and organisational design. Within the theory of organisational
adaptation, organisational flexibility - as the ability to adapt quickly to new or
changing environments - is a necessary condition for accomplishing this balance
(Sommer, 2003; Dreyer and Grgnhaug, 2004; Sherehiy, Karwowski and Layer, 2007;

Verdu-Jover and Gomez-Gras, 2009).

The literature around organisational flexibility has started six decades ago and has been
associated to several organisational capacities (agility, versatility, adaptability, fit,
responsiveness, etc.). A huge variety of studies reveals how companies can gain and
sustain competitive advantages, create capabilities to control and influence their
environment and manage chaos and adversity. Recently, organisational flexibility has
received growing attention from both researchers and managers as a key driver for
companies to survive and prosper in turbulent and unpredictable environments (Dreyer
and Grgnhaug, 2004) and it is becoming the new hallmark of organisational excellence

(Volberda et al. 2007).
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According to Hatum and Pettigrew (2006), managers face major difficulty in
accomplishing organisational change without losing stability because of the lack of models
explaining the relationship between flexible capabilities, environmental turbulence and
the firm’s performance (Suarez, Cusumano & Fine, 2003) along the enterprise lifecycle
(Volberda, 1998; Dreyer and Grgnhaug, 2004; Verdu-Jover, Lloréns-Montes & Garcia-
Morales, 2006). Different approaches have emerged and empirically show the
dimensionality of organisational flexibility (e.g. Hatum and Pettigrew, 2006), its
interaction with firm size (e.g. Kraatz and Zajac, 2001), the context specificity of flexible
capabilities and organisational design (e.g. Volberda, 1998; Verdu-Jover, Lloréns-Montes
and Garcia-Morales, 2005; Martinez-Sanchez, A., et al. 2009). The Organisational Flexibility
theory appears in a number of conceptual works and in a limited number of empirical
studies facing its complexity and the interrelations between variables at organisational

level (Table 1).

Some of these empirical studies and others more theoretically focused have stressed the
complex nature and multidimensional structure of such subject (Volberda 1996, Teece
et al, 1997, De Toni and Tonchia, 2005) which is difficult to satisfactorily define. This could
be the reason that explains the few empirical studies, which account for such complexity
(Dreyer and Grgnhaug 2004). According to Hatum and Pettigrew (2006), when managers
face flexibility, the major difficulty they find is how to accomplish the change without
losing stability and literature is still waiting for models explicating relationships between
flexible capabilities, environmental turbulence and firm performance (Suarez et al. 2003).
Any change initiative that companies implement when they are looking for balancing
stability and change (exploration and exploitation), should be accompanied by the concern
of such complexity. Therefore, to address the complex nature of Organisational Flexibility,
the analysis of the interrelations between variables of Organisational Flexibility and their

consequences at organisational level is still needed in this research field.

Additionally, the formula to accomplish organisational flexibility along the
enterprise lifecycle (with a temporal basis) remains limited (Volberda, 1998; Dreyer
and Grgnhaug, 2004; Verdu-Jover et al. 2006). Within the context of organisational
adaptation, some authors start to investigate the temporal condition of that source of

competitive advantage.

On Organisational Flexibility context, Volberda (1998) anticipated the possibility of
modelling the adaptation process from a dynamic point of view: “Flexibility is not a static

condition, but it is a dynamic process. Time is a very essential factor of organisational
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flexibility.” (Volberda, 1998: 235). He settles the possibility to address such adaptation
process as a sequence of stages allowing understanding of the key factors of organisational

flexibility with different environmental turbulence levels.

Dreyer and Grgnhaug (2004) forecasted the important challenge of creating knowledge
around the relationship between change and time concretely, understand when to change
to remain competitive. Verdu-Jover et al. (2006) state that their findings capture the
company behaviour at one moment of time and, as the companies operate in turbulent
environments, the overall construct of flexibility condition should be studied throughout

time.

Recently, Tan and Zeng (2009) propose a stage-dependent model of resource utilization
which contributes to dynamic capabilities and consequently, to firm performance due to
such “time-varying dimension”. They consider such flexibility is a key enabler since
strategies that formerly provided systemic dynamism might become sources of system

rigidity at another stage.
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Table 1: Research findings and challenges regarding organisational flexibility

FUTURE RESEARCH
AUTHORS CONTEXT OUTCOMES CHALLENGES
Eppink Managerial Capabilities: Strategic Flexibility Comprehensive
(1978) Change can be operational, competitive, or strategic. Distinct types Suggests multi-dimensionality and mo dgllin of
of flexibility for each type of change which minimize the hierarchical nature relationsﬁi s
vulnerability of organisations and their ability to respond p
Sanchez Managerial Capabilities and Organisational Design . :
o . : o s Suggests high level Comprehensive
(1995; 2004) Organisational adaptation requires coordination flexibility and L ) . . .
Qe . multidimensionality (managerial and modelling of
resource flexibility; five modes of competences reflect hierarchy . o . :
organisational flexibility) relationships

of flexible capabilities

Volberda Managerial Capabilities and Organisational Design
(1996/1998) (responsiveness)
Describes and develops a framework for Organisational Flexibility. Confirms hierarchical nature and Inclusion of Time
In this framework, steady-state, operational, structural, strategic multidimensionality of construct factor
flexibility, responsiveness of technology, structure, and culture are
considered
Lund, R. . . . . e s T
Flexible traits / Functional Flexibility Confirms flexibility is linked to .
(1998) ) . o1 . . . ) i Comprehensive
Operationalises flexibility as manifested in internal dimensions of  performance: the fulfilment of modelline of
structure, culture, processes, and external dimensions of customer expectations, integration of relationsﬁi <
technology and product market innovation. new technology. p
Dreyer and Managerial capabilities: Flexibility from Resource-based view Confirms existence of different types Inclusion of Time
Grgnhaug Volume flexibility, product flexibility, labour flexibility, financial of flexible capabilities and their role factor
(2004) flexibility, flexibility impact on performance on achieving competitive advantage
Anand and Strategic Flexibility Confirms multi-dimensionalitv at Comprehensive
Ward (2004)  Mobility flexibility (alter production); range flexibility . y modelling of
: . first-order level . .
(product/process diversity) relationships

Verdu-Jover,

Managerial capabilities: operational, structural and strategic

Lloréns- flexibility

Mon’Fes & Different levels of flexibility and fit between real flexibility and Conflrms ex1steqc.e.of different types  Inclusion of Time
Garcia- . . e of flexible capabilities factor

Morales Fhat req.ulred by Fhe environment have a positive impact on

(2006) innovative capacity
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Hau.lm and Managerial capabilities and Organisational Design: Confirms multi-dimensionality of Comprehensive

Pettigrew Centralization and formalization; institutional embeddedness; I : b

(2006) : o o X . organisation design construct modelling
environmental scanning; organisational identity

Xie and Ye, Confirms multi-dimensionality, the

(2008) Managerial capabilities: relationships between environment Inclusion of Time
Operational, structural & strategic flexibility and managerial capacities and their factor

impact on performance
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On the Organisational Ambidexterity context, Raisch and Birkinshaw (2008) highlight the
key literature on organisational adaptation (they develop a comprehensive study on
Organisational Ambidexterity) and point out several findings about the combination of
time-adaptive capacity from some studies: the need for regular and rhythmical
organisational change by means of time pacing is latent (Brown and Eisenhardt, 1998) and
the different organisational ambidexterity configurations may be compared to alternative
solutions for dealing with the exploitation and exploration paradox, such as temporal
cycling (Nickerson & Zenger, 2002). Based on the reasons exposed above, the inclusion of
the time variable to understand the behaviour of organisational flexibility along the

process of change is another component to include in focus of the present thesis.

Some of the aforementioned studies identify variables and specify the relationships
between most of them yet comprehensive modelling of these interrelations and the
consequent simulation of several strategies of organisational change incorporating the
time-varying dimension remains a challenge. Considering the complexity concerns and the
lack of comprehensive modelling of the 'organisational flexibility' construct, as it is
justified in the literature review, this thesis attempts to use system dynamics modelling
(Sterman, 2000; Sastry, 1997, Repenning, 2002) to develop a more robust theoretical

model in Organisational Flexibility.

1.2. RESEARCH PURPOSE

The issues discussed above show a path for addressing a significant research area of
organisational change and organisational flexibility. This thesis attempts to expand the
Organisational Flexibility theory through a robust causal explanation of organisational

adaptation to changing environments.

A more robust Organisational Flexibility theory will be generated by evaluating the time

path of organisational change strategies aimed to achieve the different levels of

Organisational Flexibility (OF) while identifying the main barriers that arise when those

processes are implemented along the enterprise lifecycle.
Based on such a general objective, the specific aims of this thesis are two-fold:

1. Build a dynamic model of Organisational Flexibility to enhance the
understanding of the Organisational Flexibility theory. A system dynamics
model of Organisational Flexibility is created to enhance the understanding of the
Organisational Flexibility’s theory by modelling the dynamic relationships of its

components. The model captures changes over time by simulating the evolving
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behaviour of interrelated variables during the implementation of change strategies
towards required flexibility. By translating an existing theory into a system
dynamics model, new understanding as well as new questions about the original

theory are generated (Sastry, 1995).
2. Refine and expand academic knowledge around Organisational Flexibility by

exploring and testing moderating factors, which arise along the entire corporate

lifecycle when a company implements flexibility initiatives looking for stability or
change. This study is focused on identifying and evaluating the core constraints at
enterprise level. Strategies that formerly provided systemic dynamism may

become sources of system rigidity at another stage (Oliver, 1991).

The simulation of both models allows patterns of behaviours to be analysed and the

following research questions to be addressed in this thesis are proposed:

- Does System Dynamics, as a modelling method, allow creating a micro-world
where space and time can be compressed so we can learn, understand and
assess the change processes to adapt the required level of flexibility to
environmental characteristics?

- Does the developed system dynamic model accurately represent the expected
behavior that the theory defines?

- Are there any constraints of such change strategies that the company should
confront during the transformation journey?

- Does the extended model allow understanding and representing those
constraints as well as evaluating if the expected results on organisational

flexibility change occur at the time required or expected?

1.3. RESEARCH STRATEGY

By improving our understanding of existing explanations for Organisational Flexibility in
such a complex concept, the gap between theory and practice could be overcome in this
thesis. In order to achieve this thesis’ objective the first research question that arises as
the main research focus: “Does System Dynamics, as a modelling method, allow creating a
micro-world where space and time can be compressed so we can learn, understand and
assess the change processes to adapt the required level of flexibility to environmental
characteristics?” For this, the research strategy proposes analysing Organisational
Flexibility, their components and their interrelations and incorporating the time-scale in
the analysis that means to consider flexibility as a continuous path along the enterprise

lifecycle. Such analysis is proposed taking as a basis Volberda’s theory described in
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“Building a Flexible firm: How to remain competitive”. His work is widely claimed in
management literature and this author’s trajectory in the field of Flexible Firm is strongly
consolidated. We selected this theory based on three main reasons: first, Volberda’s theory
allows several dimensions and their interrelations to be explored from a comprehensive
perspective; second, Volberda highlights that Flexibility requires an inherent paradox -
accommodating change and stability simultaneously, which fits with the balance
exploration vs exploitation; and third, the multidimensionality of his framework opens the
opportunity to explore the theory under a systemic perspective as well as, to explore it

including the dynamic nature of the flexibility level, evolving over time.

As a first step, an intensive literature review of theoretical and empirical studies with a
fundamental focus on Organisational Flexibility is made. This review provides evidence
about the progress made regarding the complexity nature of Organisational Flexibility.
The literature review section concludes with a discussion on how empirical data can
justify the necessity of time variable consideration as a pre-requisite for achieving

required level of flexibility along the enterprise lifecycle (Chapter 2).

As mentioned in Section 1.2, System Dynamics modelling is applied to a pre-existing global
framework in Organisational Flexibility developed by Volberda (1998). The second step of
this work takes the form of a systematic exploration of Volberda’s theory (Volberda, 1998)
(described in Chapter 3). The significance of all the concepts in Volberda’s framework is
explored by identifying the key variables, their relationships and the subsequent dynamic
behaviour following Sastry’s (1995) reference work. An exhaustive textual analysis of his
theoretical assertions (following the Volberda’s theoretical framework foundation) is
conducted. Having established a common understanding of the components and their
dynamic relationships, a first causal model based on a systemic view is developed

illustrating the dimensions of organisational flexibility and their evolution over time.

System dynamics has been successfully applied to provide more robust explanations to
organisational theories. Two precedent works appear in the literature within the Systems

Dynamic field:

- Sastry’s research (Sastry, 1997) has been cited several times in literature within
strategy and organisational change field. She analyses Tushman and Romanelli’s
theory of punctuated change (Tushman and Romanelli, 1985) and develops a
theory by modelling organisational change as a function of organisation

environment fit and trial periods following reorientations during which the change
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process is suspended. Her findings suggest a number of ways in which

organisations can fail to manage strategic change successfully.

- Repenning (2002) studies the process of innovation implementation using
simulation models. He develops a deeper understanding of the dynamic
behaviours generated by the processes common to current theories. His
theoretical framework provides understanding of failed efforts to improve
organisational effectiveness when innovation is adopted and implemented. The
analysis made using systems dynamic highlights and clarifies the complex

interactions between the elements common to existing frameworks.

By applying System Dynamics modelling, the dynamic behaviour of the system when
transformation strategies towards the required level of organisational flexibility are
implemented could be analysed. This step concludes with the formalization of this model

and the subsequent validation and model testing exercises.

The longitudinal interaction between the processes that illustrate changes in the
dimensions of organisational flexibility and their evolution over time is explored in the
fourth step of the present research. In other terms, the model depicted in Chapter 3 is
simulated to highlight the role of key constructs such as the Organisational Flexibility,
Flexible Form and Perceived Environmental Turbulence when the organisation
endeavours to solve the fundamental tension originated by the deficit or surplus of
flexibility level as the environment evolves. This step corresponds to Chapter 4, in which
the exploration of some of the implications of the qualitative arguments that lay on
Volberda’s theory by using computer simulation is developed. A systematic approach is
used to test and explore the simulation model to examine whether the model depicts
Volberda’s theoretical model and whether it provides endogenous explanations of the
theory. As a consequence, the second thesis’s research question is addressed: “Does the
developed system dynamic model accurately represent the expected behavior that the theory

defines?’

In order to discover and analyse possible answers to the following proposed research
question: “Are there any constraints of such change strategies that the company should
confront during the transformation journey?” a qualitative research exploration was
developed in a large cooperative industrial group with, in some extend, a longitudinal
perspective (Chapter 5). The qualitative approach was devoted to explore the evolution of
the processes involved in the theory of Organisational Flexibility, defined by Volberda

(1998). This qualitative exploration, with some limitations, allowed relevant managerial
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implications to organisational flexibility theory to be formulated for a specific context: a
cooperative group of the industrial components sector and for certain period of time. The
selection of the period 2007-2011 is primarily motivated by the aim of our study, which is
concerned in providing insight into how the cooperative industrial group adjusts its
current and potential level of flexibility in response to external rates of change in the
components industry (and the role of potential absorptive capacity herein). This
qualitative exploration is based on the data gathering process proposed by Volberda
through the application of the Quick Scan Questionnaire. After the application of the
questionnaire in the two explored years (see Annex [-QSF questionnaire and see Annex II-
Adapted QSF questionnaire) several semi-structured interviews were developed with the
involvement of the R&D manager in order to complete the data gathering process. During
the interviews?, the results from the two questionnaires were compared and verified with
the manager’s arguments in order to assess and highlight the main causes of the evolution

followed by the variables that have been studied.

Given the Base Case as a benchmark, the next step is to explore other potential behaviour
modes. In this stage, based on the conclusions obtained in the previous step, a theoretical
synthesis was firstly conducted in order to explore new insights that will serve to extend
the Base Case model by adding new variables and relationships and, furthermore, the
dynamic behaviour of the new extended model to be explored. Therefore, we focus on
which factors may inhibit or drive the pathway of Flexible Form when both types of
change strategies are implemented. Those factors that have been anticipated at the end of
Chapter 4 and empirically explored in previous Chapter 5 lately will be incorporated into
Volberda’s framework under the system dynamics perspective. After illustrating the
theoretical findings and empirical findings from a qualitative research exploration that lay
the foundation for incorporating new variables into the model described in Chapter 4, the
formalization of the ‘Extended model’ is developed and described. This extended model
represents the evolution of flexible capabilities and responsiveness when strategies of
change are implemented, however unlike the base case model, it allows anticipating some
constraints. In order to answer the fourth proposed research question: “Does the extended
model allow understanding and representing those constraints as well as evaluating if the
expected results on organisational flexibility change occur at the time required or expected?’
different sets of simulations were conducted with the Extended Model. The simulation
exercises enabled to explore the conditions under which a particular structure plays a key

role in determining the dynamics of the system and to evaluate some dynamic

' See Annex V — interview guide
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propositions. Through the simulation of an extension of the basic model we showed how
well the simulations match the predictions from the theory and from the original

descriptive model (Chapter 6).

Figure 1 shows the comparison between the two proposed models (Figure 1). Simulation
exercises of this second model highlight the interactions with other features of the system
that inhibit the company to achieve a sustained level of Organisational Flexibility and the

dynamic propositions are validated.

First Dynamic Model Does the model support theoretical behaviour ?
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Pressure to change

Responsiveness
(organizational design)

Resistance to change

. Ability to change

Meta-flexibility,
(Absoerptive Capacity)

Are there any constraints of such change strategies? .
Do the results on OF occur at the time expected? Second Dynamic Model

Figure 1: Overview of the two different perspectives on organisational
flexibility and the relationships between variables

1.4. OUTLINE OF DISERTATION

In the following table (Table 2), the main objective and the expected results of the present

research are shown.
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Table 2: Thesis’ research questions and proposed objectives

RESEARCH QUESTIONS OBJECTIVE EXPECTED RESULTS

Does System Dynamics, as a
modelling method, allow creating a
micro-world where space and time
can be compressed so we can learn,
understand and assess the change
processes to adapt the required level

of flexibility to environmental To expand the A more robust Organisational
characteristics? pand Flexibility theory will be
. Organisational db luating th
Does the developed system dynamic  glexipility theory generated by evaluating the
model accurately represent the through a robust time path of organisational
i hange strategies aimed to
expected behavior that the theory causal change strategies
defines? . achieve the different levels of
explanation of . oo
_ sational Organisational Flexibility
Are there any constraints of such 0;90’;15;{“0:“ while identifving the main
change strategies that the company Zhgrl: c;nlon 0 barriers that arise when those
should confront during the enviif)nrien s processes are implemented
transformation journey? ' along the enterprise lifecycle.

Does the extended model allow
understanding and representing
those constraints as well as if the
expected results on organisational
flexibility change occur at the time
required or expected?

The stages of the research methodology proposed in this thesis are depicted in Figure 2
below. The thesis is organised into seven chapters. In addition to the Introduction and
Conclusions chapters, the other five chapters are portrayed below in order to provide the
reader with a clear picture of the structure of this research, a brief outline of each of these

chapters and how they fit together.

Chapter 2 Chapter 3 &4 Chapter 5 Chapter 6
i
SYSTEM DYNAMICS SYSTEM DYNAMICS
* Groundingin Literature Base Case Model & * An in-depth case study Extended Model &

of Organisational Change Simulations « Empirical evidence of Simulations

Organisational Flexibility the implementation of

the research motivation » Exhaustive textual flexibility practices » Theoretical synthesis
» |dentification of analysis of Volberda’s » New Extended Model
Research Gaps theory with proposed
dynamic propositions

STATE of the ART » A first causal model is EXPLORATORY i
created STUDY. * Validation through
\_ simulation

Figure 2: Overview of Research Methodology
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The structure of the thesis (Table 3) follows the sequence of the proposed research
methodology to achieve the proposed research objectives.

Table 3: Structure of the thesis and main objectives

RESEARCH SUB-OBJECTIVES RESEARCH METHODOLOGY  SECTION IN
OBJECTIVES THE
THESIS
Build a dynamic 1.1 Evaluate the progress  An intensive literature review  Section 2
model of made regarding the of theoretical and empirical
Organisational complex nature of studies with a fundamental
Flexibility to enhance Organisational Flexibility =~ focus on Organisational
the understanding Flexibility
of the OF’s theory - - — - — - -
by modelling the 1.2 A.sses.s.lf empirical ' An mtenswe llterature.rt.ewew Section 2
dynamic relationships datg ]ustlfu.es the necessity  of th.eoret.lcal and empirical
of its components. of tlrpe Var}able studies with a f-und.amental
consideration as a pre- focus on Organisational
requisite for achieving Flexibility
required level of
flexibility along the
enterprise lifecycle.
1.3 Explore the Conducting an exhaustive Section 3
significance of all the textual analysis of his
concepts in Volberda's theoretical assertions
framework by identifying
the key variables, their
relationships and the
subsequent dynamic
behaviour
1.4 Mllustrate the System Dynamics modelling: a  Section 4
evolution of dimensions first causal model is created.
of organisational The formalization of this
flexibility over time model and the subsequent
simulation exercises help us
to obtain prior qualitative
insights
To refine and 2.1 Develop a qualitative A qualitative research Section 5
expand academic research exploration of exploration was developed in
knowledge around flexibility practices in an a large cooperative industrial
Organisational organisational group with, in some extend, a
Flexibility by environment and longitudinal perspective
exploring and testing ~ Formulate relevant during the period 2007-2011.
moderating factors managerial implications The data gathering process
which arise along the  for a specific context. was based on the Quick Scan
entire corporate Flexibility distributed in the
lifecycle when a cooperative group in 2007
company implements and 2011
flexibility initiatives . . .
looking for stability or Se_ml-structured interviews
with the R&D manager of the
change. .
cooperative group
2.2 Explore theoretical A theoretical synthesis of the ~ Section 6
insights that will serveto  main literature references
extend the Base Case that will serve to complement
model. the empirical evidence from
the exploratory study.
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2.3 Create the Extended Giving the Base Case as a Section 6
Model which explores benchmark, new variables are

other potential behaviour included and the behaviour of

modes considering the the new system is explored

constraints discovered in ~ Through the simulation

previous steps. To exercises of an extension of

support a new approach the basic model: three new

to examine dynamic constructs characterize the

feedbacks when change dynamics of organisational

processes are flexibility strategies.

implemented if the . Formulation of the dynamic

company looks for getting o

closer to the desired level ~PrOPOSItons

of Organisational

Flexibility

2.4 Explore why and how  Simulation exercises of this Section 6

the dynamic approach
outperforms the static
one and reveals important
relevant insights of the
dynamic behaviour of
dynamic organisational
flexibility strategies
through the Extended
Model.

second extended model
highlight the interactions with
other features of the system
that inhibit the company to
achieve a sustained level of
Organisational Flexibility.

Validation of dynamic
propositions including
relevant implications for
management practice.

The thesis begins with this introductory chapter in which the objectives and research

methodology are presented and ends with Chapter 7 that provides a number of

conclusions drawn from the research’s results, main limitations and future lines for

research.
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2. THEORETICAL BACKGROUND

2.1. Introduction

It is widely accepted that, organisations today are facing the issue of responding
continually to an environment, which is increasingly dynamic, complex and uncertain
because of demographic changes, a more global economy, the “hyper-competition”, or
knowledge-based competition (Daft and Lewin, 1993). Research on topics of
organisational change has enjoyed an extended and prosperous history (e.g. Levinthal &
March, 1993; Armenakis & Bedeian, 1999; Pettigrew, Woodman & Cameron, 2001). It
attempts to understand the processes that lead to changes in organisational knowledge
and subsequent changes in organisational behaviour and outcomes (Jansen, 2005). The
literature on organisational change has long argued that the survival of organisations
strongly depends on addressing the challenge of fitting organisational design with the

environment (Anand & Ward, 2004).

In such an alignment process, organisations capable of pursuing exploration and
exploitation simultaneously obtain superior performance and enhance their long-term
survival (Jansen, 2005). A company’s competitiveness will depend not only on being
efficient in its organisational routines, but also on its ability in innovating at the same time
(Abernathy, 1978; Hayes and Abernathy, 1980). The notion of balance between
exploration (be innovative - radical change) and exploitation (be efficient in
organisational routines - incremental change) has been a common topic in most of the
research works about developing methodologies related to organisational adaptation
(Benner and Tushman, 2001). On the other hand, traditional bureaucratic forms of
organizing worked well within an environment that was relatively benign and predictable,
but they were no longer enough in a complex and highly competitive environment (Graetz

and Smith, 2008).

The concept of competitive advantage has to be redefined in terms of organisational speed
and flexibility (Sommer, 2003). During the last two decades, a proliferation of literature on
new forms of organizing emerged; organisational forms that foster innovation and
adaptation capacity to the current environment. Between others, some examples are:
‘Flexible Organization’ (Volberda, 1998), ‘Ambidextrous Organization’ (Tushman and

O’Reilly 1996), ‘Modular Organization’ (Sanchez and Mahoney, 1996).

Within the theory of organisational adaptation, organisational flexibility - as the

ability to adapt quickly to new or changing environments - is a necessary condition
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for accomplish this balance (Sommer, 2003; Dreyer and Grgnhaug, 2004; Sherehiy et al.
2007; Verdu-Jover and Gomez-Gras, 2009).

This chapter reviews various literatures on organisational change and their research
approaches in addressing systems and time perspectives respectively. Based on the
emerging new forms of organizing, the Flexible Organisation has been selected to develop
a system dynamic view of its foundations. Our review resulted in the development of a
framework (see Figure 3) that integrates the antecedents of the so cited paradox, the
exploitation vs exploration dilemma, flexible organisation and moderators of
organisational flexibility. In this Chapter 2, we address the aspects of the right side of the
figure. The dimensions that affect Organisational Flexibility (left side of the figure) will be

explored and discussed in next two chapters (Chapter 3 and 4).
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Figure 3: Framework for understandmg the focus of the llterature review

First, a comprehensive overview of organisational change is given with the aim of
providing generic theoretical insights and recent progress on how the paradox of
balancing exploration and exploitation is solved by new organisational forms is briefly
described. Next, research on organisational flexibility in general and on dealing with
paradoxes such as temporal condition and complexity are discussed. A multilevel analysis
is conducted in this chapter and it examines whether flexible organisation is able to
endure along the enterprise lifecycle the balance between exploration and exploitation
while it copes with potentially conflicting pressures from the implementation of change
strategies. In other words, do successful flexible organisations combine both a system and
time lens for sustaining competitive advantage? Finally, an overview of the main issues

provided in this chapter will be provided in the conclusion section.
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Commencing this section, it is worthy to note that its purpose is not to offer a
comprehensive review of the evolution of theoretical frameworks in organisational change
literature. Neither is it to explore how new organisational forms have emerged coping
with organisational change by achieving the required balance between exploration and
exploitation. Key studies on these subjects published in leading management journals such
as the Academy of Management Journal, Academy of Management Review, Administrative
Science Quarterly, Journal of Management, Journal of Management Studies, Organization

Science, and Strategic Management Journal have been reviewed from 1993 to 2013.

2.2. Organisational Change Theory

Having established the starting point of this literature review, the following paragraphs
offer a brief review of the different theoretical frameworks that provide a guide on
organisational change. The focus will not be comprehensiveness but rather a practical
selection will be made: a summary of the main theoretical and empirical data/studies on

the main characteristics of Organisational Change.

Over the past two decades (1990-2010), organisational change research has broadly
addressed contexts, content and the process of change (Pettigrew, et al, 2001). Armenakis
and Bedeian provide a comprehensive review of theories and research in the 90s on
organisational change (Armenakis & Bedeian, 1999) and they aggregate all research
studies reviewed in four major themes: content, contextual, process and criterion issues.
The review of these authors is focused on publications particularly sensitive to the
dynamics underlying organisational change through early 1998, focusing on work since

1990.

The first theme they explore, content issues, concerns factors that comprise the targets of
both successful and unsuccessful change efforts and how these factors, such as strategic
orientations, organisation structures, and performance-incentive systems, relate to
organisational effectiveness. In this group, Burke and Litwin (1992) and Vollman (1996)
model each focus on content factors (e.g., strategic orientation, organization structure, and
organization-environment fit) that define an organization’s overall character, mission, and
direction, as well as underlying its long-term success. Armenakis and Bedeian summarized
that both models are comprehensive in coverage, appropriate for conducting
organisational diagnoses, as well as planning and evaluating the impact of an
organisational change and, in some way, Vollman’s model complements Burke-Litwin’s
one and it would seem ideal for laying out the details of a desired change in discussions

with groups of organisational participants (Armenakis & Bedeian, 1999).
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As far as contextual theme is concerned, it principally focuses on forces or conditions
existing in an organization’s external (governmental regulations, technological advances,
and forces that shape marketplace competition) and internal environments (existing
technology, level of organisational slack, and experiences with previous changes). They
evaluated eight studies that relate to the success of various responses to changes in the
internal and external components and that, they offer important insights for better
understanding the contextual dynamics of organisational change. The first four studies
deal with the collective responses taken by organisations in reacting to external
environmental changes. Each is representative of numerous other studies on the internal
and external forces or conditions that shape an organization’s environment. The fifth
study, Damanpour (1991), describes a meta-analysis of selected internal contextual,
content, and process factors. Damanpour’s (1991) analysis is that a successful change
effort may depend more on the congruity or fit between content, contextual, and process
considerations than the nature of an intended change. As such, Damanpour (1991)
provides a starting point for researchers interested in investigating relationships among
other key factors to minimize resistance to change. The final three studies (e.g. Sastry,
1997); describe the application of mathematical techniques for modelling organisational
responses to environmental pressures. The three mathematical models reviewed, dealing
with simulations of organisational-level responses to potential environmental events, are
helpful in suggesting plausible alternative paths for strategic renewal, as well as
understanding the effects of considerations such as design variables, inertia and stress,
and strategic orientation on an organization’s operating systems as it attempts to shift
strategic frameworks. Although the practical application of such methods is less direct
than other approaches, they are undeniably helpful in articulating theoretical arguments
that might otherwise be overshadowed in more hands-on applications (Armenakis &

Bedeian, 1999:5).

The advanced research on change process issues is organized into two groups. On the
one hand, four models that recommend various phases for change agents to follow in
implementing change are evaluated by Armenakis & Bedeian (1999). On the other hand,
the authors describe two models that have been advanced for understanding how
organisational members experience change as it unfolds. Two common characteristics in
the two mentioned groups are highlighted by Armenakis & Bedeian: the change process
typically occurs in multiple steps that take a considerable amount of time to unfold and
efforts to bypass steps seldom yield a satisfactory result, and mistakes in any step can slow
implementation, as well as negate hard-won progress. Nonetheless, as argued by

Armenakis & Bedeian (1991), the second group, Isabella (1990) and ]affe, Scott & Tobe’s
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(1994) models, offers practitioners guidance in what organisational members will likely
experience during a change and offers insights into possible strategies and tactics for

dealing with each stage in a change process.

This ‘change process’ perspective of organisational change has been broadly extended in
the literature and has received reiterated attempts to evolve as management science
progresses. Thus, the following figure portrays the main authors related to this topic

taking into account Armenakis & Bedeian'’s analysis.

Main authors addressing the Stages of Organisational Change

! Multi-phase models for change agents to follow in implementing changes

( ’ N
Behavioural View
Change Agent View ludson (1991) Kotter (1995) Galpin (1996) (Armenakis, Harris,
(Lewin, 1951) and Field, 1999)

i 7
. K ) Establishing sense of urgency ( The Galpin
Unfreezing Analysing and Forming powerful coalition Wheel Readiness
Movement planning of individuals nine wedges Adoption
Refreezing Communicating Creating vision -stressed the Institutionalization
Gaining acceptance Communicating the vision importance of
Changing to desired Empowering others to act on understanding
state the vision an
Consolidating and Planning for and creating organization's
institutionalizing culture

short-term wins

[« s

p
Institutionalizing new
approaches

Models for change — understanding changes; employee behaviour :

Isabella (1990) Jaffe, Scott, and Tobe (1994)

Anticipation Denial

Confirmation Resistance
Culmination Exploration
Aftermath Commitment

Figure 4: A literature review scheme concerning Stages of Organisational
Change (Source: adapted from Armenakis & Bedeian, 1999)

In the form of a summary, and as a means of integrating the material that has been
reviewed, Figure 4 combines the various models discussed in this section, as well as
Lewin’s three-phase change process. In doing so, it matches recommended phases/steps
for change agents to follow in implementing change (i.e., phases within which change
agents act) with stages in understanding change (i.e., stages through which change targets

progress).

In different ways, most of these authors address the concept of Resistance to Change.
Thus, predictable reactions to change and methods for minimizing resistance to change

agent efforts are described such as:

e alternative media, reward programs, and bargaining and persuasion (Judson,
1991);

e creating readiness for change so that resistance is minimized by defining the basic
change message being conveyed as well as the influence strategies useful for

transmitting change messages (Armenakis, Harris, & Feild, 1999);
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e resistance to change might be viewed, not as an obstacle to overcome, but as an
inherent element of the cognitive transition occurring during change. If managers
accept such a view, what becomes important is not overcoming these reactions,
but acknowledging that such frames of reference exist and they will help to
understand the change and accept it (Isabella, 1990); and,
e resistance is considered forming employees’ behaviour, as evidenced by
individuals withholding participation, attempting to postpone implementation,
and endeavouring to convince decision makers that the proposed change is

inappropriate (Jaffe et al, 1994).

The fourth theme explored (Armenakis and Bedeian, 1999) concerns outcome or
criterion variables. They have primarily involved success/failure criteria such as
profitability or market share. Likewise, the managerial actions described as being taken in
response to contextual and content considerations were primarily intended to increase
operational efficiency and effectiveness. After reviewing literature on this theme,
Armenakis and Bedeian affirm that actions required to implement a desired change may
evoke unintended responses like denial and resistance, and further result in employees
experiencing feelings of stress and cynicism, as well as reduced organisational
commitment. Receptivity, resistance, commitment, cynicism, stress, and related personal
reactions are clearly relevant criterion variables to be considered in the framework of
planning and implementing an organisational change. They assert that “Both research and
practical experience suggest that such responses can serve as complementary criteria or
markers for tracking the likelihood of employees enacting behaviours necessary for
achieving desired changes” (1999: 7). They also add that such reactions can complement
bottom-line measures (such as profitability) in assessing the likely success of contextual

and content changes as the research reviewed suggests.

Armenakis and Bedeian conclude their research work identifying relevant and challenging
opportunities for future developments in the field of organisational change. Among others,
these authors reaffirm the assertion made by Van de Ven and Huber (1990): “future
research into the temporal sequence of events that unfolds as an organisational change
occurs would provide a deeper understanding of the dynamics of change and permit the
testing of current and new theories addressing "why" organizations change.” (Van de Ven &
Huber, 1990). In this regard, they review several authors addressing such an issue: a
comparative study of both defender and prospector banks’ strategic adaptations to
increasing regulatory pressure extended across seven years allowed Fox-Wolfgramm,

Boal, & Hunt (1998) to advance propositions applicable across time relating to how and
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why organisations exhibit different modes of change in response to environmental
pressures by considering both immediate and more distant antecedents; Beer and
Eisenstat’s (1996) report on an organization-wide intervention covered a six-year period
and they were able to offer a true picture of the intricacies inherent in the dynamic
analysis of change: they concluded that, over the short term, the intervention seemingly
achieved its intended objectives however, over the long term, the intervention had little
sustained impact on the target organization; Orlikowski (1996) examines the use of new
technology in a software company and downplays the strong assumptions of rationality
that characterize existing change models: the author was able to show that successful
change may involve moving away from patterns of bureaucracy and control to those of

flexibility and self-organizing.

Pettigrew et al. (2001) point out that the organisational change literature had
considerably evolved along the second half of 90’s and some theorists acknowledged
themes such as “context and action are inseparable, theories of change ought to explain
continuity and time must be an essential part of investigations of change” (Pettigrew et al.
2001: 697). Additionally, the pace and sequencing of action in change processes have
enhanced the curiosity of some authors (e.g. Weick & Quinn, 1999). However, as Pettigrew
et al. (2001) assert, “the understating and effects of time, process, discontinuity and
context is far from mature” and consequently, organisational change literature remains
underdeveloped. Among the six interconnected analytical issues that they propose as
future research lines, the inclusion of time, history, process, and action in organisational
change research fits with the proposed objectives of the present thesis. In this context,
there are still a small number of process studies of organisational change that offer a

holistic and dynamic analysis of changing (George and Jones, 2000).

Thus far, in the preceding arguments we have selected the theoretical studies dealing with
organisational change, which provide a general view of its uncovered research
opportunities for organisational analysts. The temporal condition and the possible
resistance to organisational changes have been highlighted in this schema mainly because

they will be two of the roots of the research being developed in this thesis.

Table 4: Summary of the second section in literature review

Perspectives Main developments

CONTENT issues Models that are comprehensive in coverage, appropriate for
Factors of successful conducting organisational diagnoses, as well as planning
and unsuccessful and evaluating the impact of an organisational change
change efforts and how

they relate to

organisational
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effectiveness

CONTEXTUAL issues
Forces or conditions
existing in an
organization’s
external and internal
environments

Studies on the success of various responses to changes:

- the collective responses taken by organisations in reacting
to external environmental changes

- a successful change effort may depend on the congruity
or fit between content, contextual, and process
considerations and providing key factors to minimize
resistance to change.

- applying  mathematical techniques for modelling
organisational responses to environmental pressures
that are undeniably helpful in articulating theoretical
arguments

CHANGE PROCESS
issues:

- implementing change
- understanding how
organisational members
experience change as it
unfolds

Models based on:

- the change process typically occurs in multiple steps that take
a considerable amount of time to unfold and efforts to
bypass steps seldom yield a satisfactory result

- offering practitioners guidance in what organisational
members will likely experience during a change and insights
into possible strategies and tactics for dealing with each stage
in a change process.

In this perspective, the concept of Resistance to Change is
addressed: evaluating predictable reactions to change and
providing methods for minimizing resistance to change
agent efforts are described such as: alternative media, reward
programs, and bargaining and persuasion; creating readiness
for change; considering resistance to change as an inherent
element of the cognitive transition; considering resistance
forming employees’ behaviour (e.g. withholding participation,
attempting to postpone implementation)

OUTCOME OR
CRITERION issues:
success/failure criteria

- actions required to implement a desired change may evoke

unintended responses like denial and resistance, and

further result in employees experiencing reduced
organisational commitment.

- research into the temporal sequence of events that unfolds

as an organisational change occurs would provide a deeper

understanding of the dynamics of change:

= “context and action are inseparable, theories of change ought
to explain continuity and time must be an essential part of
investigations of change”

»  “the understating and effects of time, process, discontinuity
and context is far from mature” and consequently,
organisational change literature remains underdeveloped.

»  “there are still a small number of process studies of
organisational change that offer a holistic and dynamic
analysis of changing”.

From now on, the following paragraphs aim to describe one promising and broadly

empirically evaluated research field: the occurrence of organisational change and how it

has derived into several new organisational forms. More concretely, the rich debate about

whether organisations can adapt and how organisations survive in the face of change is

going to be analysed.
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2.3. New Organisational Forms: Exploitation and Exploration Dilemma

O'Really & Tushman (2008) argument that a diversity of organisational theories have
emerged around this debate (e.g. punctuated evolution (Tushman & Romanelli, 1985), the
resource based view of the firm (Barney, 1991), dynamic capabilities (e.g., Eisenhardt &
Martin, 2000; Teece et al, 1997)) and they select two major groups with regard to research
on organisational change: “those that argue for adaptation (e.g., punctuated equilibrium,
dynamic capabilities); and those that argue that firms are inert and change occurs through
an evolutionary process of variation-selection-retention.” (0O'Really & Tushman (2008:
186). In this latter perspective, “inertial incumbent organizations are replaced by new forms
that better fit the changed context” as long as environments shift (Barnett & Carroll, 1995).
Tushman and O’Reilly in 1996 proposed that organisational ambidexterity—defined as
“The ability to simultaneously pursue both incremental and discontinuous innovation...from
hosting multiple contradictory structures, processes, and cultures within the same firm (p.
24)—was required for long tern firm survival. Since that time, there has been a
proliferation of interest and research on the topic (e.g. empirical studies, theory papers,

special issues of journals devoted to the topic, review articles).

After reviewing past research in organisational adaptation, O'Really & Tushman (2013)
find the foundations in 60’s decade. Based on the insight that different organisational
forms are associated to different strategies and environmental conditions, Burns and
Stalker (1961) noted that firms operating in stable environments developed what they
referred to as “mechanistic management systems” and in contrast, firms operating in more
turbulent environments developed more “organic” systems with a lack of formally defined
tasks, more lateral coordination mechanisms, and less reliance on formalization and
specialization. However, the seminal article of James March (1991) represents the catalyst
for the current interest in the concept (Raisch & Birkinshaw, 2008). March proposes that
exploitation and exploration are two fundamentally different learning activities and firms
should divide their attention and resources on both activities. March (1991) notes that
“The basic problem confronting an organization is to engage in sufficient exploitation to
ensure its current viability and, at the same time, devote enough energy to exploration to
ensure its future viability (1991: 105).” The mentioned ability will depend not only on
being efficient in their organisational routines but also on being innovative at the same
time (Abernathy, 1978; Hayes and Abernathy, 1980; Tushman & O’Reilly, 1996; Teece et
al, 1997). This balance is related to developing new dynamic processes that enable a fast

reconfiguration of the resource base (Teece et al. 1997, Eisenhardt and Martin 2000,
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Helfat et al. 2007), or a transformation in the nature of activities (Aaker and Mascarenhas,

1984), or the dismantling of current strategies (Harrigan, 1985).

One difficulty highlighted by O’Really and Tushman (2013) when a firm tries to achieve
this balance is that “there is a bias in favour of exploitation with its greater certainty of
short-term success”. Several authors assessed the consequences of a disproportionate
allocation of resources to one activity against the other: a one-sided focus on exploitation
may enhance short-term performance, but it can result in a competency trap because
firms may not be able to respond adequately to environmental changes (e.g. Ahuja &
Lampert, 2001); long-term survival and success depend on an organization’s ability to
“engage in enough exploitation to ensure the organization’s current viability and to engage
in enough exploration to ensure future viability” (e.g. Levinthal and March, 1993);
conversely, too much exploration may enhance a firm’s ability to renew its knowledge
base but can trap organisations in an endless cycle of search and unrewarding change

(Volberda & Lewin, 2003).

Apart from these studies, a broad range of scholars has followed the theoretical
foundations coming from March’s seminal paper and, generally speaking, they coincide in
suggesting that for long-term survival organisations need to accommodate both. Among
too many relevant studies in organisational change, some of them are connected to the aim
of this section of literature review: the form in which firms managed to survive and change
over decades. In this regard, Tushman and O’'Reilly (1996) propose that organisations
need to explore and exploit simultaneously, to be ambidextrous. Their observation “has
led to a very large number of empirical studies exploring whether ambidexterity is
associated with organisational performance and survival, is accomplished through
architecturally separate units or via other means, under what conditions ambidexterity
seems most useful, and how ambidexterity is achieved” (O'Really & Tushman, 2013:4).
Some theoretical underpinnings have also been elaborated on using theories as disparate
as absorptive capacity (e.g. Jansen, Van den Bosch & Volberda, 2005), dynamic capabilities
(e.g. O'Reilly & Tushman, 2008), and organisational learning (Holmqvist, 2004; Kang &
Snell, 2009; McGrath, 2001).

In this sense, the debate around organisational ambidexterity is prominently extensive
and recently, Raisch and Birkinshaw (2008) describe the different contexts in which the
need to reconcile the two orientations have been discussed such as organisational learning
- exploitation and exploration are both associated with learning activities (e.g. Levinthal &

March, 1993; Benner & Tushman, 2003; Mom, van den Bosch, and Volberda, 2007);
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technological innovation - radical and incremental innovation (Benner & Tushman, 2003;
Smith & Tushman, 2005); organisational adaptation - balance between continuity and
change (e.g, Brown & Eisenhardt, 1997; Volberda, 1998); strategic management
(Burgelman, 2002; Volberda, Baden-Fuller & van den Bosch, 2001), and organisational
design - firms may resolve the paradox by combining mechanistic and organic features
(Adler, Goldoftas, & Levine, 1999; Jansen et al. 2005). In contrast, some authors argument
that the initial clarity of the concept and definition of organisational ambidexterity has
been dismissed due to such a proliferation of interest (Nosella, Cantarello and Filippini,

2012).

As has been mentioned before, organisational adaptation, understood as the balance
between continuity and change, is one of the research themes that the debate around
organisational ambidexterity has encouraged. Near to the end of 80’s, the reconsideration
of existing organisational forms based on resolving the paradox boosted what has been
broadly acknowledged as a new organisational forms field (e.g. Romanelli, 1991; Drucker,
1999; Knudsen & Eriksen, 2000; Lewin, 2002). Graetz & Smith (2008) affirm that,
although a substantial body of literature on new forms of organizing forecasted the end of
bureaucracy, some empirical studies, however, “indicate that high-performing
organisations are adopting dual forms of organizing in which the controllability
advantages associated with traditional forms work to complement and support the
responsiveness attributes of new forms of organizing” (2008:2). From the field of duality
theory, Graetz & Smith (2008; 2009) explore the concept of dualities and its salience in the
management of organizing forms. Their underlying foundation is that the organisations’
challenge lies in learning how to manage the tensions or dualities between traditional and
new forms of organizing, a process demanding the arbitration of continuity and change.
Based on that, they provide robust explanation about the nature of dualities, a set of
characteristics, which describe the behaviour of dualities, and, lastly, they offer some
suggestions for arbitrating the tensions that exist in organizing form dualities (Graetz &
Smith, 2008). In regards to the key characteristics of duality thinking, they state
“organizations must wield them if they are to exploit and explore the bidirectional
partnership between continuity (efficiency through operational capabilities) and change
(flexibility and responsiveness through dynamic capabilities).” (Graetz & Smith, 2008; p.11).
Five characteristics of duality theory are portrayed by Graetz & Smith (2008):
Simultaneity; Relational; Minimal thresholds; Dynamism; and Improvisation. Within the
dynamic characteristic, they highlight the Volberda’s empirical illustration of the
connectivity between the dynamic characteristic of dualities and their relational

properties. In this sense: “Volberda (1998) contends that specialized, programmatic
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routines common to traditional forms of organizing are unsustainable when competing in

complex and uncertain environments.” (Graetz & Smith, 2008; p.9).

This section briefly detailed the evolution of theoretical and empirical studies underlying
the dilemma of balancing exploration and exploitation (Figure 5 summaries the main

insights).
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the paradox by combining mechanistic
and organic features (Jansen etal, 2005;
Sheremata, 2000).

Figure 5: Summary of the third section in literature review

2.4. Flexible Organisation

Based on the insights from previous section, now we present main research developments
in organisational flexibility. The literature around organisational flexibility has focused on

how companies can gain and sustain competitive advantages, create capabilities to control
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and influence their environment and manage chaos and adversity. Different approaches
have emerged and empirically show the dimensionality of organisational flexibility (e.g.
Hatum and Pettigrew, 2006), its interaction with firm size (e.g. Kraatz and Zajac, 2001),
and the context specificity of flexible capabilities and organisational design (e.g. Volberda,

1998; Verdu-Jover et al. 2006; Martinez-Sanchez et al. 2009).

The concept of organisational flexibility has received wide attention in the management
literature. It was out of the scope of this research work to make a comprehensive review of
all theoretical and empirical studies developed in this field and to study the developed
theories, models and concepts. The attempt of this section is made to identify in literature,
theoretical and empirical studies addressing the complex nature of such concept and

considering the temporal dimension.

2.4.1. Flexibility at Organisational Level — A Multidimensional Concept

Companies facing the pressures from unpredictable, dynamic, and constantly changing
environments are being compelled to improve their ability of continuously adapting to
new competitive scenarios. Among others, the most common pressures cited in literature
have been demographic changes, a more global economy, the “hyper-competition”
(D’Aveni, 1994) or knowledge-based competition (Daft and Lewin, 1993) which continue
active in the competitive landscape and have been pushing the firms to develop new forms
of organizing (Graetz and Smith, 2008). Such competitive pressures have prevailed in both
industry and academia for a few decades and notions such as ‘adaptive organization’,
‘flexible organization’, and ‘agile enterprise’ have emerged, among other proposals, for
dealing with an uncertain and unpredictable environment (Sherehiy et al. 2007). Although
several approaches exist to define them, as Sherehiy et al. (2007) assert, all these concepts
can be considered as possessing the ability to adjust and respond to change. In this
context, organisational change initiatives grow when it is needed to create a new
competitive advantage or to support a new or an improved aspect of the business

(Englehardt and Simmons, 2002).

Looking through the term flexibility, it must be noted that it appears in a wide range of
literature streams and as Saleh, Mark, and Jordan (2009) mention, “it is a multi-disciplinary
concept that means different things to different people”. In their review, they find a common
ground on which all disciplines agree: “flexibility is needed in order to cope with uncertainty
and change, and it implies an ease of modification and an absence of irreversible or rigid
commitments.” (Saleh et al. 2009; p.307). The scope of this section is focused on

organisational flexibility and its dimensions which have received growing attention from
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both researchers and managers as a key driver for companies to survive and prosper in
turbulent and unpredictable environments (Dreyer and Grgnhaug, 2004) and it is
becoming the new hallmark of organisational excellence (Volberda et al. 2007). Verdu-
Jover and Gomez-Grass point out organisational flexibility as the main capability that
enables companies to face environmental fluctuations, as it makes the organization more
responsive to change (2009: 668). More recently, in their attempt to identify a set of
questions to frame a discourse perspective on the use of “flexibility” as a rationale for
organisational change, Dunford et al. (2013) point out that addressing the concept
flexibility from a discursive perspective is a key element of understanding its uses and effects

(2013; p. 92).

Within management literature, organisational flexibility has been described and analysed
for several decades (Carlson, 1989; Volberda, 1998; Golden and Powell, 2000; Weiss,
2001; Charles and Simmons, 2002; Dreyer and Grgnhaug, 2004; Jones, 2005). Some
definitions have been selected from a broad sample of authors that focus their research on

organisational flexibility such as:

Volberda (1996: 361) “Flexibility is the degree to which an organization has
a variety of managerial capabilities and the speed at which they can be
activated, to increase the control capacity of management and improve the

controllability of the organization.”

Lund (1998: 28) “The ability of the firm to react upon a turbulent
environment with new products and new technological processes on the basis
of integrative organisational forms and a culture oriented towards renewal

and learning.”

The term flexibility appears in a broad range of scientific disciplines since seven decades
ago (Jones, 2005) such as economical view (e.g. Stigler, 1939), employment flexibility
(Atkinson, 1984) or strategic management (Bahrami, 1992) among others. The broad
utilisation of the term flexibility has led several researchers to argue the need for
conceptual clarification (e.g. Golden and Powell, 2000; Volberda, 1998). More concretely,
literature suggests that organisational flexibility can be associated to several managerial
and organisational capacities (operational flexibility, external and internal flexibility,
strategic fit, absorptive capacity, adaptability, responsiveness, etc.). In particular, it has
been associated with various performance outcomes such as gaining and sustaining a
competitive advantage (e.g. Hitt, Keats, & DeMarie, 1998), providing organisations with

the power to control their environment (e.g. Anand and Ward, 2004), the ability to manage
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chaos and adversity (e.g. Grewal and Tansuhaj, 2002) or, achieving innovative capacity

(e.g. Verdu-Jover, Lloréns-Montes and Garcia-Morales, 2005). However, the most prolific

area of studies with regards to flexibility has emerged addressing the broadly spectrum of

flexibility’s dimensions at organisational level. In this field, scholars have addressed and

described several dimensions concerning organisational flexibility (such as, strategic

flexibility, operational flexibility, manufacturing flexibility, etc.). The following table (Table

5) portrays main conceptual research works related to such a multidimensional nature of

organisational flexibility.

Author

Main contribution and research’s scope

Eppink (1978)

Evans (1991)

Bahrami (1992)

De Leeuw and
Volberda (1996)

Volberda (1998)

Golden and Powell
(2000)

Proposes distinct types of flexibility (operational, competitive,
strategic) for each type of change, which minimize the
vulnerability of organisations and their ability to respond.

Incorporates the business environment as the criterion to which
organisational flexibility should be fitted.

Strategic Flexibility
Defines two dimensions of flexibility: temporal and intentional.
Strategic flexibility

Introduces the term “bi-modality” with regards to the trade-off
between opposing  tendencies: centralisation versus
decentralisation, stability versus change, uniformity versus
diversity

Strategic flexibility

Flexibility is not only a management task, but it includes the
organisational design

Organisational flexibility

Proposes a theoretical framework for addressing organisational
flexibility - delineating the three tasks involved in creating
flexibility which need to be balanced dealing with environmental
changes. He proposes three essential dimensions based on those
tasks: flexibility mix (management capabilities), responsiveness
(organisation design) and metaflexibility (absorptive capacity).
Additionally, he offers a toolbox for diagnosing where flexibility
exists and is lacking within an organization and what change
strategy is appropriate.

Organisational flexibility

Extend Evan’s framework in an information technology context
and adds two new dimensions: temporal, range, focus and
intention.

Proposes measurement indicators of these four areas for
flexibility measurement.
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Weiss (2001)

Englehardt
and Simmons (2002)

Dreyer and
Grgnhaug, (2004)

Sanchez (2004)

Hatum and Pettigrew
(2006)

Nadkarni and
Narayanan (2007)

Operationalisation of flexibility

Investigates the determinants of — and the interrelationship
between — two different dimensions of flexibility, tactical
flexibility (the flexibility in adjusting aggregate output over time)
and operational flexibility (the ability to switch quickly between
products).

Propose a two-level structure for having both control of execution
and flexibility for change: organisations can maintain their
operational structure at one level, while experimenting with a
loosely bounded developmental organisational layer.

Strategic flexibility

Their model illustrates that different aspects of flexibility
developed at the level of the firm are suitable for responding to
different factors of uncertainty at the industry level.

Different types of flexibility (volume flexibility, product flexibility,
labour flexibility, financial flexibility) and different balanced forms
of flexibility are required to cope in uncertain turbulent
environments.

Organisational flexibility

Proposes five modes of competences that reflect hierarchy of
flexible capabilities: cognitive flexibility to imagine alternative
strategic logics; cognitive flexibility to imagine alternative
management processes; coordination flexibility to identify,
configure and deploy resources; resource flexibility to be used in
alternative operations; and, operating flexibility in applying skills
and capabilities to available resources.

Each competence mode results from a distinctive kind of
organisational flexibility to respond to changing and diverse
environmental conditions, such as evolving market demands,
technological change and competitive developments in an
industry.

Organisational flexibility

Propose a set of organisational and managerial capabilities that
enable some firms to adapt quickly in a highly competitive
environment - five determinants that are interconnected:
heterogeneity of the dominant coalition, centralization and
formalization =~ of  decision-making, low  macro-culture
embeddedness, environmental scanning, and, a strong
organisational identity.

Organisational Flexibility

Their theoretical model explores the positive empirical
relationship between strategic flexibility and performance in fast-
clockspeed industries. More concretely, they empirically examined
the complex linkages between industry clockspeed, strategic
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schemas, strategic action and performance.

They show how strategic schemas can be operationalized using
causal maps - measurement of two key facets of strategic schemas:
complexity (complex strategic schemas foster strategic flexibility)
and focus (negatively related to strategic flexibility).

Strategic flexibility

Verdu-Jover and Explore the nature of managerial flexibility and analyse its

Garcia-Morales relationship to the organisational responsiveness of firms.

(2009) Develop a methodology to measure flexibility in terms of fit —the
co-alignment of some managerial flexibility practices and the
environment. Offer a scale to measure as a tool for self-diagnosis.
Propose organisational responsiveness as a strategic
organisational capability achieved through managerial flexibility.

van der Weerdt Empirically explore the validity and comprehensiveness of

(2009); van der organisational flexibility theory by structurally measuring and

Weerdt, Volberda, analysing the components of a comprehensive framework within a

Verwaal & Stienstra | large sample of firms.

etal. 2012)

Their theoretical framework specifies the linkages between types
of flexibility and organization design characteristics - a
hierarchical structure with increasing levels of flexibility and
supporting organisational design is proposed.

Organisational flexibility

Table 5: Research studies addressing multidimensional nature of
organisational flexibility

Although multidimensional aspects of organisational flexibility have been addressed by a
substantial body of literature (van der Weerdt et al. 2012), enough empirical evidence
investigating such multidimensionality is limited (Dreyer and Grgnhaug 2004). Based on
said observation, the aim of the following section is focused on reviewing all those
empirical studies that have been carried out in the last two decades in order to explore

some limitations of these approaches.

2.4.2. Complex and Temporal Nature of the Organisational Flexibility

Some of these empirical studies and others more theoretically focused have stressed the
complex nature and multidimensional structure of organisational flexibility (Volberda
1996, Teece et al. 1997, De Toni and Tonchia 2005), which is difficult to define
satisfactorily. This could be the reason that explains the few empirical studies that account
for such complexity (Dreyer and Grgnhaug, 2004). According to Hatum and Pettigrew
(2006), when managers face flexibility, the major difficulty they find is how to accomplish
the change without losing stability and literature is still waiting for models explicating

relationships between flexible capabilities, environmental turbulence and firm
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performance (Sudrez et al. 2003). Additionally, the formula to accomplish
organisational flexibility along the enterprise lifecycle (with a temporal basis)
remains limited (Volberda, 1998; Dreyer and Grgnhaug, 2004; Verdu-Jover and Gomez-
Grass, 2006). Within the context of organisational adaptation, some authors start to
investigate such complexity and the temporal condition of that source of competitive
advantage. In the following paragraphs, some relevant empirical studies are explained
after observing how they address those two aspects. The following table (Table 6)
summarizes a variety of empirical studies facing the complex nature and the interrelations
between variables at organisational level and it highlights the main links with this thesis’

objectives.
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Table 6: Empirical Research — future challenges for organisational flexibility

Authors

Theoretical context

Empirical context

Links with thesis’ focus

Eppink (1978)

Managerial Capabilities: Strategic
Flexibility

3 firms’ exploratory interviews

Environment-strategic fit; multi-dimensionality and
hierarchical nature of flexibility.

Volberda
(1996/1998)

Organisational Flexibility: Managerial
Capabilities, Organisational Design
(responsiveness) and metaflexibility
(absorptive capacity).

3 empirical studies: Philips
Semiconductors, the Dutch
Postbank, and the Dutch National
Gas Corporation

Environment-strategic fit; multi-dimensionality and
hierarchical nature of flexibility.
Proposes the inclusion of time factor for future research

Lund and Gjerding
(1996); Lund (1998);
Gjerding, (1999)

Internal and External Flexibility
Flexible traits / Functional Flexibility

1900 Danish firms

Environment-strategic fit: Suggest a typology of flexible forms
according to environmental characteristics

Dreyer and
Grgnhaug (2004)

Managerial capabilities: Flexibility from
Resource-based view (volume flexibility,
product flexibility, labour flexibility,
financial flexibility, flexibility impact on
performance)

35 companies that went bankrupt
(“failures”) and the 35 most
profitable companies (“survivors”) in
the period 1977-1995.

Inclusion of Time factor: forecast the important challenge of
creating knowledge around the relationship between change
and time.

Anand and Ward
(2004)

Strategic fit and Manufacturing Flexibility
relationship between flexibility and
performance

101 manufacturing firms

The moderator role of environmental fit in the relationship
between flexibility and business performance

Verdu-Jover,
Lloréns-Montes and
Garcia-Morales
(2005, 2006); Verdu-

Managerial capabilities: operational,
structural and strategic flexibility

Link between flexibility and innovation
capacity

417 European firms

Environment-strategic fit: different levels of flexibility and fit
between real flexibility and that required by the environment.
Dimensionality of the concept of managerial flexibility.
Inclusion of Time factor

Jover and Gdémez-

Gras (2009)

Hatum and Organisational Flexibility: Managerial 2 highly flexible and Multi-dimensionality of organisational flexibility.
Pettigrew (2006) capabilities and Organisational Design 2 less-flexible firms

Tan and Zeng (2009)

Flexibility related to exploration:
managerial capabilities balance between
exploitation and exploration (efficiency—
flexibility)

Three periods, 1988, 1992, and 1996,
and for each period, data over
10,000 to 15,000 large and medium
firms in China.

Inclusion of Time factor: take a time-based view of
organisational transformation, speculating that firm strategies
will vary depending on the stage of economic transition.
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According to Eppink (1978), several organisational design characteristics affect how strategic
flexibility reduces the response time to unforeseen detrimental events such as, people involved,
organisational values, structure, decision-making process, degree of formality, management
technology, etc. (Eppink, 1978). In his review of strategic flexibility, Eppink proposes that
strategic flexibility allows organisations to increase their response capacity to unforeseen
environmental change. In his empirical study based on data from three firms’ exploratory
interviews, the multi-dimensionality and hierarchical nature of organisational flexibility are
explored and this author already pointed out the need for comprehensive modelling of

relationships.

On the organisational flexibility context, Volberda (1998) settles the possibility to address such
adaptation process as a sequence of stages allowing the understanding of the key factors of
organisational flexibility with different environmental turbulence levels. The FAR method
(Flexibility Audit and Redesign) developed by Volberda assesses four dimensions and their
constituting variables: environmental turbulence (e.g. uncertainty), flexible capabilities (e.g.
operational flexibility), responsiveness (e.g. provided by cultural organisational design) and
metaflexibility (absorptive capacity). After obtaining the resulting level of flexibility of each
organisation and evaluating various indicators of performance, Volberda proposes strategic
change options for each organisation. This measurement system is tested in three large
organisations that represent three examples of the likely trajectories (routinization and
revitalization) towards flexibility: Philips Semiconductors, the Dutch Postbank, and the Dutch
National Gas Corporation (Volberda, 1996:370). Volberda (1998) anticipates the possibility of
modelling the adaptation process from a dynamic point of view: “Flexibility is not a static
condition, but it is a dynamic process. Time is a very essential factor of organisational flexibility.”

(Volberda, 1998:235).

Another interesting empirical study focused on organisational flexibility is found in the working
papers developed by Lund and Gjerding (1996) and Lund (1998). In the first one, a survey data
on 1,900 firms within the Danish private business sector, during the mid-1990s, is analysed in
terms of an index, which classifies the surveyed firms according to smaller and higher degrees of
flexibility. Their study analyses the flexibility of firms in terms of technical innovation, work
organisation, human resource management and the firm’s external relationships. They
employed the following definition of flexibility: “Flexibility is the capacity based on learning

structures and processes to respond with new products and technology to a changing environment”
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Lund & Gjerding (1996:13). They operationalized such a definition into a flexibility measure
that distinguishes between smaller and larger degrees of flexibility, where a firm is seen as more
or less flexible based on its internal or external flexibility ratios. The result is an index on
flexibility with values in the range of 0-14, and the distribution of the 1,900 respondents is close
to the bell-shaped normal distribution. Among their interesting results (Lund and Gjerding,
1996: 28), the following may be highlighted: medium-sized and large firms tend to be more
flexible than small firms, and manufacturing firms tend to be more flexible than
nonmanufacturing firms; among the more flexible firms, routine work has decreased and intra-
organisational co-operation increased in far more instances than among the less flexible firms;
and, the firms’ position at the flexibility continuum is strongly correlated with different
competitive circumstances. These authors suggest analysing the firms as belonging to different
typologies in a similar way that Volberda proposes (Volberda, 1998). They found that firms,
which exist in a stable environment, experiment a certain monopoly position that does not
promote major organisational changes. Other extreme groups of flexible firms they define is
represented by a number of firms that are following a dynamic path while they experiment a
much sharper competition; that means they combine new technology with product innovation
and a modern type of organisation based on learning and decentralisation. In between these two
extreme groups, some firms exist with medium level of flexibility and experience an
intensification of competition (Lund and Gjerding, 1996: 28). A future research approach that is
proposed by Lund and Gjerding is based on overcoming the static nature of their analysis by
evaluating changes and directions of changes in innovation, technology, organisational structure,

performance, and the interplay between those factors (1996: 29).

Based on the aforementioned study, Lund (1998) tends to operationalize flexibility as
manifested in internal dimensions of structure, culture, processes, and external dimensions such
as technology and product market innovation. Organisational flexibility was defined by Lund
(1998) as the ability of the firms of react upon a turbulent environment with new products and
new technological processes on the basis of integrative organisational forms and a culture oriented
towards renewal and learning (Lund, 1998:3). This author empirically observed an organisation
that had been identified in Lund and Gjerding (1996)’s study as ‘highly flexible”. After
interviewing its managers and employees, his results showed that flexibility of those external
and internal dimensions combined, are linked to the fulfilment of customer expectations,
integration of new technology, the same output with less resources, multiskilling and product
innovation. Similarly to what Lund and Gjerding (1996) envisioned about a typology of flexible
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firms, Lund concludes that the dimensions of flexibility (internal, organisational and external,
product/market and technological) gave the basis for constructing four types of firms called
respectively static, flexible, innovative and dynamic (Lund, 1998:6). The static firm deploys
small organisational and product/market and technology levels of flexibility while the dynamic

firm represents larger levels on both flexibility scores.

In their empirical study, Dreyer and Grgnhaug (2004) aim at studying the impact of flexibility on
performance and develop a model that can help managers cope with two types of balancing
problems: balancing different types of flexibility (sometimes in conflict such as, for instance,
giving higher priority to financial flexibility than to volume and product flexibility) and
balancing the need for flexibility with the need for continuity in order to utilise their firms’
resources most efficiently (Dreyer and Grgnhaug, 2004). These authors already pointed out that
despite a wealth of conceptual articles dealing with the multidimensional aspects of
organisational flexibility, the number of empirical studies investigating such
multidimensionality remained limited (Dreyer and Grgnhaug 2004:485). Consequently, the
model they develop, based on integrating the resource-based view and contingency theory, was
empirically tested in a sample of 35 companies that went bankrupt in the period 1977-1995,
and the 35 most profitable companies in the population in the same period in Norway. Among
their empirical findings, they demonstrate the ability of the model to identify relevant skills in
the industrial context studied as well as they show that it is possible to achieve sustained
competitive advantage in highly uncertain environments (Dreyer and Grgnhaug 2004:492).
Dreyer and Grgnhaug (2004) forecast the important challenge of creating knowledge around the
relationship between change and time concretely, understanding when to change to remain

competitive.

Anand and Ward (2004), focusing on what has been largely missing, a practical advice on which
types of flexibility best fit with the various dimensions of environmental instability and
empirical evidence of such fit, decide to address the issue through identifying the manufacturing
flexibility approach that will best help the firm to cope with those conditions. They focus on
mobility - transitions in volumes and design- and on range - product variety and features that a
plant is geared to offer- as part of manufacturing flexibility. The importance of environmental fit
in moderating the relationship between flexibility and business performance is revealed through
a survey of U.S. manufacturing firms conducted in 1994: 101 public and private manufacturing

firms from three different sectors (fabricated metal products, electrical devices and electronic
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controls). According to Anand and Ward, evidence about fit does indeed explain a significant
amount of variance in performance is provided. In fact, fit as measured by moderation appears

to account for more variance than flexibility itself (Anand and Ward, 2004:26).

A relevant empirical study in the field of organisational flexibility has been conducted by Verdu-
Jover and their collaborators who have contributed to extend organisational flexibility research
in management literature in terms of measurement with several papers. Verdu-Jover, Llorens-
Montes and Garcia-Morales (2005), after compiling and overviewing the most relevant research
studies that analyse the relation between flexibility and innovation, find that the taxonomy on
flexibility is very extensive, due to the fact that this concept is widely applied to different areas
of the organisation (Verdua-Jover et al. p.143). Then, their focus was on operative, structural and
strategic flexibility. These authors were able to examine a large trans-national sample of firms,
which has been the source of important ideas regarding certain determinants related to
innovative capacity. They argue that innovative capacity and innovativeness, can be used as
measures of the success in the fit of the levels of strategic flexibility. Based on the study of 417
European firms from three different sectors with a marked orientation towards manufacturing
and technology management (chemicals, electronics and vehicles), they confirm that innovative
capacity is usually contingently linked to the business capacity of interacting with the
environment. Verdud-Jover et al. (2005: 138), taking the basis of previous research works as
Volberda (1998) and Lund and Gjerding’s studies, measure four aspects of organisational
flexibility: flexibility mix, innovativeness, capacity to innovate and general company data.
Concluding their research, they point out as future research to studying the relation of flexibility,
as a dynamic capacity, with other factors such as learning and knowledge. The same authors
address other aspects of flexibility in their following study one year after. With the same
empirical database of the previous work, Verdu-Jover, Llérens-Montes and Garcia-Morales
(2006), study the impact of the dimensions of business flexibility on the performance of large
and small firms. They find that there are significant differences between large and small firms
with regards to operative flexibility, strategic flexibility, financial flexibility, and performance:
while large firms achieve a better co-alignment of their current flexibility with that required by
the environment in their different dimensions (structural, operative, and strategic), small firms
have higher levels of metaflexibility but align their flexibility mix to a lesser extent, which is, in
turn, linked to a lower performance level. Verdu-Jover, et al. (2006) argue that such a greater co-
alignment by the large firms may be mediated by a greater financial flexibility. A third research
study led by the same author, Verdud-Jover and Gomez-Gras (2009), which uses the same sample
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of European firms, attempts to overcome some of the previous limitations in the notion and
dimensionality of the concept of managerial flexibility in organisations (2009:682). They
provide a measurement scale for organisational responsiveness that allows managers to
integrate contextual and internal variables in the same variable while simultaneously taking into
account the range, cost and speed dimensions of flexibility. Verdd-Jover and Gémez-Gras (2009)
state that despite that their findings capture the company behaviour at one moment of time, the
overall construct of flexibility condition should be studied throughout time since the companies

operate in turbulent environments.

In the context of searching for organisational flexibility determinants, Hatum and Pettigrew
(2006) decide to address an uncovered research field in terms of empirical focus: research into
adaptive processes in emerging countries (empirical literature on organisational innovativeness
and flexibility has been mainly focused on cases or companies in developed countries). The
companies under study are embedded in a particular national business environment: the
Argentinian context in the period 1989/1999. The analysis of Hatum and Pettigrew (2006)
provides insight into the process of adaptation in emerging countries, clarifies the process of
organisational flexibility in family-owned businesses, and reveals some of the characteristics of
flexibility’s content and process. These authors took as theoretical basis three areas of literature:

organisational flexibility, organisational innovativeness and institutional embeddedness.

Recently, Tan and Zeng (2009) examine the managerial implications of resource utilization in a
historical context (based on a large sample of state-owned enterprises-SOEs) in China. They
investigate whether the level of resource utilization contributes to or inhibits firm performance
during the transition toward a market economy based on their purpose of extending the
efficiency-flexibility debate to other environmental settings such as emerging market economies
undergoing turbulent transitions (2009:571). Their research takes the basis of the positive role
of flexibility on firm performance because it raises the firm’s sensitivity and adaptability to
environmental changes, and it facilitates organisational exploration. Tan and Zeng argue that
such “an adaptive process implies that the balance between exploitation and exploration (and the
requirement for flexibility and efficiency) may be dependent on the stage of evolution of the
organization, i.e., it is stage-dependent” (2009: 570). Therefore, they propose a stage-dependent
model of resource utilization which contributes to dynamic capabilities and consequently, to
firm performance due to such “time-varying dimension” (Tan and Zeng, 2009; p.570). Their

results consistently reveal that the way different resources and the levels of their utilization
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affect firm performance depend on the stage of organisational transformation, which represents

a major new insight.

There exist other empirical studies worthy to mention that have contributed to the
understanding of organisational flexibility by providing empirical evidence. However, these
studies adopted a different focus than the above studies. For example, Sak and Taymaz (2004)
focus their study on small firms. They compare the degree of flexibility in small and large firms
measuring four aspects/sources of flexibility (based on Weiss’ work, 2001): in technology, in
labour, systemic flexibility, and dynamic flexibility. By using the data on Turkish manufacturing
firms, these authors identify the factors that determine the difference between small and large
firms. After analysing a panel data on all manufacturing establishments (employing at least 10
people) in the period 1993-2001, Sak and Taimaz conclude (2004:12) that that there is no
difference in manufacturing flexibility and there is almost no difference in labour flexibility
between small and large firms (large firms could even have higher wage flexibility and intensive
work arrangements). However, their analysis concludes that there are some differences in
“external” aspects of flexibility. Large firms tend to benefit from subcontracting as being mostly
“contractors”, and small firms are more likely to be subcontractors. The most important
difference between small and large firms is observed in the case of dynamic flexibility, i.e., the
entry, exit and growth processes. Small firms enter to and exit from the market at much higher
proportions, and those small firms that can survive achieve very high growth rates. This
represents the dynamic flexibility in small firms and in this sense, SME-support policies should,
as Sak and Taymaz mention, aim at making this process more efficient by providing resources
for fast-growers and avoiding a good deal of support for firms doomed to fail. SME-support
policies should encourage experimentation (entry) and entrepreneurship without stigmatizing

business failures.

In collating the research in organisational flexibility, Jones (2005) identifies three characteristics
defining it: proactivity, adaptability and resilience. Supported by literature review of main
authors in the field of organisational flexibility (e.g. Volberda, 1998; Golden and Powell, 2000;
Weiss, 2001), she aims to explore whether the components of flexibility vary in their
relationship with performance outcomes (Jones, 2005:40). Jones also anticipates that these
three characteristics are not equally recognised in the practical management or firms may place
more emphasis on one of them than others may. The author points out that such a prevalence

may limit the overall flexibility of an organisation. She suggests that “a broader view of flexibility
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for managers could involve enhancing the organisation’s ability to generate alternative scenarios
for future events, the ability to respond and adapt structures and processes effectively to changes,

and the ability of the organisation to withstand external shocks and stress.” (Jones, 2005; p. 41).

In the same context, connecting flexibility to performance, the empirical study of Nadkarni and
Narayanan (2007) suggests a positive empirical relationship between strategic flexibility and
performance in fast-clock speed industries. As they uphold, their study represents one of the
first empirical works integrating industry, cognition, strategic actions, and firm performance
constructs. The research challenge faced by Xie and Ye (2008) addresses the exploration of the
integration of the management strategic capacities (operational, structural and strategic
flexibility) into the management functions and processes strengthening the company’s dynamic
capabilities to respond to the changes under the complexity environments. Their empirical study
of 204 manufacturing firms in the Pearl River Delta in Guangdong Province (whose
marketization is relatively higher and economy develops more rapidly) shows that, in the
process of improving enterprise performance, special attention should be paid to the role of
environment, operational flexibility and strategic flexibility on different levels of environmental
dynamisms to promote improving enterprise performance. They confirm that operational and
strategic flexibility are positively related to enterprise performance in static/medium and

dynamic competitive environments respectively.

In the field of how flexibility influences innovation performance, Martinez-Sanchez, Vela-
Jiménez, Pérez-Pérez, De Luis Carnicer (2009) focus on the influence of internal and external
workplace flexibility (at strategic business unit level) on innovation performance and more
concretely, on the moderator effect of inter-organisational cooperation in the characteristics
that influence the innovation process. They choose workplace flexibility based on their belief
that it is more related to inter-organisational cooperation than flexibility dimensions, and because
it constitutes a platform to build other levels of flexibility (Martinez-Sanchez, et al. 2009:538).
Among their findings, the impact of functional flexibility on innovation performance, greater in
high-cooperative firms than in low-cooperative firms, reinforces the need to internalize some

innovation activities even in cooperative environments.

Some authors have stressed the notion of strategic fit. There exist different levels of flexibility
which depend on the fit between real flexibility and that required by the environment (e.g. Lund,
1998; Verdu-Jover etal. 2005). Zajac et al. (2000) used contingency theory in a multi-contingent

environment-strategy fit defined as strategic fit. Organisational flexibility can be viewed as
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strategic fit. Zajac et al. (2000) develop and test a dynamic perspective on strategic fit that
relates organisational and environmental factors (e.g. distinctive competencies and resource
advantages) with changes in a firm’s strategy and the performance implications of such changes
(Zajac et al. 2000:448). Their proposed view applies a dynamic perspective on the time frame,
assumes a multivariate relationship, considers Organisational Strategy as the dependent
variable and, Environmental Factors and Organisational Contingencies as the independent
variables, and finally, assumes that fit is largely unique depending on differences in

Organisational Contingencies (Zajac, et al. 2000:431).

As has been described above, several authors mention the importance of temporal dimension in
future analysis of organisational flexibility. An important contribution of the temporal lens and,
more specifically, the Ancona, Goodman, Lawrence and Tushman article (2001) is to refocus the
attention on using time lens in addition to the broadly applied strategic design, political, and
cultural lens. They point out to use the temporal lens in conducting organisational research.
Within organisational behaviour literature, the strategic design lens focuses on designing
strategies that "fit" the environment and the structure of the firm and on looking for further
congruence among organisational components; the political lens focuses on power, influence,
and conflict; the cultural lens focuses on norms, meaning, artifacts, and values. These authors
argue and fundament that the new temporal lens helps to think not just about processes and
practices but also about how fast they are moving (e.g. Huy, 2001), their trajectories over time
(e.g. Lawrence, Winn, & Jennings, 2001), and the historical positions they take on the continuum

of time (e.g. Blount & Janicik, 2001).

Ancona et al. (2001) address their exploration by focusing on planned organisational change. It
means to explore when we might expect changes in outcomes if an organisational intervention is
introduced. He states that in order to advance our understanding of when, two important
challenges should be faced (2001:655): to build minitheories about the time lags in the observed
research and to design the research under the framework of the “when” question. The first
challenge is, to build "minitheories" about lags in the specific research concerns the use of tools
such as the nature-of-work variables (e.g., visibility of results, constraints) and positive feedback

cycles as examples of tools that can help explain lags in the organisational change (2001:653).

As a summary, Ancona et al. (2001) point out the advantages of using the temporal lens. First,

by using the language of time in addition to other analytical methods will sharpen the contextual
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understanding of the research. At a second level, throughout temporal lenses models of

temporal research at the individual, group, and organisational can be seen.

2.4.3. Summary of Review in Section Four

This section briefly describes the main results coming from empirical studies addressing
complex and multidimensional nature of organisational flexibility (Table 7 summaries the main

insights and some research gaps that remain uncovered).

Table 7: Summary of fourth section in literature review

Research subject on

Organisational Flexibility Main insights and future research

A multidimensional -It can be associated to several managerial and
concept organisational capacities (e.g. operational flexibility,
external and internal flexibility, etc.).

It has been associated with various performance
outcomes (e.g. gaining and sustaining a competitive
advantage providing organisations with the power to
control their environment, the ability to manage chaos and
adversity or, achieving innovative capacity).

The most prolific area of studies has emerged addressing
the broadly spectrum of flexibility’s dimensions at
organisational level such as, strategic flexibility,
operational flexibility, manufacturing flexibility, etc.

Although multidimensional aspects of organisational
flexibility have been addressed by a substantial body of
literature, enough empirical evidence investigating such
multidimensionality is limited.

Complex nature of the - When managers face flexibility, the major difficulty they
organisational flexibility: find is how to accomplish the change without losing
multi-dimensionality and stability. Literature 1is still waiting for models
hierarchical nature of explicating relationships between flexible capabilities,
flexibility. environmental turbulence and firm performance.

Overcoming the static nature by evaluating changes and
directions of changes in innovation, technology,
organisational structure, performance, and the interplay
between those factors

The important challenge of creating knowledge around the
relationship between change and time concretely,
understanding when to change to remain competitive.

The addition of elements such as organizational structure
and technology investments in explaining performance.
More important is to recognize the importance of
environmental fit when considering flexibility.

Comprehensive modelling of relationships is still lacking.
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The inclusion of time factor - The possibility of modelling the adaptation process from a
for future research: Some dynamic point of view: Flexibility is not a static condition,

authors proposed the but it is a dynamic process. Time is a very essential factor
temporal condition of that  of organisational flexibility.

source of competitive - A proposed view that applies a dynamic perspective on
advantage. the time frame, assumes a multivariate relationship,

considers Organisational Strategy as the dependent variable
and, Environmental Factors and Organisational
Contingencies as the independent variables, and finally,
assumes that fit is largely unique depending on differences
in Organisational Contingencies.

- The overall construct of flexibility condition should be
studied throughout time since the companies operate in
turbulent environments.

- Results consistently reveal that the way different resources
and the levels of their utilization affect firm performance
depend on the stage of organisational transformation,
which represents a major new insight.

- A broader view of flexibility for managers could involve
enhancing the organisation’s ability to generate
alternative scenarios for future events, the ability to
respond and adapt structures and processes effectively to
changes, and the ability of the organisation to withstand
external shocks and stress.

The formula to accomplish organisational flexibility
along the enterprise lifecycle (with a temporal basis)
remains limited.

2.5. Summary

The purpose of this chapter was to explore how new organisational forms have emerged coping
with organisational change by achieving the required balance between exploration and
exploitation. A brief review of several theoretical frameworks that guide on organisational
change is the first step of this review process based on a practical selection. The selected
theoretical studies dealing with organisational change have provided a general view of its
uncovered research opportunities for organisational analysts. The temporal condition appeared
in this schema as one of the approaches that still remain uncovered in organisational change
literature (Pettigrew et al. 2001). Among the six interconnected analytical issues that they
propose as future research lines, the inclusion of time, history, process, and action in

organisational change research fits with the proposed objectives of the present thesis.
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The following step aimed to describe one promising and broadly empirically evaluated research
field: the occurrence of organisational change and how it has derived into several new
organisational forms. More concretely, the rich debate about whether organisations can adapt
and how organisations survive in the face of change is analysed. A singular remark is devoted to
the main theoretical and empirical studies on the research paradigm of Organisational
Ambidexterity. A broad range of scholars has followed the theoretical foundations coming from
March’s seminal paper (March, 1991) and they coincide in suggesting that for long-term survival
organisations need to accommodate exploration and exploitation. Relevant studies in
organisational change are explored with the aim of discovering the form in which firms managed
to survive and change over decades. Within the theory of organisational adaptation,
organisational flexibility - as the ability to adapt quickly to new or changing environments -

appears as an optimal condition for accomplishing this balance.

The third review of literature concerns the organisational flexibility that has received wide
attention in the management literature. The attempt is made to identify in literature, theoretical
and empirical studies addressing the complex nature of said concept and considering the
temporal dimension. Different approaches have emerged and empirically show the
dimensionality of organisational flexibility (e.g. Hatum and Pettigrew, 2006); its interaction with
firm size (e.g. Kraatz and Zajac, 2001; Sak and Taymaz, 2004); the context specificity of flexible
capabilities and organisational design (e.g. Volberda, 1998; Verdu-Jover, et al. 2005; Martinez-
Sanchez, et al. 2009); its interaction with innovation capacity (e.g. Verdu-Jover and Gémez-Gras,
2009); the need of strategic fit between environmental characteristics and organisational
flexibility level (e.g. Anand and Ward 2004, van der Weerdt, 2009). As consequence of the
review process, we were able to reveal that a substantial body of literature has addressed
multidimensional aspect of organisational flexibility but empirical evidence investigating such
multidimensionality remains limited. Based on such observation, several empirical studies were
reviewed in order to explore the limitations of these approaches in addressing such complexity.
First, some authors have stressed the complex nature of organisational flexibility and the lack of
empirical studies accounting for such complexity (Dreyer and Grgnhaug 2004). Addressing
organisational flexibility requires discovering and defining the main variables that form the level
of organisational flexibility and, the interrelationships between its components (e.g. Hatum and
Pettigrew, 2006; van der Weerdt et al. 2012). Second, the review has identified some authors
claiming that organisational flexibility is dependent on the temporal dimension (Volberda, 1998;

Golden and Powell, 2000; Tan and Zeng, 2009). The temporal dimension of flexibility is the
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ability of an organisation to adapt within a given time frame (Golden and Powell, 2000). For
example, strategies that seem to provide dynamism may become sources of rigidity at another
stage without a temporal dimension (Oliver, 1991). Literature is lacking the evaluation of the
time path of organisational change strategies aimed to achieve the different levels of

Organisational Flexibility.

We conclude this section with the following: organisational flexibility helps companies to
effectively achieve the balance between change and stability, exploration and exploitation,
thorough the implementation of change initiatives in its dimensions. Due to it being a

multidimensional concept, it needs to be observed with systemic and time lens.

In the next chapter, the methodological approach proposed in this thesis to extend our
understanding of organisational flexibility, will be explained in detail. My focus is Volberda’s
(1998) theory on organisational flexibility, in which organisations explore their deficit or
surplus in flexibility level once the environment changes and set a new desired balance for the
organization to achieve, undergoing routinization and revitalization strategies. We examine his
theory in detail, formalizing it to investigate how well the theory accounts for the phenomena its

authors set out to explain. This exercise will allow some constraints to be discovered.
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3. ADYNAMIC MODEL ON ORGANISATIONAL FLEXIBILITY

3.1. Introduction

Based on the reviewed literature, two new dimensions seem to be crucial in order to overcome
the aforementioned limitations: the temporal and the systemic dimension. This section aims to

provide some guidance for addressing the research challenges that this thesis aims to cover.

Considering the complexity concerns and the lack of comprehensive modelling of the
'organisational flexibility' concept, this thesis employs system dynamics modelling (e.g. Sastry,
1997; Sterman, 2000; Repenning, 2002; Warren, 2005) to develop a more robust theoretical
description of an extant theory. In order to improve the understanding of existing explanations
of organisational flexibility, we adopted a similar approach to Sastry’s research (1997). The
objective of the model is to offer a more robust description of organisational adaptation to

changing environments validated with selected simulations.

The selection of System Dynamics as a simulation technique to explore the theory whose results
will help to validate dynamic propositions, is firstly explained. After that, the theoretical baseline
of organisational flexibility proposed by Volberda are explored and translated to stock and flow
variables of a causal diagram. The further formalization of the variables and their interactions is
developed and presented thirdly. Finally, the validity tests are elaborated and explained in this

chapter followed by the discussion section.

3.2. System Dynamics as Methodology for Modelling Organisational Flexibility

The selected research approach is based on systems modelling of organisational dynamics and
the first steps are based on Sastry’s research, as mentioned above. Although several approaches
based on System Dynamics application have developed more robust theories (section 3.2.3),
Sastry studies discontinuous or punctuated organizational change by modelling organizational
change as a function of organization environment fit. In Volberda’s framework, the environment
fit is a key driver for the change strategies needed to achieve the desired flexibility level, or in

other terms, to increase the adaptation capacity of organisation.

According to Sastry, this technique complements existing research methods for examining
organisational change in several ways (Sastry, 1995:19). Her arguments justifying the utilisation
of system dynamics for her research purposes furthermore form the basis to highlight that
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System Dynamics is relevant for examining the theoretical insights concerning Organisational

Flexibility:

e Sastry arguments that “the exercise of formalizing and simulating the theories constitutes
a test of those theories” (1995:19). Volberda’s theory has been selected for the present
analysis, grounded in the original texts. The motivation lies on its relevance in the
organisational change field, which, despite being largely cited in literature, the
development and testing of the theory has been limited due to its complexity (Suarez et
al, 2003; Dreyer and Grgnhaug, 2004). The published explanation of a present theory is
examined which “presents an explicit causal argument about the forces that shape
organisational evolution” (Sastry, 1995; p. 19) - more concretely, organisational
flexibility. In this thesis, formal modelling is used for exploring Volberda’'s theory on
organisational flexibility instead of demonstrating my own theories; thus, an additional
degree of rigor is ensured (Sastry, 1995). In the same context, Harrison, Lin, Carroll &
Carley (2007) argument that by relying on formal modelling, simulation imposes
theoretical rigor and promotes scientific progress.

e The formalization of Volberda’s theory allows extending the understanding of the
flexibility evolution at organisational level as long as the environment changes. We are
applying formalization to causal arguments since “when [they]| are formalized, their
assumptions are made more precise and less ambiguous” (Sastry, 1995; p. 19);

e Furthermore, such evolution depends on specific aspects of organisational decision
making highlighted by Volberda that must be explored as continuous processes, rather
than from a static perspective. The choice of SD simulation models is based on one of its
benefits: it “allow[s] dynamic causal theories to be depicted, showing patterns of human
and organisational behaviour over time [...]. In so doing, [...] aspects of organisational
decision-making, [...], that are usually de-emphasized in discrete-time models” can be
explored (Sastry, 1995; p. 22).

e Last, but not least, Sastry states that a system dynamic model allows that findings from
research on behavioural decision-making could be incorporated. Such as for instance, the
continuous-time approach that captures cumulative pressures, thresholds required for
future action, and varying time lags. Additionally, the model represents explicitly the
time required for information to be gathered, decisions to be made, change to be

implemented, and goals to be adjusted (Sastry, 1995:22). The model developed and
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presented in this thesis offers several “representations [that] are empirically testable
hypotheses about organisational decision-making”. Because they are based on existing

behavioural decision research (Sterman, 1994), concerns about validity are mitigated.

Having explained the underlying argument of this thesis’ approach, the following sub-sections
aim to describe the strengths and weaknesses of SD as a simulation technique accompanied by
detailed descriptions of several simulation models developed within a system dynamics

framework as an attempt to create or extend existing theories.

3.2.1. Simulation Methods

“The specific advantages of model-driven experimentation are the possibility of
examining the dynamics of a system of interconnected statements and to study its
long-term implications in terms of the phenomena of interest.” (Larsen and Lomi,

2002: 284)

“Simulation is now used routinely throughout the natural and social sciences, hailed as
a ‘third branch of science’ [...]. Indeed, simulation is now essential to progress in many
disciplines, from the dynamics of galaxy formation to the folding of proteins, from
understanding how society can respond to pandemic influenza to policy design to

mitigate global warming.” (Sterman, 2007: 90)

“Because organizations are complex systems and many of their characteristics and
behaviours are often inaccessible to researchers, especially over time, simulation can
be a particularly useful research tool for management theorists” (Harrison, Lin,

Carroll, & Carley, 2007).

In their attempt to encourage management scholars to use simulation methods, particularly in
the theory development field, Harrison et al. (2007) provide an explanation and overview of
simulation methodology including, among other aspects, benefits of formal models in general
and benefits of simulation based work. These authors based their research on the following
statement: “Traditional approaches to theory development are limited in their ability to analyse
multiple interdependent processes operating simultaneously.” (Harrison et al. 2007; p. 1229). As
they explain, this is due to, on the one hand, “processes involved may interact in complicated and
unforeseen ways” and on the other hand, “the interactions typically produce nonlinear system

behaviour with feedback”.
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A variety of benefits that simulation analysis offers for developing theory and guiding empirical
work are highlighted in Harrison et al.: it allows to explore the behaviour of complex systems
and most importantly, it can examine the consequences of theoretical arguments and
assumptions, generate alternative explanations and hypotheses, and test the validity of
explanations (2007; p. 1243). In the same context, Davis, Eisenhardt & Bingham (2007a) also
endorse that the simulation method appears as a powerful method for sharply specifying and
extending extant theory in useful ways (Davis et al, 2007a:480). More concretely, researchers in
favour of this type of method mention that “simulation can provide superior insight into complex
theoretical relationships among constructs, especially when challenging empirical data limitations
exist” (Zott, 2003); or “[it] can provide an analytically precise means of specifying the assumptions
and theoretical logic that lie at the heart of verbal theories” (Carroll & Harrison, 1998; Kreps,
1990); or “[it] can clearly reveal the outcomes of the interactions among multiple underlying
organisational and strategic processes, especially as they unfold over time” (Repenning, 2002).
Davis et al, (2007a) also note that there exist some researchers (e.g. Fine & Elsbach, 2000;
Rivkin, 2000) who are not in favour of simulation methods mentioning that “simulations are
simply ‘toy models’ of actual phenomena” and “[they] often yield very little in terms of actual
theory development”. This constitutes one of the research motivations for Davis et al.’s study. In
their view, a lack of clarity about the simulation method and its related link to theory
development causes limited understanding within the broad research community (Davis et al,

2007a:481).

Regardless of their benefits, it must be noted in which circumstances any simulation method is
more suitable for the proposed research aims. Using simulation is particularly effective when the
research question involves a fundamental tension or trade-off (e.g. temporal - such as
short/long-run implications; structural - too much structure versus too little; or spatial - near
versus far away (Davis et al. 2007a:485). Such tensions, as Davis et al. explain, “often result in
nonlinear relationships (e.g. tipping point transitions and steep thresholds), which are difficult to
discover using inductive case methods and difficult to explore with traditional statistical

techniques”.

Based on these findings, the present research aims to evaluate the consequences of how
companies solve the fundamental ‘structural’ and ‘temporal’ tensions that organisational

flexibility implies (change versus preservation). Therefore, the simulation method perfectly fits
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into this thesis’ objectives since it allows it to reveal the outcomes of the interactions among

multiple underlying organisational and strategic processes, especially as they unfold over time.

When looking at simulation methods, agent-based modelling appears probably as the most
cited in many current simulations in management theory. In their research paper, Harrison et al.
(2007) point out three commonly used types of simulation models: (1) agent-based models, (2)
systems dynamics models, and (3) cellular automata models. Harrison et al.’s typology fits into
the classification made by Davis et al. (2007a). The latter provide their own typology - a fine-
grained mapping that accurately relates to the major approaches that are used in the
organisations and strategy literature - which reflects the most frequently used categorization in
the relevant extant research (2007a: 485). In the following table (Table 8), a comparison of
simulation approaches is presented based on Harrison et al. and Davis et al.’s explorative
studies. Given the scope of this thesis, we have decided to limit the provided description of these

approaches up to subjects such as their focus or their common research question they addressz.

Harrison et | Davis et al. | Main authors Focus
al. (2007) (2007a)

Sastry (1997), Behaviour of a system with complex
Sterman, Repenning, causality and timing.

System Dynamics & Kofman (1997),

Repenning (2002),
Rudolph &
Repenning (2002)
Emergence of macro patterns from
Cellular automata Lomi & Larsen micro interactions via spatial processes
(1996) (e.g., competition, diffusion) in a
population of agents
NK fitness | Levinthal (1997), Speed and effectiveness of adaptation of
landscapes | Gavetti & Levinthal modular systems with tight versus loose
(2000), Rivkin coupling to an optimal point
(2000), Rivkin &
Siggelkow (2003)
Agent-based Genetic Bruderer & Singh Adaptation of a population of agents

models algorithms | (1996), Zott (2002) (e.g., organisations) via simple learning

to an optimal agent form

Stochastic | March (1991), Carroll Flexible approach to a wide variety of
processes & Harrison (1998), research questions, assumptions, and
Zott (2003), Davis, theoretical logics.

2 . . .
For more inf