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Abstract

Implementation 1s the most important stage in the strategic decision making process
(Taslak, 2004; McNeilly, 2002). However, many of the previous studies on
implementation have tocused on the first stage of the strategic decision making
process. Furthermore, these studies have only been conducted in Anglo-Saxon
countries. Therefore, the question was raised whether the implementation process and
the factors affecting its outcome within banks in Jordan are different to those in
organisations which operate 1n Anglo-Saxon countries. Consequently, more research
1S needed 1nto the implementation stage as opposed to the decision making stage and
the need was perceived to investigate the implementation process in organisations

operating in different countries.

This thesis 1s one of the first studies to investigate the nature of the implementation
process of strategic decisions outside Europe and North America. It 1s applied to three
banks in Jordan and investigates the criteria used in these banks to measure the
outcome of the implementation process. It also explores the factors which may atfect

this outcome either positively or negatively.

A qualitative approach was followed in this thesis. Twelve strategic decision case
studies were studied and fifty-eight semi-structured interviews, observation, and
documentation research were conducted to collect the data of this study. Data analysis
revealed that managers within banks in Jordan partially hold the same definition of
implementation as managers from Anglo-Saxon countries. Six criteria, one of which
had not been identified in the prior research, are used to measure the outcome of the
implementation process. Four factors are used to explain the nature of this process,
whilst nine factors are deemed to affect the outcome of the implementation of
strategic decisions. Two out of the four factors used to explain the implementation
process are new to this area of research and to our knowledge have not been

investigated 1in any existing studies.
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CHAPTER ONE

INTRODUCTION

1.1 Introduction

Organisations operate in a dynamic, turbulent and aggressively competitive
environment, characterised by rapid change and uncertainties (Hickson. 19953:
Schwarz, 2005; Mason, 2007). Therefore, organisations must be aware of anv changes
that occur in both their internal and external environment, especially with regards to
the globalised context in which many organisations operate, and must respond to them
effectively by applying the appropriate procedures in order to face up to those
changes. As Ulrich (1998, p. 130) comments, “the pace of change today, because of
globalisation, technological innovation, and information access, is both dizzying and

dazzling”.

One of the key tools which organisations can use to face those changes is adopting
strategies or strategic decisions. According to Johnson et al. (2008). organisations use
strategic decisions to either grasp new opportunities or to overcome any Serious
problems they face. Strategies are considered one of the most important tools which
an organisation uses to sustain and maintain its success and profitability (Hitt er al.,
2005). Furthermore, they are used to gain and or sustain its competitive advantage
which differentiates it from other competitors (Capon, 2008). Consequently, many
researchers showed an interest in investigating this concept and the 1ssues related to 1t.
Strategy has been defined in many ways; nevertheless, researchers agreed that the
focus of a strategy is to connect the organisation with its external environment. For
example, Ohmae (1983) defined strategy as the way of trying to influence the external
environment within which an organisation operates. However, Thompson (2001)
defined it as an interaction between the resources and values of organisations with the
external environment. Strategy has also been identified as a set of managenal

decisions and actions which determines the long-run performance ot a corporation




(Wheelen and Hunger, 2002). Finally, Johnson er al. (2008) came out with one of the

most comprehensive definitions of strategy:

“The direction and scope of an organisation over the long term. which
achieves advantage in the changing environment through its configuration of

resources and competences with the aim of fulfilling stakeholder expectation.™

(p. 3)

From the above discussion, it can be noticed that strategies are concerned with long-
term direction as well as with achieving advantages through the available resources
and competences which distinguish one organisation from another and which create a
strong value for the stakeholders. Moreover, strategies are characterised by their
complexity and uncertainty which distinguishes them from normal decisions (Capon,
2008; Johnson et al., 2008). The second chapter of this thesis will discuss these two

types of decisions and the differences between them in more detail.

Strategic decisions or rather the strategic decision making process 1s concerned with
strategy formulation, implementation, and evaluation (Nooraie, 2008; Mockler, 2001;
Harrison, 1996). Consequently, when adopting a new strategy, careful attention
should be paid to both i1ts development and its implementation. Wery and Waco

(2004) commented that:

“Strategy formulation, though important, is only the beginning of a process.
Without an executable plan — and the resources needed to implement that plan

— even the most innovative strategy is merely words on paper.” (p. 153)

However, most strategic decision literature merely focuses on how to make and
develop strategies rather than on how to implement them (Nutt, 1998; Skivington and
Daft, 1991; Alexander, 1985). Furthermore, the literature that does deal with the
implementation stage was carried out primarily in the USA and Europe. For this,
Okumus (2003) claimed that studying the implementation process within companies
in other countries and cultures would add a new insight on strategic management.
Based on the above, this thesis aims to close the gaps in strategy research and will

further examine the implementation process of strategic decisions. Moreover, taking



Into consideration that the previous studies were carried out in the West, this thesis
will 1nvestigate the implementation process of those strategic decisions in a different
region, hamely in Jordan. By doing this, that the nature of the implementation process
of strategic decisions and the issues related to it within Jordanian organisations might

be different from organisations operating in the West (following Al-Kazemi and Ali.
2002).

This chapter starts by giving a brief introduction to the theme examined in this study
as well as the motivation behind carrying out this research. Then the aims and
objectives of this study are mentioned followed by a description of the methodology
used. The chapter will finish by describing the structure of this thesis providing a briet

summary of each chapter.

1.2 Problem Statement of the Thesis

Recent studies in the strategic management field indicate a lack of knowledge

concerning strategy implementation (Miller er al., 2004; Hickson et al., 2003:
Aaltonen and Ikavalko, 2002; Okumus, 2001; Miller, 1997; Judge and Stahl, 1995;

Kargar and Blumenthal, 1994; Alexander, 1985). This finding was also supported by
Minarro-Viseras et al. (2005) who commented that: “The issue of implementation has

received less attention, although implementation of strategic initiatives has frequently

been considered to be the graveyard of strategy” (p. 151).

[t could be argued that the traditional approach in dealing with implementation was to
treat it as an activity following decision formulation without taking into consideration
the importance of this activity on the success of the whole process of strategic
decision making (Bourgeois and Brodwin, 1984). As Heracleous (2003) notes, many
decisions have been taken without considering their corresponding implementation
procedures which may pose a risk to the organisation and may cause it to lose the
resources which it requires to achieve other goals. In other words, companies often
fail to operationalise their strategies so as to improve the likelihood of successtul

implementation. Discovering the reasons why a strategy implementation process 1s



unsuccesstul 1s, nevertheless, a challenging task. Sterling (2003) commented that

many of the most commonly cited causes for implementation failure are either myvths

or excuses that have gained credibility from being repeated often.

[t has been noted that organisations have difficulties in implementing their strategies
(Aaltonen and Ikavalko, 2002). Research has suggested that half of the decisions
made by an organisation fail (Nutt, 1999), whereas nearly 70 percent of strategies and
strategic plans and decisions are not implemented successfully (Okumus, 2003:
Corboy and O’Corrbui, 1999). Moreover, a failure in the implementation of any
strategic decision can be very costly, both in terms of design costs and benefits which
have already been accrued. To Heracleous (2003) the failure of strategic decision

making means that the organisation fails to exploit its resources in a beneficial

manner.

One of the reasons for this failure to implement strategies is the fact that managers try
to implement them without a careful understanding of the factors which are important
In helping to make implementation work (Okumus, 2003). Accordingly. managers
have to be aware of the importance of strategic decisions as well as of the successtul
implementation of these decisions and their effect on the success of their organisation.
Nevertheless, in spite of the above discussions, organisations are still focusing on the
first step; that of decision making without paying sufficient attention to the
implementation stage. According to Grundy (1998) companies have to move away
from a 90:10 attention distribution in favour of strategy formulation compared to 1ts
implementation to a 50:50 distribution which is concerned equally with both the

formulation and implementation stages.

It could be argued that the investigation of the factors that affect the successtul
implementation of strategies should be of interest to both managers and people who
study management (Nutt, 1998). Consequently, as described above, this thesis will
aim to explore the implementation stage of strategic decisions and will attempt to
describe the nature of this crucial phase. Furthermore, taking into consideration the
importance of successfully implementing these decisions and in order to increase the
possibility of achieving a positive outcome, this thesis will try to identify the ftactors

that influence this implementation process.



1.3 Motivation of the Study

It 1s evident that most of the previous studies on strategy implementation
have been undertaken in Anglo-Saxon countries particularly the USA and the
UK. Learning more about how companies in other countries and cultures are
developing and implementing their strategies would also provide new insight

on strategic management.” (Okumus, 2003, p. 880)

Given the fact that most of the previous studies focus on the first stage of the strategic
decision making process, the motivation behind conducting this thesis is driven by the
lack of available literature concerning the implementation process of strategic
decisions. This thesis will aim to close the existing gap in the literature and will.
following the recent trend in strategy studies, analyse the implementation stage of the
strategic decision making process, aiming to provide a useful insight into how
strategic decisions are being implemented, what the factors are which affect their
outcome, as well as attempting to formulate guidelines that may be of use for both

managers and researchers.

Furthermore, taking into consideration that most of the existing studies concerning the
implementation of strategies concentrate on organisations operating in Anglo-Saxon
countries, this thesis aims to be one of the first studies to be applied to a different
country and culture. This thesis will focus on the implementation of strategic
decisions within the banking industry in the researcher’s home country, Jordan. It will
investigate the nature of the implementation process of those decisions and the factors

which affect the outcome of this process. However, the questions raised are why

Jordan and why the banking industry 1n specific?

As has been mentioned previously, Jordan is the researcher’s home country which 1s
considered as the main reason for choosing Jordan. Furthermore. Jordan 1s
characterised by its relative political stability, which distinguished 1t from other
countries in the Middle East. On account of the stability on the one hand and due to
the political instability in Iraq and Palestine on the other, many foreign investors as

well as the hundreds of thousands of Iragis and Palestinians who were forced to leave



their countries decided to invest their money 1n Jordan. This positivelv attected the
Jordanian economy and more specifically increased the operations of the banks in
Jordan which consequently, led to a relative prosperity in the Jordanian banking
industry, a fact which forced these banks to adopt new strategies to cope with the
Increase in the competition within the industry itself. All of this has contributed to the
decision to conduct this research in Jordan. To give a better explanation of the reasons
for studying the banking industry in Jordan, the next subsections illustrate those
aspects that influence Jordanian economics, and provide information that may be
relevant for understanding economic development in Jordan. In the first part. the
geographical position of Jordan will be described and a brief description of some of
the political issues of the Middle East will be given which will be linked to its
economic situation. The second part will describe the background of the banking

industry in Jordan and its relevance to the market and economy of Jordan.

1.3.1 Geographical Position

The Hashemite Kingdom of Jordan is centrally located in the Middle East, and it lies
at the eastern end of the Mediterranean Sea. Jordan borders in the north on Syria, in
the east on Iraq and Saudi Arabia, in the south on Saudi Arabia, and in the west across

the Jordan River on Israel and the Palestine National Authority.

Figure (1) shows that Jordan 1s divided into 12 administrative governorates. Amman
1s the country’s capital. Only 4% of the land i1s arable - wheat and barley are the major
grain crops - but annual production fluctuates widely as the country's agriculture is
dependent on rainfall. Citrus and other fruit crops are grown for domestic
consumption and export, but Jordan is dependent on food imports (The Washington
Times, 1999). Poverty and a large foreign debt remain a major problem in Jordan. The
unemployment rate is also high, at almost 30% according to the CIA World Fact-book
(2004); whereas nearly 50% of those who are employed are on the government
payroll, mainly in the military. The poverty and the high unemployment rate might be
viewed as a reason to condition the behaviour of the employees inside organisations
in Jordan in so far that they will aim to preserve their employment. Moreover. this

behaviour might have an impact on how employees in general and managers 1n



particular implement strategic decisions within the banks in Jordan which

consequently 1s expected to be different to this in the previous studies.

Figure 1 Jordanian political map

1.3.2 The Population

The Jordanian people are mostly of Arab descent and the rest are Circassian
(Caucasian), Chechen, and of Armenian descents. A population 1s named Arab based
on their language and culture and not on their ethnic origin, as such an Arab could be

any Arabic-speaking individual regardless of original race and nationality,

consequently they are a multiracial and multiethnic mosaic population (Abudabbeh

and Nydell, 1993; Hitti, 1943).

Jordan’s population of five and a half million is made up of a mix of Muslim and

Christian Arabs. Although the majority of the population (92%) 1s Muslim, their



religious practices vary. However, in the case of Jordan unevenness of Islamic

practice does not correlate with a rural-urban division. or with differing levels of

education (CIA Fact Book, 2004).

Over half of Jordan's population is of Palestinian origin. These were people evicted
from their homeland during the 1948 and 1967 Arab-Israeli wars. The 1991 Gulf war
and the political situation after the failing of the old Iraqi regimens provoked conflict
among the Arab countries and created another wave of Palestinians and about 1.7
million Iraqi refugees fled to Jordan (CIA World Fact book, 2004). Consequently, as
has been mentioned before, many of those Palestinians and Iraqis preferred to invest

their money in Jordan which caused prosperity in its economy and the banks’

operations .

1.3.3 Political Aspects and Economic Development

Recent evidence shows that the continuing Arab-Israeli conflict and the Gulf war
create a wide range of economic problems in the Middle East and have had a huge
impact on the economy, thus Jordan continues to be vulnerable to external shocks and
regional unrest, a situation which 1s aggravated by its limited natural resources. The
rough cost of the Arab-Israeli contlict was 18.3 billion dollars (Lesch and Tschirgi,
1998). The 1994 treaty of peace between Israel and Jordan (Wadi Araba Treaty)
resulted in a relatively active economy, but at the same time led to a higher rate of
inflation (Lorch, 2007). A more recent example of the impact of the Arab-Israeli
conflict is how the events that took place in Lebanon related to the Israeli strikes on
its lands has led to the postponing or cancelling of a number of plans for several banks

in Jordan, hence negatively affecting their performance, an example of which 1s bank

Z2

Furthermore, according to the annual report of bank Z (2007) Jordan has been running
a current account deficit for the past three years reaching 1.15 billion J D’ at the end of

September 2006, fuelled by the large deficit in the trade balance that reached 4.45

' See section 1.3.4 for further illustration.
? For confidentiality reason, this bank was named as Z. See page 153 for more details.
> JD: Jordanian Dinar.



billion JD, due to an 18% hike in oil prices in 2006. However. the growth of imports
and exports by 12.3% in 2006 signals a healthy performance of the Jordanian

economy in terms of trade liberalization strategies and global economic integration.

I'he economic collaboration between the government of Jordan and Western
countries’ compensates somewhat for the problematic economic situation which i1s
considered to be another reason for selecting Jordan for this research. On the other
hand, foreign aid and grants have dropped drastically during the past two vears. thus
adding to the burden of the current account deficit. Foreign aid and grants registered
322.1 million JD by the end of 2006, marking a drop of 39.5% compared to 533.1
million JD reported in 2005. Nevertheless, the current account deficit is being
financed by a huge surplus in the capital account mainly driven by inward investment
flows, especially 1n the real estate sector. Such inflows, however, may drop or even be

withdrawn under certain political circumstances (Annual report of bank Z, 2007).
1.3.4 Economic Development in Jordan

Jordan ranked 53" worldwide and 3™ among Middle Eastern and North African
countries in the “Index of Economic Freedom™ published by the Heritage Foundation
in Washington, D.C., and the Wall street Journal (Annual report of bank Z, 2007).
Additionally, the Jordanian economy was able to achieve growth at a real rate ot 6.4%
in the year 2006, supported by the influx of local and foreign investments in a number
of large projects in various economic sectors (The 33" annual report of the Bank X,
2006). Hence, this factor as well as the other factors which will be discussed later in
this section, are believed to have contributed to the inflow of investment in Jordan and

in particular to making the Jordanian banking industry attractive to foreign banks.

In the late 1990s and in the past few years, Jordan has seen a dramatic increase in the
capacity and desire for economic growth through reforming the public sector.
particularly those areas relating to capital market formation, trade and investment. and
institutional restructuring. To illustrate this increase, in 2006, financial results ot bank

X were reported as follows; pre-tax profits rose 24% to 183.5 million US 5. whereas

* Such as the USA and the UK.
> For confidentiality reason, this bank was named as X. See page 153 for more details.



net profits rose 28% to 133.6 million US $ (The 33" annual report of the Bank X.
2006). Furthermore, the Jordanian economy was able to absorb the impact of surging
o1l prices and dwindling foreign grants, thus registering a growth rate of 6% in Gross
Domestic Product (GDP) at constant prices during 2006. As a result. Moody's. the
International rating agency, upgraded Jordan’s economic outlook from “negative™ to
read as “stable” by the end of the year. Consequently, Jordan is posted on the region’s

map as a role model in terms of its economic development and policies (Annual report
of Bank Z, 2007).

In the annual report of bank X, it was even argued that the Jordanian economy was
able to reach a unique achievement due to the monetary and fiscal stability and thanks
to the introduction of a new system of banking to suit the Islamic law among the Arab
and Muslim world, and specifically to the enhancement of the Central Bank of

Jordan’s toreign currency reserves which totalled 6.1 billion US § at the end of 2006.

The economic growth during 2006 was a result of the input of direct foreign
investment into the national economy. According to the annual report of Bank Z
(2007) foreign investment 1in Jordan has been growing at a rapid pace during the year
2006 reaching 1.92 billion JD, thus marking an unprecedented 126% hike compared
to the same period in 2005, and providing a boost in terms of economic growth and

the Jordanian stock market.

Compared to other Middle Eastern countries, Jordan has a stable political
environment and is considered to be an attractive economical environment for many
local and foreign investors (Amman Stock Exchange, 2008). This 1s shown by the
steady increase in local investment since 2001 reaching 2.48% 1n 2007, whereas
foreign investment has increased by 2.57 % since the same year (Jordan Investment
Board, 2008)°. Furthermore, the banking industry is one of the most important
industries in the Jordanian economy (Amman Stock Exchange, 2008). For the
aforementioned reasons, many foreign banks are trying to invest in Jordan and to open
new branches to expand their operation in the area which increases the degree of

competitiveness within this industry. For example, three international banks started

° See tables in appendices 4 and 5.
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operating 1n Jordan in 2004. Those banks are Audi bank. National Bank of Kuwait.
and Blom bank (http://www.cbj.gov.jo).

As mentioned before in this chapter, adopting strategic decisions is one 0ol
organisations use to sustain or create their competitive advantage. The increase of
competition within the Jordanian banking industry as well as the increase in the
opportunities 1n the Jordanian investment environment forced banks in Jordan to
adopt new strategies in order to successfully compete and to sustain and increase their
market share in the industry. For example, while establishing those four banks in
2003, and 1n order to sustain its highest market share in the banking industry, Arab
bank started a merger negotiation process with Jordan and Gulf bank. However. the
negotiations ended without reaching an agreement. Notwithstanding, this did not stop

Arab bank from looking at other alternative strategies.

1.4 Research Aims and Objectives

This thesis is concerned with the implementation process of strategic decisions within
banks in Jordan. It aims to understand the implementation process and to connect 1t
with the outcome of strategic decisions within banks in Jordan. It also aims to
investigate the factors which affect the outcome of this process and to understand why
the implementation of some strategic decisions is successful whereas other
implementation processes are not. Furthermore, as has been mentioned before, all of
the previous studies (including Okumus’s) were carried out in the USA and Europe. It
will be argued that the nature of the implementation process within banks in Jordan
might be different from that in organisations which operate in Anglo-Saxon countries.
Moreover, some of the criteria used to measure the outcome of this process as well as

the factors which affect this outcome might also be different from those used in

Anglo-Saxon countries.

Apart from Okumus’s (2001; 2003) studies, most of the previous implementation
studies have discussed the factors of implementation without discussing them 1in-depth

or trying to explain the relationship among them nor have they tried to connect their
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cftect on the outcome of this process. Therefore, this thesis aims to develop a
framework which represents the implementation process of strategic decisions within
banks in Jordan. This framework will include some factors which are the same to
those in the previous studies; however, it will include some new factors which are
discussed for the first time in the implementation studies which are specificallv
associated with the implementation process of strategic decisions within banks in

Jordan. To meet these aims, this thesis will try to satisty the following objectives:

1. To explain the nature of the implementation process of strategic decisions

within banks in Jordan.

2. To identify the criteria used within those banks to measure the outcome ot the

implementation process of their strategic decisions.

3. To identify the factors and problems of the implementation of strategic

decisions within those banks.

4. To explore whether those factors which affect the implementation process

within banks in Jordan are different from those in the existing studies.

5. To develop an implementation framework of strategic decisions within banks

in Jordan.

1.5 Questions of the Study

In order to achieve the goals and objectives of this research, this thesis will try to

answer the following questions:

1. What is the definition of the implementation of strategic decisions in the

Jordanian banking sector?

2. How do banks in Jordan implement their strategic decisions”
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3. What are the factors affecting the implementation of strategic decisions in the

Jordanian banking sector?

4. What problems do banks in Jordan face in the implementation of their

strategic decisions?

>. How do managers within banks in Jordan measure the success of the

implementation of strategic decisions within their banks?

1.6 Research Methodology

In order to meet the aims and objectives of this thesis as well as to answer its
questions, a qualitative approach which is inductive, exploratory, and interpretive in
nature was adopted. Taking into consideration the limitations inherent to such an
approach, the researcher tried to reduce their effect by applying other techniques to
increase both the validity and reliability of this thesis and its results. Semi-structured
interviews, observation, and documents were used to collect the data of this thesis.
NVivo as a qualitative analysis programme was employed to help organize the themes

within the collected data and consequently facilitate its analysis.

1.7 Structure of the Thesis

This thesis consists of eight chapters including the introduction chapter which attempt
to discuss the implementation process described in existing studies as well as the
implementation process within banks in Jordan. Chapter two gives an introduction to
the first phase of the decision making process. It starts by discussing the managerial
role within an organisation and its connection with decision making. A ditferentiation
between routine daily decisions and strategic decisions 1s covered in the second
section. The third section discusses the phases of the decision making process with an
emphasis on the studies which focused on the first stage of this process. The final

section focuses on theories of decision making. These theories are the rational
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economy theory which involves the satisficing’ and incremental approaches, the
political and power theory, and the garbage can model. A review of each theorv is

provided and their corresponding strengths and weaknesses are discussed.

Chapter three is concerned with the second stage of the decision making process: the
implementation process which represents the main focus of this thesis. It starts bv
defining the implementation process and its success through a discussion of the
criteria used in the literature to measure this success. The problems of implementation
with a special focus on those studies which discuss them are covered in the third
section. The final section of this chapter discusses the different implementation

frameworks which emerged from the previous studies.

Chapter four describes the research design and methodology of this thesis. It explains
the approach of this thesis as well as the methods used to collect the data for this
thesis. This chapter reflects the researcher’s experience throughout the process of
initiating contacts with the sample, choosing the research methods, developing the
research questions, translation issues, the analysis of the data, leading on to the final
results of this thesis. This chapter 1s seen as the link between what was discussed 1n

the previous chapters and what will be discussed 1n the further chapters.

Chapter five is the first chapter of the analysis part of this thesis. This chapter
discusses the actual definition of the implementation process as used within banks 1n
Jordan. It also talks about the six criteria which are applied in these banks to judge the
outcome of this process. This chapter argues that the definition of implementation 1s
the same as that used in the existing studies. Furthermore, it argues that although the

six criteria of implementation differ in importance, they are all considered jointly to

judge the outcome of this process.

Chapter six forms the second part of the analysis section. It discusses the four factors
which describe the actual implementation process within Jordanian banks. Whereas
chapter seven discusses the actual factors which are derived from the empincal
research and which affect the outcome of the implementation process of strategic
decisions within these banks. Chapter eight finishes by discussing the implementation

framework which represents the implementation process of strategic decision within
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banks in Jordan. This chapter highlights the importance of the four groups which are
formed by the factors which explain the nature of the implementation process and
those factors which affect the outcome of this process. Those groups are strategic

content, strategic context, operational process, and strategic outcome groups (Bryson

and Bromiley, 1993; Okumus, 2001; 2003). Hence, they form the actual

implementation framework of this thesis.

The final chapter of this thesis 1s the conclusion chapter. This chapter summarises the
main findings of this thesis and highlights its main contributions. Furthermore, it
suggests a number of managerial implications from which banks in Jordan could
benefit. Chapter nine finishes with a discussion of the limitations of this thesis as well
as an outline of guidelines for future research. Finally, this section aims to provide

useful indications on conducting future research.

15



CHAPTER TWO

ORGANISATIONAL DECISION-MAKING

2.1 Introduction

In order for organisations to gain, retain, or regain sustainable competitive advantage
(O’Regan and Ghobadian, 2002), as well as to be productive, and outmanocuvre
rivals, they must be armed with the necessary weapons that enable them to cope and
keep up with a competitive environment. One of the most important weapons which
organisations can adopt is strategic decision. Nevertheless, strategic decisions should
be implemented carefully (Kargar and Blumenthal, 1994). Aaltonen and Ikavalko
(2002) commented that managers have to be aware of the fact that implementing
strategic decisions successfully is vital for any organisation, either private or public,
consequently, they have to realise that without successful implementation even the
most superior strategic decisions are useless. As a result of this importance, the tocus
of this thesis will be on investigating the nature of the implementation process of
strategic decisions in one of the most important industries in the researcher’s home
country Jordan, that of banking. This thesis will attempt to determine the factors

which might play a significant role in the outcome of this implementation process.

Following Blumberg et al (2005) this chapter will begin by giving an introduction to

the topic of this thesis so as to gain a better understanding of the structure ot the
problem. Accordingly, the aim of this chapter is to give a broad introduction to the
main focus of this research; the implementation of strategic decisions. This chapter
deals with two main themes: firstly decision-making and the idea that it is central to
organisational and managerial activities, and secondly the decision-making process
and theories of decision-making. Different types of decision will be discussed by
focusing on strategic decisions as one of the most important decisions within an
organisation necessary for the success of the organisation and for achieving and
maintaining its competitive advantage. Two main phases of the decision-making

processes will be identified; pre-decision processes that deal with all processes
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concerning the selection of the decision, and post-decision processes which deal with
all the processes concerning the implementation of that decision which is the main
focus of this thesis. Three theories will be discussed in this chapter: rational economic
theory, political and power theory, and the garbage can model. Several studies which

deal with these theories will be examined and evaluated in order to assess their

implications for this research.

2.2 Managerial Roles and Decision-Making

Managers play a significant role in the success of organisations, creating a sustainable
competitive advantage, and gaining above normal performance (Carmeli and Tishler.
2006). However, 1n the present economic and business climate, managers face many
difficult challenges. They are given considerable incentives to achieve good
performance, yet are also under unprecedented risk of demotion, reassignment, or
dismissal for poor performance (Hambrick er al. 2005). Accordingly, many studies
have explored the importance of the managerial role and specify some essential roles

managers and executives have to assume (Baker and Newport, 2003; Whitley, 1989).

The roles and activities of managers are different from the roles of other technical
employees within an organisation. These differences are due to the level of
standardization and specificity of situations rather than being due to the type of
problems dealt with (Whitley, 1989). However, the traditional idea of managerial
roles of planning, co-ordinating and controlling others’ activities 1s no longer correct
(Hales, 1986). Managers who are in charge of an organisation, or a sub-unit within an
organisation, spend most of their time in meetings, answering telephone calls,
supervising their subordinates, and making decisions necessary for the survival of

their organisation, but above all, are in charge of the effective running of the

organisation.

Managerial activities increase in importance as a corporation’s economic activities
diversify (Whitley, 1989). Mintzberg (1973) categorised managerial activities into

three groups; interpersonal relationships, dealing with information, and those which
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deal with decision-making. He further suggested that managerial positions can be
divided into three roles; interpersonal, informational, and decisional. However, those

roles differ from one manager to another (Mintzberg, 2001). According to Mintzberg
(1973),

“The manager’s unique access to information and his special status and
authority place him at the central point in the system by which significant

(strategic) organisational decisions are made.” (Mintzberg, 1973, p. 57)

Many researchers have agreed with Mintzberg on the decisional role managers are
engaged in and added that decision-making is the most significant activity of
managers (Harrison, 1996). Additionally, Simon, who is considered to be one of the
earliest writers on organisational decision-making treated managing and decision-

making as one and the same (according to Miller, 1990), commented that
... administrative processes are decisional processes,” (Simon, 1957, p. 8)

Coursey and Bozeman (1990) commented that decisions and the decision process
control the thoughts and actual making of decisions. Furthermore, they brought to the
fore the notion that little time is spent on actually making decisions, compared to the
amount of energy and time spent gathering intelligence, framing decisions, selling
them to others, and implementing them. This is important because it highlights the
fact that the implementation stage is different from the decision-making stage, since
managers spend more time and energy on the implementation phase than on coming

to the decision 1tself.

Following the above discussion on the current role of managers in decision making
and taking into consideration that the focus of this thesis is on the implementation of
decisions and specifically of strategic decisions and due to the tact that the decisional
role 1s one of the most important activities managers are engaged 1n, the following
section will further discuss the concept of decision-making, the different types of

decisions distinguished by researchers, and their respective processes.
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2.3 Types of Decisions

This section will firstly attempt to define the concept of decision making and will

distinguish between routine and strategic decisions before describing the

characteristics of the latter.

When we talk about decision-making we mean either the decision itself or the process
(Harrison, 1996) in which the decision maker chooses one or more alternatives from a
range of choices (Eisendhardt and Zbaracki, 1992; Mintzberg et al., 1976; Soelberg,
1966). Decision-making must be identified as a collection of processes which include
gathering intelligence, setting of directions, uncovering of alternatives, the selection
of a course of action, and the implementation of these processes (Nutt. 2000). In
order to make a decision, a judgement regarding what ought to be done has to be

made 1n a certain situation after having deliberated alternative courses of action

(S1mon, 19635). To this Castles ef al. (1971, p. 11) have added that,

“A decision is a conscious choice between at least two possible courses of

action.”

Consequently, one can understand ‘decision-making’ as the process of evaluating

alternatives in order to arrive at a decision by choosing one or more alternatives and

not just the final decision or choice which has been selected.

Many researchers distinguish between the different types of decisions that managers
may deal with. Cyert et al. (1956) said that organisational decisions vary widely with
respect to the question of whether or not the decision-making process 1is taking place
within a programmed context. In the programmed process problems are repetitive and
well-defined, while in the non-programmed one problems are non-routine with a
highly unstructured form (Cyert ef al. 1956). In programmed decisions, procedures to
deal with those decisions are readily available to the organisation. and search
activities tend to be limited and institutionalized. By contrast, non-programmed
decisions, due to their complexity and unprecedented nature, require broad in-depth

investigation and exploration.
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Simon (1960) agreed with this and said that programmed decisions are characterised
by their simplicity; they are routine decisions which are repeated over time, and
organisations use specific organisational processes to deal with them. Non-
programmed decisions, on the other hand, are unstructured, complex and non-

repetitive; organisations handle these decisions through general problem solving

Processes.

Distinctions are also made between less important decisions made on a daily basis:
decisions which are taken frequently in an organisation, and the more important ones
which affect the survival and the competitive advantage of organisations. The latter
are called strategic decisions. Strategic decision-making refers to the long term

direction in which an organisation is moving (Johnson ef al., 2008; Byers and Slack,

2001; Johnson and Scholes, 1999).

Daily basis decisions are programmed decisions which the management has to deal
with on a routine basis, and importantly are taken by people at a low managerial level.
Lyles and Mitroff (1980) suggested that routine decisions are frequent problems that
have been imposed on organisations, for which there is relative wide-spread
agreement, and consensus exists among employees on a single definition of the
problem. Strategic decisions, on the other hand, are like non-programmed decisions
which are unstructured and infrequent. Thus strategic decisions are characterised by
ambiguity, uncertainty, and lack of structure (Johnson et al., 2008; Das and Bing-
Sheng, 1999). Furthermore, they are critical in that Lyles and Mitroff (1980) claim
that these decisions shape the course of the firm, which in turn affects the
organiqsational health and survival of the firm (Eisenhardt and Zbaracki, 1992).
Moreover, they can involve a lack of consensus among the parties or interest groups
who are participating in making those decisions; there is neither one definition ot the
problem nor one single solution. Mason and Mitroff (1981) agreed with the above
discussion and said that strategic decisions are ill-structured and that there 1s no clear
relationship between the problem definition on one side and the best solution on the
other side. Crucially, they also added that there i1s no single way to explain the

inconsistencies 1n understanding the problem; the problem itself is unique in nearly all

cases (1in Lyles, 1987).



Strategic decisions are important to the survival of an organisation and playv an
important role in achieving and maintaining its competitive advantage (Hickson er al..
1989). Furthermore, they are unique and cannot be reduced to a set of simple decision

rules; they require a large resource commitment and possibly result in large gains or

losses (Schwenk, 1988). According to Mintzberg ef al. (1976, p. 246)

“Strategic simply means important in terms of the action taken, the resource

committed, or the procedures set.”

This was supported by Soelberg (1996) who commented that strategic decisions are
important for an organisation and added that a considerable amount of money 1s

regularly spent each year in their implementation. According to him.

“Yet it 1s precisely this type of non-programmed decision-making that torms
the basis for allocating billions of dollars worth of resources in the economy

every year.” (p. 4)

Many types of strategic decisions can be found all across an organisation. Such
decisions include those concerning the launch of new or different products, marketing
decisions (expanding into new areas), reorganisation and internal re-structuring,

centralization, personnel (e.g. reducing the work force), opening new businesses, and

investing in new technology.

Hickson ef al (1989) agreed with this classification and commented that strategic

decisions are not only those which deal with the external environment of the

organisation but rather deal with the internal environment as well:

“It is not just an organisation’s external world and output to that world which

are strategic for that organisation, but also internal questions such as

reorganisation or personnel problems.” (p. 374)

Strategic decisions are primarily taken by people at the highest managerial level and

affect the success of the organisation (Eisenhard and Zbaracki. 1992). According to

Hambrick and Snow (1977);
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“Strategic decisions are those which normally fall within the purview of top

management.” (Hambrick and Snow, 1977. p. 109, in Harrison and Pelletier.

1998, p. 147)

This 1dea is also supported by Volkeme (1983, 1986) and Cowan (1 985) for whom the
upper level management is responsible for defining the nature of strategic problems
and for finding solutions through the implementation of their own framework. Top
managers have to fully understand the process of making of strategic decisions in
order to be able to make successful decisions. Furthermore, managers are more likelv

to make etfective and successful decisions if they fully understand the organisation's

competitive environment (Ketchen, ef al. 2004).

Whilst the top managers engage in formulating and taking organisational strategic
decisions, other employees inside the organisation are responsible for the
implementation of those decisions. An organisation must work hard to find the people

with the skills needed to fulfil these tasks. As Freedman (2003, p. 28) comments.

“The discipline and skill required for strategy implementation is as rare as that

needed to formulate strategy.”

Following this brief discussion of the characteristics of strategic decisions, it can be
seen that strategic decisions are described as decisions made at top management level.
However, 1t 1s worth questioning whether this process 1s always a top-down activity.
The traditional viewpoint that strategy always originates at the top of the organisation
has been debated in many studies. Some studies have argued that the strategy may
originate from the bottom level of the organisation -the bottom-up perspective
(Elmore, 1982). Mintzberg and Lampel (1999) similarly commented that the strategy
1S not always a top—down activity, but can also be generated at any level within an
organisation. They described strategy as “everything a company does or consists of”
(p. 26). This perspective supports the argument of Elmore (1982) that a person must
differentiate between a strategy which emerges from chaos and one which comes
from previous plans inside an organisation. Many other researchers agree with
Mintzberg and Lampel’s discussion. Aaltonen and lkavalko (2002). tor example.

discussed the 1dea of strategy as something which is not planned, but rather as
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something which emerges during the implementation process. Furthermore, Bamnes
(2002) added that the results of his study on manufacturing strategv formation do not

support the top-down strategic planning model and emphasizes the role of emerging

actions and decisions and consequently emergent strategies.

Strategic decisions are considered to be the most important decisions within
organisations and are under the purview of the top managerial level. The
implementation of decisions 1s such an i1mportant process that managers and
employees spend more time and energy on the implementation phase of the decision-
making process than on any other activity concerning the making of that decision.
This encourages researchers to attempt to learn more about the processes of decision-
making. With focusing on the implementation stage in the post-decision processes.

the next section will describe the two main phases of decision-making processes; the

pre-decision processes and the post-decision processes.

2.4 Phases of the Decision-Making Process

Many studies deal with the importance of decision-making as well as the processes of
decision-making inside organisations. When talking about decision-making, we mean
the activities that form the process of making a decision, not necessarily the actual
implementation of that decision. The activities that constitute a decision-making
process are called the “pre-decision processes”. This includes defining the matter tor
decision, collecting and sorting information, selecting alternatives, arranging the

alternatives in order of preference, and finally making the decision. The process ot

putting a decision into action -the implementation phase- is called the “post-decision

process’” (Miller, 1990).

Two types of decisions were discussed earlier in this chapter: routine decisions and
strategic decisions. That what can be applied to the process of making any type of
routine decisions can usually be applied to the processes of making strateuic
decisions. Any differences in the process are due to the varying importance attributed

to each decision, which is in turn affected by other factors such as the time required to
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take or implement any given decision, and the effect of the environment on that

decision.

In order to know what occurs at the end of the decision-making process. first the pre-
decision processes need to be explained. In this chapter the focus will be on the pre-
decision processes while the post-decision processes concerning the implementation
of strategic decisions, which forms the main focus of this research. will be further
discussed in the following chapter. In the next sections of this chapter, decision
studies focussing on decision-making processes will be discussed and evaluated. For
this purpose, three main theories regarding the pre-decision processes will be
discussed and evaluated namely the rational economic theory, the political power
theory, and the garbage can model. Finally, the effect of these theories on the

selection and making of decisions, and the possible effect of each theory on the

implementation of strategic decisions will be discussed and evaluated.

2.5 Decision-Making Processes

This section will discuss the most important studies investigating the decision-making
process. It aims to show that most of these studies primarily focused on the first stage

of the decision-making process “the pre-decision process”, and will report their main

tindings.

One such study is Mintzberg et al.’s 1976 research which identifies 25 strategic
decision-making processes as the basic structure that underlined the “unstructured
process”, as well as the many twists and turns involved in the decision-making
process. According to Mintzberg ef al., the structure of the decision-making process is
complex and dynamic. A model of 12 elements was used to identity this structure
consisting of three central phases (identification, development, and selection phases).
three sets of supporting routines (decision control, decision communication. and
political routines), and six sets of dynamic factors (interruption. scheduling delavs.
feedback delays, timing delay and speed-ups, comprehension cycles, and failure

recycles factors). This study 1s important in that it identifies these keyv facets of the
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decision-making process, and the internal and external factors that might influence it.
However, one limitation of the study is that it only dealt with the pre-decision-making
processes and did not discuss the implementation phase. Furthermore. this study was
conducted in an Anglo-Saxon country and consequently the question must be asked

whether the decision-making processes would be the same in Arab countries such as

Jordan.

Another well-known study carried out by Anderson (1983) identified processes where
decisions were made without discussing the implementation process of these
decisions. In his analysis of archival documents from the Cuban missile crisis.
Anderson suggested that decision-making involved three notable characteristics:
sequential choices over a variety of non-competing courses of action, the act of
making a decision leading to the discovery of goals, and a focus on avoiding failure
rather achieving a successful outcome. These deviations from the standard procedures

were used to develop what 1s called ‘decision by objection’, which emphasises these

three characteristics.

A further example 1s Nutt’s (1984) study in which seventy-eight decisions in health-
related organisations were investigated. His study indicated that some aspects of the
rational model’ are valid, but they do not necessarily follow a simple, causal
sequence. Nutt found five different types of decision processes which the decision
maker can follow. One of these approaches is the ‘off-the-shelf approach’ in which
the decision maker uses an aggressive search to find the best available technique
suitable to solve the problem or to make the decision, whereas in the ‘historical
process’, decision makers draw their ideas from the prior practice of others to ensure
that the idea will work. He argued that these processes differ in their approach to idea
generation, the way in which sponsorship is applied, and the processes management

rational.

[t can be noticed that the emphasis of the above-mentioned studies has been on
describing and explaining without analyzing how decisions are made, and that they do

not go beyond this stage to the implementation phase of strategic decisions nor is the

" This model will be discussed further later in this chapter.
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success of such an implementation discussed. For example, although Mintzberg er al
were successful in 1dentifying the factors which affect the pre-decision processes, it
would be useful to expand this study to see if the same factors affect the post-decision
processes. This 1s worthy of further investigation because. although the

implementation phase is one of the most crucial stages in the decision-making process

only few studies have focussed on it.

Now a study that describes both pre- and post-decision processes will be discussed
brietly. This study was carried out by Rodrigues and Hickson (1995) who studied 53
cases of decisions in eight British organisations and examined the differences in the
decision-making process between public and private organisations. The study
examined the success of decision-making and connected it to both phases of the
strategic decision-making processes. Rodrigues and Hickson found that the decision-
making process 1s smoother in private organisations than in public organisations
where the road 1s rockier and filled with more conflict. They also found that the key
factors for successful decisions in private organisations are when sufficient
information and sufficient means of implementation are at hand, while, on the other
hand, the key factors for public organisations are when the right people participate
and the people at the very top do not interfere too much. Rodrigues and Hickson
found that there is no clear correlation between the success of decisions and the
features of the processes of making those decisions. Their results emphasized the fact
that the differences found are due to the differences in the goals, perceptions, and the
people involved in the decision process in those two sectors. Although this study
provides a good picture of the differences in the decision-making process between the
private and the public sectors, its results can not be generalised due to the fact that its
sample was not representative of all kinds of public and private organisations. For
example, Rodrigues and Hickson did not include the financial and the banking sector
in their sample. These are considered to be some of the most important sectors and,

furthermore, are the focus of this thesis. Another limitation was that, only hospitals

and universities were included in their sample of public organisations.

Similar to Rodrigues and Hickson’s research, a study was carried out bv Nutt (2000)
who examined 376 strategic decisions in public, private, and third sector

organisations. However, this study focused only on the specific stage of the decision-
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making process in which alternatives are generated. The purpose of this study was to
compare the practices used to uncover those alternatives by decision makers. Nutt
found six approaches used by decision makers inside an organisation to uncover
alternatives. The “existing solutions approach” incorporates ready-made ideas found
within the organisation. The “benchmarking approach™ searches for solutions to
export the practices of individuals and organisations. The “integrated benchmarking
approach™ goes beyond simple benchmarking by examining more than one
organisation, and integrating the best ideas drawn from several sources. The “search
approach”™ uses an understanding of needs to guide the search for alternatives. The
“cyclical search approach” calls for an initial search to learn about available ideas.
The sixth approach is the “innovation approach”, which provides custom-made
solutions. Similar to all the studies mentioned previously, this study did not consider

the actual implementation of the decisions but rather focused on the stage of searching

for alternatives.

The previous studies concerning strategic decisions mainly focused on the process of
making those decisions without discussing the further processes. However, taking into
consideration the fact that decision-making process is not only the process of making
decisions but also their implementation, this research will attempt to cover the gap n
the literature by examining the implementation phase of the strategic decisions using
the Jordanian Banking sector as a case study. Nevertheless, in order to better
understand the decision-making processes, it 1s necessary to understand the ditferent
theoretical perspectives involved in decision-making which affect both the pre- and
post-decision processes. Therefore, the following section will discuss ditferent

theories and models of decision-making.

2.6 Theories of Decision-Making

Theories of decision-making do not belong to a single discipline; contributions have

come from economics, philosophy, economics, political theory, sociology and
psychology (Nilsson and Dalkmann, 2001; Sexton et al. 1999). This section will

begin by first analyzing the rational economic theory and highlighting some of the
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limitations that can be associated with this model. Following this, the political and
power theory will be discussed and its effect on the decision-making process will be

examined. Finally, this section will be concluded by discussing the garbage can model

and the problems connected with this theory.

2.6.1 The Rational Economic Theory

Rationality 1s considered to be one of the oldest and most influential managerial
thoughts (Ruthers, 1999). It can be defined as “consistency of choice” (Tacconi, 1996.
p. 333). In 1ts most basic form, the rational economic model of choice assumes that all
humans are fully rational and that their behaviour serves some purpose. The
identification, development, and selection model is considered to be the simplest
version of the rational model in which the decision maker enters the decision situation
with known objectives which determine the value of possible consequences of an
action (Simon, 1965). In this model, the decision maker has adequate and complete
information about the environment and accordingly knows the result of choice, which
results 1n the maximisation of values based upon this information. Therefore, rational-
model decision-making can be considered as a comprehensive, normative process in
which top managers gather information, develop alternatives, and then objectively

select the optimal alternative (Das and Bimg-Sheng, 1999; Eisenhardt and Zbaracki,
1992; Nutt, 1984; Anderson, 1983).

The assumption of rational behaviour is at the core of neoclassical economics
(Caldwell, 1982: Hausman, 1992). Clem Tisdell is one of the main researchers
interested in the rational model and in the paradigm of neoclassical economics who
produced many well known studies concerning this subject (see Tisdell, 1968). In his
1968 study, Tisdell was one of the first to identify some of the limitations of this
paradigm and indicated some alternatives to be explored. Furthermore, Tisdell (1976)
criticised Lange’s (1945) study stating that an actor needs to know the nature of that
which is to be maximised and that an actor might not be aware of his/her motives.
Tisdell added that in order to predict the rational behaviour of a person, knowledge of
this feasible region is required in which logic and mathematics alone are enough to

tell us about this region.
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The rational model approach has also been contested by many other researchers, who
have debated the cognitive abilities of decision makers. Simon (1945). who is one of
the most famous critics of this model, and Cyert and March (1963) said that
executives and managers are boundedly rational, and strive to be conscientious and
comprehensive in their decision-making but are not fully able to achieve that ideal.
Simon carried out another study in 1947 in which he criticised the maximization
aspects of the economic model. As Simon (1947) commented, individuals have
limited information which makes 1t difficult to know the result of each alternative. He
proposes the “administrative man” as a synonym to the “utility maximizing man”
(Brown, 2004, p. 1242), a character that is searching for satisfaction rather than
maximization. The individual has limited choices resulting from a lack of information
and has to try to choose between the available options. Later Simon (1957) criticised
the rational economic model for its difficulty in modelling the real world.
Furthermore, he challenged the validity of the classic economic actor by refuting the
Hobbesian notion of consistent, value maximizing calculation in human behaviour
(Eisenhardt and Zbaracki, 1992). Simon (1957) views managerial behaviour as being
characterised by the limited ability to formulate a comprehensive model of the world
and to process information. As a result, maximizing behaviour becomes impossible.
He argued that the limited cognitive capacities of individuals, together with
organisational complexity and environmental uncertainty work against the rational
model. Simon (1976) later added that choice can only be understood as bounded
rationality, i.e. rational activity which occurs within the setting of limited knowledge

and opportunities for implementation.

Simon (1993) also introduced the strategy of satisficing in describing what 1s

considered to be the realistic version of rational decision-making. A decision 1s
rational if it is appropriate to the accomplishment of specific objectives. The
uncertainties associated with the decision and the cognitive limitation of the

administrator lead the administrator to seek to satisfy rather than to maximise his/her

Income.

Lindblom (1959) for example, criticised the assumption of individual rationality of
maximizing behaviour in order to achieve the expected ends claiming it does not

correspond with empirical results concerning organisational and individual behaviour.
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Brown (1970) meanwhile, argued that “an individual will not search bevond the point
at which he is enabled to make a decision that appears satisfactoryv to him. If such a

solution occurs to him right away, he will not spend time and energyv looking for

‘1deal’ one” (Brown, 1970 cited in Castles ef al. 1971, p. 93).

Barnard (1962) and Allison (1971) also recognised human limitation in making
decisions, explaining that the rational model is not suitable for decision processes that
involve multiple managers and occur in organisations in which there may be
disagreement about organisational goals and the means used to achieve them.
Additionally, given the Ilimits of human information-processing capabilities,
individuals’ evaluation of different decisions can be expected to simplify the decision
process by limiting the criteria considered and by weighing some criteria more

heavily than others (Hitt and Tyler, 1991; Duhaime and Schwenk, 1985; Schwenk,
1984; March and Simon, 1938).

In opposition to the rational theory, Mintzberg et al. (1976) identified three phases of
decision-making processes (identification, development, and selection). They argued
that these three phases have no sequential relationship. Instead, decisions tollow
various routines. The phases and their routines can come in any order and can even be

repeated.

Anderson (1983) also criticised the rational model and argued that possible
alternatives are objected to, until a single one remains. This remaining option 1s not
necessarily the positive choice, but it is the least objectionable. This leads to the
conclusion that in practice decision-making can in fact often be far removed from the
rational economic model (Miller, 1990). This was supported by Nilsson and
Dalkmann (2001) and Nida (1997), who identified the rationalist tradition to be

normative. That is, it describes decision-making ‘as it should be’, rather than how 1t

takes place 1n practice.

Many factors play a significant role in the rationality of making strategic decisions.
Mintzberg and Waters (1982) noted that organisational size affects the rationality of
strategic decisions. Other research has found that rationality is decreased by

environment as a threat, external control, and high uncertainty (Dean and Shartman.
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1992; Eisenhardt and Zbaracki, 1992). However, to avoid the consequences of
bounded rationality, managers try to increase the rationality of strategic decisions by
minimising the uncertainty accompanied with those decisions. They do this by

searching for more information which contributes to more diverse points of view.

Furthermore, strategic decision makers may be rational at certain times and irrational
at others. Managers may make a rational strategy, but at the same time act quickly on
incomplete information (Isenberge, 1986). According to Eisenhardt (1989) decision
makers may develop many alternatives but may then only analyse them superficially.
They may also search for information from many different sources but focus on only a
few. In theory, decision makers always try to figure out all the potential alternatives
and then choose the most optimal solution (Stroh er al., 2002). However, those

decision makers have to weigh the probability of finding a better solution against the

additional time and cost spent searching for it (Prabha er al., 2007).

The rationality model is likely to be unrealistic in countries with a highly uncertain
environment. Furthermore, strategic decisions, as has been mentioned earlier in this
chapter, are characterised by being ill-structured and involve uncertainty with respect
to alternatives and their consequences. Consequently, courses of action concerning
decision-making in general and strategic decisions in particular can only achieve
satisfactory levels. This suggests that results will be merely satistactory no matter

what occurs in the decision process and independent of the course of action.

Having argued that rational economic theory is not applicable to the real life situation
within an organisation and that decision makers try to find solutions which satisty
rather than maximise their goals and objectives, the next sub section will discuss the
incremental approach which is considered to be an alternative approach to the rational

economic theory (Lindblom, 1959).

2.6.1.1 Incrementalism approach

Lindblom (1959) is opposed to the static start of the rational theory and. considering

the limit of individuals’ capabilities, the characteristics of strategic decisions and the
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eftect of external factors on them, proposed an alternative model called “muddling
through”- to typify the partial and incremental features of the decision-making
process. “Muddling through” 1s a common decision-making strategy by which the
administrator makes most decisions under time pressure and based on partial
information. Lindblom (1959) concluded that because it is almost impossible to obtain
consensus on organisational goals and objectives in public policy, the few actions that
are politically feasible will be only marginally different from the current practices.
Consequently, the administrator should adopt a strategy of incrementalism through
which small changes in public policy can be evaluated and achieved. Wrapp (1967, p.
95) described this as “muddling with a purpose”, whereas Joyce (1986). on the other
hand, suggested that the decision-making process 1s a consistent movement towards
broad goals. Lindblom’s instrumentalism presumes that goals and values are
fragmented, whereas the rational theory assumes an agreement on goals and values.
Furthermore, the incremental model assumes that at any one time decision makers
consider only incremental alternatives with a limited number of means. In other
words, solutions are considered only when they are realistic. According to Lindblom
(1979) the best way to make decisions is by applying the incremental process, 1n
which the problem is dealt with little by little, especially when the problem is difficult

and conditions are such that change seems difficult or even impossible.

Mintzberg and his associates implicitly mentioned the idea of incrementalism in their
study carried out in 1976 by commenting that the strategic decision-making process
involves many steps. Das and Bing-Sheng (1999) supported this and said that at the
beginning an organisation has to act in small steps, in order to make sense of its

environment and its own operation. According to Minzberg et al. (1976, p. 250):

“Strategic decision process is characterised by novelty, complexity, and
openness, by the fact that the organisation usually begins with little
understanding of the decision situation it faces or the route to its solution, and
only a vague idea of what that solution might be and how it will be evaluated
when it is developed. Only by groping through a recursive, discontinuous
process involving many difficult steps and a host of dynamic factors over a

considerable period of time 1s a final choice made.”
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Lindblom’s analysis has been subject to several criticisms. For example it is claimed
that his theory does not provide a sufficient framework for the strategic decisions
which occur at the top level (Dror, 1969). Another criticism is that incrementalism
deals with decision-making as a corrective action, concentrating on revealing
symptoms rather than a diagnosing the problem itself (Nees, 1979). Braybrooke and
Lindblom (1963) studied decisions concerning policy issues in public organisations.
Although they were interested in the decision-making process, little attention was paid
to the potential problems which may occur during the implementation phase.
Notwithstanding, Braybrooke and Lindblom were aware that one must consider what
happens after decisions have been made. As the implementation of decisions may
lead to unforeseen complications, they proposed a ‘disjointed incrementalist’ method
of making decisions. Consequently, one criticism of their approach is that they did not
pay attention to the post-decision process. However, their study does implicitly
suggest that the implementation of decisions will be easier following the incremental
theory since changes are not too radical and political conflict is reduced (Miller.
1990). This will be also supported by the results of this thesis which show that banks
in Jordan apply incrementalism while implementing their strategic decisions to help
detect any problems associated with each stage and to eliminate them so they do not
negatively affect the outcome of those decisions. Another criticism was that
Braybrooke and Lindblom (1963) focused on the public sector only and did not
examine whether the incrementalism approach would be successtul, or even

applicable to other types of organisations.

Many researchers discussed incrementalism in the decision-making process. For
example, Quinn (1980) found that in the private industry, logical incrementalism 1s
more pervasive, in contrast to the findings of Lindblom (1959). Furthermore.
Hrebiniak and Joyce (1985) found that because of the existence of unstable
environments and the limitation of managers’ cognitive abulities, 1t 1s best to choose
the smallest increments possible to achieve strategic objectives. Hickson er al. (1986)
also discussed incrementalism, explaining that decision processes occur in an
irregular series of small disjointed steps, not necessarily in an ordered sequence, but

in line with the circumstances of the moment.
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Based on the above discussion, it can be concluded that both the satisficing and
incremental approaches have rejected the idea of an underlying rational theorv. Both
approaches suggest that the decision-making process is subject to various sorts of
constraints such as the limited cognitive abilities of the decision makers. They have
suggested that the decision process is more complex and complicated than the rational
actor approach may suggest. Managers may perceive that the risk of environmental
uncertainty can be controlled by moving slowly and carefully and by acting at a
satistactory level. If there is any risk, they can move slowly to manage and control the
situation, and achieve the organisational goals. However, rather than having a single
goal concerning profit maximization, organisations tend to have multiple goals which

may not correspond to those of its participants (Rodrigues, 1980).

Overall, 1t 1s noticed that the matter of whether the decision maker is rational or
boundedly rational 1s no longer debatable. Most empirical studies support the idea that
human cognitive abilities have a certain limit, which means that decision makers look
to satisfy rather than optimize. Decision makers rarely have the full alternatives or
choices available to them, instead; they make their decisions by choosing from the
best available choices. The studies also support the notion that many decisions follow
the basic phases of problem identification, development and selection. Sometimes,
however, they cycle through various stages, frequently repeating, often going deeper,
and always following different paths by fits and starts. The shape of these paths i1s
influenced by the complexity of the problem and the conflict between decision makers
(Eisenhardt and Zbaracki, 1992). This was supported by Arnaboldi and Azzone
(2005), who said that strategies use the incremental approach to test different

techniques and to address alternatively varied subunits inside an organisation.

The studies concerning the rational theory and the two approaches mentioned earlier
only focused on the pre—decision process. However, their effect on the

implementation of strategic decisions has not yet been discussed. This 1s coupled

with an absence of discussion on the differences in the implementation of
programmed and non-programmed strategic decisions (Miller, 1990). Consequently.
we do not know whether these theories and approaches have the same effect on the
implementation process as they have on the pre-process. Miller (1990) agreed with

this and commented:
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“We do not know because we are not told. Implementation is not discussed by these
writers. Perhaps, implicitly, it is assumed that if the proper procedures and strategies
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