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1. Introduction

a) Motivation of the research

Modern business world consists of a great variety of business units that supports the
development of the field and fuels the national economy. One of the most numerous types is known
as SME, which stands for small and medium enterprises. The term is used globally; however, it
has a slight shift in meaning in different countries. In Russia there are almost 6.2 million micro,
small, and medium-sized enterprises, most of them being micro-firms (41%) and individual
entrepreneurs (55 %)*. The table below illustrates the criteria of SMEs from the 2007 Federal Law
on “Development of Small and Medium Entrepreneurship in the Russian Federation”, which

defines the sizes of SMEs as follows:

Type Employees Revenue (Rub Million)
Micro Upto 15 Up to 120

Small 16-100 Up to 800

Medium 101-250 Up to 2000

Table 1 SME’s Classification; Source: [OECD (2020)]

The Small and Medium Enterprises (SMESs) play a critical role in driving economic growth
and employment creation?. There are few important factors that highlight the significance of SMEs
examination and research. SMEs are promoting regional development, as they are often locally
owned and operated, they contribute to economic growth in smaller communities. Their presence
can lead to increased investments, infrastructure development, and overall advancement of the
region. Moreover, SMEs are a breeding ground for innovation and competition®. They are more
willing to experiment with new ideas and take risks, leading to the introduction of new products
and services. Their innovative nature keeps larger businesses on their toes, driving competition

and forcing them to improve and adapt®. Finally, they contribute to a more competitive

Financing SMEs and Entrepreneurs 2020. (2020). In Financing SMEs and entrepreneurs.
https://doi.org/10.1787/061fe03d-en.

2Bayraktar, M., & Algan, N. (2019). The importance of SMEs on world economies. Uluslararast Avrasya Ekonomileri
Konferansi. https://doi.org/10.36880/c11.02265

3Ng, K., Ahmad, A. R., Wei, K. C., & Rizad, S. H., MD. (2017). SMES are embracing innovation for business
performance. Journal of Innovation Management in Small & Medium Enterprises, 1-17.
https://doi.org/10.5171/2017.824512

“Galli-Debicella, A. (2021). How SMEs Compete Against Global Giants Through Sustainable Competitive
Advantages. Journal of Small Business Strategy, 31(5), 13-21. https://doi.org/10.53703/001¢.29812



marketplace, ensuring that consumers have a wider range of options to choose from. This
diversification helps stimulate economic growth and enhances customer satisfaction.

In today's dynamic and competitive marketplace, companies cannot expect to “stay afloat”
just by operating in their habitual, experience-proven way. The velocity of external and internal
processes is rising all the time, requiring companies to create a tool that would help them
adequately manage such changes. Therefore, flexibility is no longer just a desirable attribute for
organizations; it has become a necessity for survival - as it really allows them to stand out among
competitors and more importantly strive themselves®.

All the above is particularly relevant for the service sector, as SMEs require the ability to
adapt and respond to new opportunities and challenges, while facing a fierce competition and
constant fight for the customers and their preference. These challenges necessitate a proactive and
adaptable approach to exploit emerging opportunities and mitigate threats, which aligns with the
term strategic flexibility.

It was considered important to narrow down the segment of the research to allow a more
“personalized” and detailed approach. It is also obvious that different parts of similar industries
can still have various differences and therefore need separate research done. Service sector is
presented with many different types of segments, one of the largest being HoReCa segment, which
stands for Hospitality, Restaurant, Catering. In other words, acronym offers a way to describe
businesses and operations that cater to clients seeking out-of-home food, drink, and lodging
experiences. In order to narrow down the scope even more it was decided to mainly focus on the
Restaurant industry, which is presented by many different types of organizations. The sphere is
considered interesting for the research and relevant due to the number of factors:

1) Radical changes are happening in strategic management in the HoReCa sector,
highlighting the necessity of flexibility in long-term development plans®;

2) The need seems even more crucial due to rapid growth of competition, serious shifts
in customer preferences, appearance of advancing technologies and their general
importance in sustaining competitiveness;

3) Regulatory compliance requires to stay alerted and follow specific regulation in a

rapid manner, while adopting all of the business processes’;

SAgrawal, V. (2023, March 21). Flexibility is the new normal. Forbes.
https://www.forbes.com/sites/forbesbusinesscouncil/2023/03/20/flexibility-is-the-new-normal/?sh=21be65616353
®Yurovchyk, V., Goblyk-Markovych, N., & Ilto, T. (2024). STRATEGIC MANAGEMENT IN HORECA: a
MODERN PERSPECTIVE. Economic Scope. https://doi.org/10.32782/2224-6282/190-30

"Challenges, solutions, and trends for the restaurant industry in 2024 - RizePoint. (2024, January 26).
https://rizepoint.com/challenges-solutions-and-trends-for-the-restaurant-industry-in-2024/



4) Ongoing labor management challenges create a need for sustainable attraction,
retention, teaching and development of the staff to be able to provide competitive
services.

All of the above together with the great uncertainty that is specifically present in the
Russian segment in the last 4-5 years highlight a great importance of the research and creates a
great space for exploration and discussion. We stress the uncertainty and high market volatility
due to the latest rapid changes in market regulations, customer demand and their purchasing power.
The two latest “disruptions” are Pandemic due to the spread of Covid-198 virus, that struck the
industry completely, and Special Military Operation of Russia in the Ukraine, which led to many
smaller changes and challenges® that affected various parts of restaurant operations.

Although, we narrow down the scope, we still await for applicable and relatable results,
we believe that insights gathered in the food service industry can be relevant for other service
sector groups, because the main focuses of the work are common in the service industry in general:
Dynamic environment, unpredictable demand, close dependency on the customers, etc.

Management is being studied all over the world, the academic community is constantly
“producing” new insights in the theoretical foundation and background of different theories,
concepts, frameworks. Although such growth and development are beneficial for the further
blossoming of managerial science, such variance brings a disagreement between experts and
creates a space for discussion and modifications®. That is the main argument for continuing the
theoretical research of the well-studied subjects as the Strategic flexibility and dynamic capability.
These concepts are considered vital and are used to explore various fields of management,
therefore need to be reviewed and reconsidered for the specific goals and purposes of the particular
research.

Considering the importance of practice-oriented research in business studies, it is vital to
keep the flow of the updated exploration going. Newer analysis is always needed in order to
combine theoretical and practical, especially in the world of rapid growth and development.
Although internationalization is blooming, national peculiarities and various specific local details
make it impossible to simply transfer the results of one study to all of the different regions and

niches. Russia is quite a specific region, its local culture and rapidly changing business and external

8Serova E. G., Vorobyev P. F., Fainshtein E. M. (2023). The impact of the covid-19 pandemic on the restaurant
business: recommendations based on an expert interview. Management consulting. Ne2 (170). Pp. 99 - 121.
°Restaurateurs have  reported a  “vacuum” of cooks and  bartenders. (n.d.) RBC.
https://www.rbc.ru/business/05/09/2023/64f5cd779a794733d67b3f65

®Herhausen, D., Morgan, R. E., Brozovi¢, D., & Volberda, H. W. (2021). Re-examining Strategic Flexibility: A Meta-
Analysis of its Antecedents, Consequences and Contingencies. British Journal of Management, 32, 435-455.
https://doi.org/DOI: 10.1111/1467-8551.12413



political environment ask for constant revision of the known concepts and recommendations®?.
While there is a substantial amount of literature available on the concepts of strategic flexibility
and dynamic capabilities in large multinational corporations, the literature on these concepts in
Russian SMEs is relatively limited, which restricts the possibility of practical implication of the

findings.

b) Research goals and tasks

The primary objective of this research is to identify the connection between strategic
flexibility and dynamic capabilities in SMEs within the service sector in Russia. The specific
research objectives are as follows:

a. To identify the key determinants of strategic flexibility in SMEs in the food service

sector;

b. To analyze the role of dynamic capabilities in enabling strategic flexibility;

c. To identify the possible challenges in enabling strategic flexibility through dynamic
capabilities;

d. To define practical recommendations on fostering strategic flexibility through dynamic
capabilities for food service companies.
To fulfill the above objectives, the following steps need to be done:

1) formulation of the main research question and its aligning with current research gap;

2) analysis of current theoretical background on the main theoretical concepts (strategic
flexibility, dynamic capabilities theory) and its comparative study in order to find common
basis and misconceptions that allow for further explanation and deeper understanding;

3) development of the suitable methodology and its justification;

4) conduction of the empirical study;

5) analysis of the results;

6) formulation of the conclusions and recommendations.

c) Research structure

To reach the objectives identified in this work, we propose the following structure of the
paper. Firstly, we will start with the literature review, where the theoretical background of the
important concepts is being explored and presented in the form of a report, stating the most

important points and introducing the relevant opinions and theories.

Hvanova, N. 1. (2019). SHS Web of Conferences. Entering the Russian Market: The Peculiarities for Foreign
Companies, 62. https://doi.org/https://doi.org/10.1051/shsconf/20196209005



We started with the strategic flexibility concept and studied its interpretation by six main
scholars, which allowed us to combine their definitions and create a complex explanation that
serves as a basis for the next part of the work. Similarly, we introduce the dynamic capabilities
Theory, combining the existing knowledge and deriving the combined definition as well as the
precise explanation of different dimensions of it.

We then moved to conducting an empirical part of the research, which was chosen to be
done by the qualitative research method. We conducted a series of semi-structured in-depth
interviews, which allowed us to get valuable insights into the practical side of enabling strategic
flexibility. As the tool for analysis we choose thematic analysis, which seems to be the most
suitable in terms of insightful exploration of the topic. The final results allowed us to formulate a
list of practical recommendations with precise examples and thorough descriptions from the
respondents, which grant the answer to the main research question: “How can SMEs foster
strategic flexibility through dynamic capabilities in the service sector in Russia?”.

We continue with the discussion of results, presenting a framework that can serve as a
guidance for both academic and practicing community, focusing on the way dynamic capabilities
can be combined to help create a strategically flexible environment in the company. The limitations
and possible themes for the further research are also identified in the final part of the work.

References can be seen at the end with all the relevant links. Appendices chapter includes
all the supplementary material, that may be useful, except for the transcripts of the interviews, that
can be found via the online depository link
https://docs.google.com/document/d/1zulBpam6RzbvKeHEV-
D2dkecsLtmAkvkOdzdQj6rKSp4/edit .



https://docs.google.com/document/d/1zuIBpam6RzbvKeHEv-D2dkcsLtmAkvkOdzdQj6rKSp4/edit
https://docs.google.com/document/d/1zuIBpam6RzbvKeHEv-D2dkcsLtmAkvkOdzdQj6rKSp4/edit

2. Theoretical background

a) Strategic flexibility

Originally the term "strategic flexibility" gets its roots from the field of strategic
management. The concept of strategic flexibility generally refers to an organization's ability to
adapt and modify its strategy and resources to respond effectively to the changing market
conditions, competitive dynamics of the environment, and other external factors.

One of the earliest mentions of the term seems to be tracing back to the 1980s and 1990s,
when scholars began exploring the need for companies to develop flexible strategies to navigate
the growing uncertainties and rapidly changing environments that intensifies with time. Later on
strategic flexibility became a central theme in the strategic management literature, as researchers
sought to understand how exactly organizations can create and more importantly maintain a
competitive advantage by being adaptable and responsive to the external irritants.

The work that seemed to have first mentioned the term and therefore started further
research is the book "Strategic Flexibility: Managing in a Turbulent Environment"” by Charles C.
Snow and Raymond E. Miles, published in 1978. This work introduced the concept of strategic
flexibility, claiming that it is a key factor for organizational success in dynamic environments.
Since then, numerous scholars and researchers have further developed and refined the concept of
strategic flexibility, exploring its various dimensions, antecedents, and consequences.

Strategic flexibility is a crucial concept for organizations aiming to achieve sustainable
competitive advantage. There are several theoretical frameworks that arose from the original
discussion of the topic. It is important to look closer on those frameworks and various perspectives
to compare similarities and highlight the conceptual mismatches. Below, there are 6 main
interpretations of strategic flexibility that were analyzed and considered when finalizing the

understanding of the concept and its details in this work for the particular aims of research.

1. Resource-based view: This perspective, developed by Barney (1991), emphasizes the role
of firm-specific resources and capabilities in achieving competitive advantage. From this
viewpoint, strategic flexibility encapsulates a firm's capacity to continuously adapt and
reform its resources and capabilities following the evolving market conditions and
competitive dynamics. That way Strategic capability focuses not only on the leveraging
and reconfiguration of existing resources to address existing opportunities, but also on the
acquisition, development, and integration of novel resources when necessities arise
(Madhok, 1997).



Embedded within the resource-based view framework, strategic flexibility emerges as a
vital factor for firms aiming to sustain their competitive advantage and achieve continuous
success. By creating a climate of agility and responsiveness to external disruptions, firms
can support the existing number of valued, rare, and inimitable resources, that way creating
a fundament for sustained competitive advantage (Barney, 1991; Peteraf, 1993) All in all,
from the point of the resource-based view theory, strategic flexibility emerges as a basis
strategy, bringing firms on the path to not only strengthen their competitive positioning in

the present but also seed the grounds for sustained relevance and prosperity (Barney, 1991).

Dynamic capabilities perspective: This perspective was proposed by Teece, Pisano, and
Shuen (1997), the authors explore the concept of dynamic capabilities and its implications
for strategic management. The work mainly focuses on the firm's ability to integrate, build,
and reconfigure internal and external resources to address changing market conditions. It
emphasizes the role of strategic flexibility in enabling firms to sense and seize new

opportunities.

The authors define dynamic capabilities and argue that these capabilities are essential for
firms to adapt and thrive in today’s dynamic and competitive business landscape. The
article discusses how firms can develop and leverage dynamic capabilities by continuously
scanning and responding to market changes, building and renewing organizational
routines, and fostering a culture of innovation and learning. The authors emphasize the
importance of aligning these capabilities with the firm’s strategic goals and values to

achieve sustainable competitive advantage.

Furthermore, the article highlights the role of top management in driving the development
of dynamic capabilities and fostering a flexible and adaptive organizational culture. It also
discusses the challenges and potential pitfalls that firms may face in building and
leveraging dynamic capabilities, such as inertia, resistance to change, and resource
constraints.

Overall, the article makes a compelling case for the importance of dynamic capabilities in
today’s fast-paced business environment and provides valuable insights for strategic
management practitioners looking to enhance their firm’s ability to adapt and thrive in an

ever-changing market.

Real options theory: This theory, developed by Myers (1977) and extended by Trigeorgis
(1996), suggests that firms should view strategic decisions as options, allowing them to



delay or change their decisions based on market conditions. The theory of Real options
creates an important framework for understanding and evaluating strategic flexibility. It
compares strategic decisions with a form of financial options, proposing that a firm obtains
a right rather than an obligation to perform different actions (e.g. investments or changes

in the future).

Real options theory creates a tool to assess the value of various strategic decisions and
identify the best course of action in uncertain and dynamic environments. The concept
specifically focuses on the great value of flexibility and therefore adaptability to the
changing environment. This approach recognizes that in today's dynamic and uncertain
business world, having the flexibility to respond to unexpected opportunities or threats can

be a key driver of success.

The distinctive feature of real options theory is its huge focus on the future value of present
decisions and possible opportunities that are to arise in the coming times.

3. Ambidexterity: Scholars like O'Reilly and Tushman (2004) argue that firms need to
balance exploration (seeking new opportunities) and exploitation (leveraging existing
capabilities) to achieve strategic flexibility. This literature highlights the challenges and
strategies for organizations to simultaneously pursue both exploration and exploitation and

the nuanced strategies required to effectively manage this dual pursuit (Lavie et al., 2010).

Authors in a way combine both previous points of view, merging processes and products
of the past and the proactive search of innovative initiatives, representing a fundamental
base of strategic management in today's fast-evolving business landscape (Lumpkin et al.,
2009).

5. Organizational learning: Researchers like Levinthal and March (1993) initially explore
how organizations learn and develop knowledge that enables them to be more flexible
strategically. They emphasize the importance of absorptive capacity, knowledge transfer,

and knowledge creation processes in enhancing strategic flexibility.

Organizational learning theory generally states that the acquisition, interpretation, and
dissemination of knowledge within an organization are vital for fostering strategic
flexibility (Argyris and Schon, 1978). This perspective emphasizes the role of knowledge

creation, sharing, and application as foundations for adaptive behaviors and decision-



making processes that underpin strategic flexibility (Lane et al., 2006). Academic society
emphasizes the importance of not only leveraging existing knowledge and capabilities but
also proactively seeking, assimilating, and leveraging new insights and external

information to facilitate strategic adaptation (Levitt and March, 1988)

Moreover, organizational learning theory supports the significance of fostering a learning
culture and knowledge-sharing mechanisms within an organization to facilitate strategic
flexibility (Senge, 1990).

6. Institutional theory: This stream of literature, that originally begins from the work of
DiMaggio and Powell (1983), mainly explores how companies respond and adapt to the

external forces of institutional norms.

This theory focuses on influence of such factors as regulatory structures, societal norms
and cultural practices?. Oliver (1991) continues the discussion on how in the context of
strategic flexibility, institutional theory defines the ways for organizations to navigate the
“pressure” and expectations, while maintaining the necessary responsiveness to disruptions

in their own environment.

The theory, similarly to the concept of ambidexterity, emphasizes the essential balance
between institutional norms and the inner ability of the firm to adapt to those fluctuations
and shifts.

Strategic flexibility is seen as a mandatory mechanism for organizations to conform to the
influence of institutional norms while simultaneously ability to adjust and innovate in a

response to changes in the institutional environment.

These are some of the main theoretical perspectives and studies shaping the academic
knowledge on strategic flexibility. Researchers and practitioners continue to investigate various
dimensions of strategic flexibility, providing valuable insights on how organizations can adapt and
thrive in dynamic business environments. In general, the concept of strategic flexibility, although,
has variations, still remains focused on the creation of a resilient environment through combining
capabilities and internal resources of the firm. In order to fulfill one of the objectives of the current

research a common definition is formulated the following way:

12Scott, W. R. (2014). W. Richard SCOTT (1995), Institutions and Organizations. Ideas, Interests and ldentities.
Management, 17(2), 136. https://doi.org/10.3917/mana.172.0136



Strategic flexibility defines a firm’s capacity to adapt to the changes that may appear inside
or outside of the organization. External factors involve evolving market conditions, competitive
dynamics, uncertain political or economic environment and changes in institutional norms. Among
internal factors there are changes to structure, allocation of resources, organizational culture and
operational processes.

The main objective of the strategic flexibility approach is to learn to adapt and react to

disruptions. Combination of different theories creates a following action plan:

Identify the change/opportunity

Come up with possible solutions

Evaluate the options

Choose the one, that focuses on sustaining competitive advantage and innovation

a b w0 N e

Learn from the process and incorporate it via learning mechanisms for the future.

The main part of Strategic flexibility creation is aligning and combining the right
capabilities to design an adaptive and resilient organization. The next part of the theoretical

exploration is finding out what those capabilities are and how they can be created and sustained.

b) Dynamic Capabilities Theory

Although Dynamic Capabilities is one of the most researched concepts in the modern
strategic management field, it still remains under explored, leaving some questions,
misconceptions and interpretations to the whole theoretical background. That is why, it is crucial
to try and look more closely into the theory and its main conceptual pillars — to formulate the
current understanding of the concept for the following research and dig deeper into really
understanding the core meaning and sense of it.

While conducting the thorough literature analysis among the available research of the recent
years, it became obvious that there is an existing level of slight divergence between the
understanding of the nature of the dynamic capabilities. However, there is a possibility to combine
those visions and rule out the common version, that would suit the future research. The goal was
achieved by comparing and contrasting various versions and assessing them. It is important to note
that accurate interpretations of such concepts can help with the flow and direction of future
research.

Being the first to discuss the subject, Teece et al. (1997) describes Dynamic Capabilities as
“the firm's ability to integrate, build, and reconfigure internal and external resources/competences
to address and shape rapidly changing business environments”. Authors claim that dynamic

capabilities are a tool to sustain competitive advantage and emphasize the role of these capabilities



in shaping a firm's long-term strategy. In his theory he tries to combine the need to balance out
two opposing strategic directions. Companies must possess the stability to carry on adding value
in their own unique way, as well as stay resilient and adaptable to quickly alter direction when
necessary.

Following the appearance of the basic theory, Eisenhardt & Martin (2000) define Dynamic
capabilities as “evolutionary” processes of adaptation within organization according to the
changing times and environments over time. Authors finalize their perception of the theory with
the following statement “competitive advantage does not lie in the dynamic capabilities themselves
but rather in the resource configurations that managers build using these dynamic capabilities*®”.
They also identify the need for “transformation” of the capabilities and their interpretations in the
different environments and conditions.

As another example of the slight transformation of the theory that aims at a better explanation
and usability there is a framework formed by Teece as a follow up to his previous theoretical works
in 2018 — Teece finalizes his report by saying that the dynamic capabilities framework can assist
and guide managers toward greater possibilities for sustained high performance over the long term
perspective by establishing the important components and interrelationships more evident. The

observed framework is presented on the picture below:

, Dynamic \
Y Capabilities

Capabilities

Picture 1 DC Framework; Source: [Teece 2018]

Overall the majority of authors agree that Dynamic Capabilities in the end of the day creates
a set of “processes/routines/ordinary capabilities”. In general, they are seen to be combined and
transformed in order for companies to be able to adapt to the changing environment.

It is important for the current research to not only formulate the general definition, but also
look deeper into some exact examples and practical propositions of dynamic capabilities
introduced into the business environment. Formulations of such specific processes and routines is

vital for the usability of the theoretical concept in the real business world.

BEisenhardt, Kathleen & Martin, Jeffrey. (2000). Dynamic Capabilities: What Are They? Strategic Management
Journal. 21. 1105-1121. 10.1002/1097-0266(200010/11)21:10/113.0.CO;2-E.



Teece (1997, 2001) comes up with the fundamental description of the concept and the three

mandatory dimensions. The table with the description and explanation of each of the necessary

dynamic capabilities is presented below:

Dynamic
Capability

Explanation in terms of
achieving strategic
flexibility

Business world example

Ability to sense and
shape opportunities

Organization's capacity to
detect, identify, and

IBM creates four processes that are fulfilled by
the monthly meetings in order to identify,

capabilities allow firms to
take proactive actions in a

timely manner to
capitalize on these
opportunities or avoid

possible threats. Among
those are the ability to

make quick strategic
decisions and effectively
apply new initiatives,

allowing organizations to

and threats | interpret changes in the [ combine and share the existing understanding of
(Sensing) business environment. | the current market state, as well as the internal
They enable firms to spot | environment. Four Processes include gathering
emerging market trends, | insight with the help of:
competitive - Technology team (assesses the market
threats/opportunities, readiness and the potential of emerging
therefore serving as a technologies);
foundational element for - Strategy team (examine the market
future strategic flexibility. results of existing unit strategies as well
as to explore new growth areas);

- Integration and values team (group of
300 key leaders, selected annually by the
CEO, who are considered responsible for
integrating IBM through company-wide
initiatives);

- Deep Dive (structured process, typically
requested by a general manager
confronting a  performance  or
opportunity gap and staffed jointly by the
operating unit and the strategy group)**.

Ability to seize | When potential | Apple changed the way people listened to music
opportunities opportunities/threats  are | and set the stage for its future dominance in the
(Seizing) identified, seizing | digital music market with the release of the iPod

in 2001. As the pioneer in the portable media
player industry, Apple gained a substantial
market share by introducing a user-friendly
gadget with an integrated online music store
(iTunes). After sensing the market gap - Apple
managed to employ proactiveness and made a
fast decision, followed by the rapid execution,
which allowed Apple to overtake the competitors
and win the niche completely®®.

“Harreld, J. B., O’Reilly, C. A., & Tushman, M. L. (2007). Dynamic Capabilities at IBM: Driving Strategy into

Action. California Management Review, 49(4), 21-43. https://doi.org/10.2307/41166404

15Seizing Opportunities: First Mover Strategies for Business growth. (2024, April 21). fastercapital.com.

https://fastercapital.com/content/Seizing-Opportunities--First-Mover-Strategies-for-Business-Growth.html




convert opportunities into

tangible competitive

advantages.
Ability to maintain | Such capabilities help | Originally, Netflix was only a DVD rental
competitiveness companies to rapidly | service, therefore in order to service its users, it
through enhancing, | reconfigure their | had to rely on the physical stores. But when it
combining, resources, competencies, | turned its attention to streaming services,
protecting and | routines and processes, | Company was able to attract a larger audience
reconfiguring  the [ involving reallocation of | and increase its global reach - becoming a
business human, financial, and [ number one streaming giant. Netflix's success
enterprise’s technological resources, | can be linked to its rapid implementation of
intangible and | leveraging partnerships, | digital transformation strategies, which enabled it
tangible assets | alliances, and | to optimize new technologies. Its evolution from
(Transforming) collaborations to line up [a DVD rental business to a top streaming

with new strategic | provider by reorganizing its assets and redefining

objectives and respond to | its core skills in response to evolving customer

disruptive market [ demands and technical breakthroughs is a great

dynamics, while | example of transformation capability™®.

facilitating strategic

flexibility..

Table 2 Dynamic Capabilities and description of dimensions

Following the logic of the fundamental theory, Teece (2001) claims that in order to face new
problems, three dynamic capabilities are required. Organizations and their staff members require
the capacity to pick up new skills rapidly and develop strategic assets. The organization must
include new strategic assets like capability, technology, and customer feedback. The configuration
or transformation of current strategic assets is also required. The ability to restructure the firm's
asset structure and complete the necessary internal and external transformation is required in fast-
changing markets (Amit and Schoemaker, 1993). Because change is expensive, businesses must
create procedures for identifying low-risk, high-reward improvements. The ability to adapt
depends on the speed with which one can quickly complete reconfiguration and transformation in
order to gain an advantage over rivals.

The explanation of the dynamic capability concept lets us assume its tight relationship with
the strategic flexibility concept. Following the basic description, Teece highlights corporate agility
as something that really matters for business, linking its achievement with the ability to foresee
opportunities, follow them and transform the existing resources when necessary. That statement
completely aligns with the whole strategic flexibility framework reviewed in the previous part of

the chapter.

6Bismarck, A. (2023, January 16). How Netflix achieved digital Transformation: a case study. Digital Socius.
https://digitalsocius.co.uk/from-a-small-ecommerce-model-to-a-fortune-500-saas-company-a-comprehensive-case-
study-on-how-netflix-leveraged-digital-transformation/



It is also important to mention another dimension at explaining and defining dynamic
capabilities. First stated by Helfat et al. (2007) definition of the concept included the word
‘purposeful’ to all the previous versions of definitions. It was made in order “to make explicit what
previously was implicit”’. The word purposeful specifies a minimal desired degree of
intentionality, in order to distinguish a capability that was specifically aimed for from pure luck.

Current research will focus on linking dynamic capability concept to strategic flexibility, the
presumptive relationship links both concepts as a tool and a resulting “power”. Therefore, it seems
important to dive deeper into the measurement of the results of Dynamic Capability inclusion in a
firm's organization. Research into dynamic capabilities usually aims at clarifying the sources of
competitive advantage - it indicates that firm performance is an important aspect of the theory and
is typically thought of as the end goal of dynamic capabilities. Ordinary capabilities or the firm's
larger resource base may change as a result of dynamic capabilities, and this change may
eventually result in a change in performance. Therefore, performance cannot be explained by
dynamic capabilities; rather, performance changes must be considered (Laaksonen O., and
Peltoniemi M. (2018)). After conducting their thorough research and a study in 2018 Laaksonen
O and Peltoniemi M. came up with the 4 categories, assessment of which would give a good
understanding of ways and possibilities to measure Dynamic Capabilities and their “workability”.

The categories and a short explanation is presented in the table below:

Category Description

Dynamic capability operationalized by |operationalizations are based on managers’ views
managers’ evaluations and evaluations concerning how well their firm
performs particular tasks or how good their firm’s
ability in given tasks is, either relative to

competitors or in an absolute sense.

Dynamic capability operationalized using |operationalizations are based on numerical data that
financial data can be found in the firm’s account books, profit and

loss statement or balance sheet.

Helfat, C. E., & Peteraf, M. A. (2009). Understanding dynamic capabilities: progress along a developmental path.
Strategic Organization, 7(1), 91-102. https://doi.org/10.1177/1476127008100133



Dynamic  capability  operationalized | Operationalizations track the past experience (e.g.
through a company’s experience, actions, |[number of years operated in a given product
and performance market), actions (e.g. number of product
introductions or adoption of a particular innovation
model) and performance (e.g. number of patents or

number of industry awards) of the firm

Dynamic capability operationalized using [operationalizations track the characteristics and
managers’ or employees’ experience, |actions of executives or employees (e.g. education

actions, and performance or publishing activity

Table 3 Categories of DC measurement; Source: [Laaksonen O., and Peltoniemi M.]

The current research will mostly focus on the third dimension - Dynamic capability operationalized
through company’s experience, actions and performance. This can be explained by the initial
motivation to look into the internal processes and perceptions of the employees on the front line.
It is especially vital to look deeper into the specific actions that can drive the development of the
company. Such examples can be of great use to the academic community as well as the practitioner
in the field.

Finalizing the theoretical overview of dynamic capability theory, it is vital to mention that
although all 3 dimensions of capabilities are important, some of the previous research found out
that there may be a different level of usefulness for a firm*8. That is the reason for aiming at finding
the exact capabilities that are considered useful from the perspective of practitioners and not
generalize the concept.

Connecting the concept of Dynamic capability with strategic flexibility concepts, creates
an understanding of the theoretical basis of their relationship. As it becomes obvious that dynamic
capabilities’ implementation addresses the rapid environment and aims to achieve strategic
flexibility - therefore being an instrument or a tool for creating one. The study by Muneeb et al.
(2022) formulates this interrelation as follows : “DC serves as a foundation for achieving SF°”.
Researchers also propose the framework that perfectly illustrates the tense linkage between the

two concepts and leaves no space for interpretation:

18Dhaheri, M. A., Ahmad, S. Z., Bakar, A. R. A., & Papastathopoulos, A. (2023). Dynamic capabilities and SMEs
competitiveness: the moderating effect of market turbulence. Journal of Asia Business Studies, 18(2), 277-298.
https://doi.org/10.1108/jabs-03-2023-0106
®Muneeb, D., Khattak, A., Wahba, K., Abdalla, S., & Ahmad, S. Z. (2022). Dynamic capabilities as a strategic
flexibility enabler: organizational responsiveness to COVID-19. Journal of Asia Business Studies, 17(4), 824-849.
https://doi.org/10.1108/jabs-01-2022-0023
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These findings fully align with the recent systematic literature review on strategic
flexibility performed by Brozovic in 2018, confirming that dynamic capability implementation is
the important driver of strategic flexibility.

This finalizes the overview on Dynamic Capabilities Theory and its recent developments,
drawing down a conclusion of its great relevance in modern management theory and practice and
a well observable linkage between the Dynamic capabilities and strategic flexibility, which will

serve as a basis for the current research.

¢) Research on DC and SF in SMEs

Strategic flexibility and dynamic capabilities are two important concepts in the field of
strategic management and organizational theory. While there is a substantial amount of literature
available on these concepts in the context of large multinational corporations, the literature on
strategic flexibility and dynamic capabilities in SMEs is relatively limited. However, there are
some studies that have explored this topic in the particular context, confirming the main points of
the conducted literature review.

Study by G.Hai and C.zhi, (2013) explores the example of Chinese SMEs and the
importance of Strategic flexibility. In study results they confirm the overall direction of such



importance, that tightly links the performance of the firm and its ability to achieve strategic
flexibility. Researchers also verify the close relationships between the dynamic capability theory
and strategic flexibility, highlighting that one is achieved through the employment of the other.

Another example is taken from the study of Borch O. and Madsen E (2007). They have
concentrated their exploratory study on the challenges that well-established small businesses face
while trying to come up with innovative strategies. The connections between flexible strategies
and dynamic capabilities are emphasized in this research. When it comes to selecting a flexible
strategy factors like internal flexibility, external reconfiguration, and integration capabilities were
strongly encouraged.

Another relevant study by P. Georgzén and H. Palmér (2014) researched two Swedish firms
trying to explore the possibility for balance between strategy (as a long-term stable object) and
flexibility (adaptive and changing). In their conclusion, authors mention that organizations can
expand strategic flexibility, which supports the development of competitive advantages. Their
findings have also revealed that no particular firm has fully embraced strategic flexibility as a
whole due to the lack of fully realizing flexibility potential.

The research on the concepts of Dynamic capabilities and strategic flexibility has many
interesting cases and findings, however highlights the lack of practical conclusions and
recommendations together with exploration of different regions and particular industries, limiting
the possible benefit for the business community.



3. Research Methodology

a) Research questions and propositions

After the thorough analysis of the existing literature on the theoretical backgrounds of the
topics of dynamic capabilities and strategic flexibility, the consideration of foreign articles based
on the empirical research of the topics, and a limited access to the similar data and research
regarding Russian SMEs in the service sector, the main questions of the research were formulated
as follows:

1. What are the key determinants of strategic flexibility in Russian SMEs in the service
sector?

2. What is the connection between strategic flexibility and dynamic capabilities?

3. How can SMEs foster strategic flexibility through dynamic capabilities in the service sector

in Russia?
The main propositions and assumptions of the upcoming research are as follows:

1. Awareness of strategic flexibility and focus on fostering it enables SMEs to thrive and
sustain their positions in the long - term perspective;

2. There are certain dynamic Capabilities that can lead a company to developing strategic
flexibility during difficult times.

3. There are procedures, processes and routines that may allow service sector SMEs to
develop strategic flexibility through the creation and maintenance of dynamic capabilities.

b) Research Method

Qualitative methods, such as interviews will be used to gain in-depth insights into the
determinants and outcomes of strategic flexibility as well as the relationship between strategic
flexibility and dynamic capabilities. The empirical part of the current research will be performed
in a form of in-depth interview. It is important to explain the particular fit of such a method to the
stated research questions and specifics of the research subject. In cases where a phenomenon
needs to be explored, understood or looked into from a new perspective qualitative research
method is thought to be the best option. Qualitative method is specifically applicable in the
situation when the researcher does not have enough information about the important variables to

examine, as well as in conditions when little research has been performed in the field or because



it involves an understudied sample?. This type of approach may be needed because the topic is
new, the subject has never been addressed with a certain sample or group of people, and existing
theories do not apply with the particular sample or group under study (Morse, 1991).

Some of the characteristics of the Qualitative research approach are particularly important
for the current research - as they help justify the chosen method and its perfect fit to the topic.

Some of those features are:

- One of the main features of qualitative research is the in-depth data that is obtained
by actually speaking with individuals and observing how they behave and act in
their surroundings. When gathering data, qualitative researchers typically go to the

location where participants encounter the topic or problem they are studying.

- Emergent research methodology is used by qualitative researchers. This implies
that the initial study plan cannot be strictly outlined, and that after the researcher
enters the field and starts gathering data, some or all of the process phases may
alter. These changes indicate that the researchers are getting more and more in-
depth with the subject or phenomenon they are investigating. Understanding the
problem is the main goal of qualitative research, therefore having this flexibility

could be helpful in gaining important insight.

- The goal of qualitative research is to paint a nuanced picture of the subject or
problem being studied. This entails summarizing several viewpoints, pointing out
all the variables at play, and generally illustrating the bigger picture that becomes

apparent.

Qualitative method does seem like a great tool for the desired research. Since this research

is aimed at answering a “how question”, a quantitative approach is not considered.

After a thorough consideration, face-to-face one-on-one in-depth Interviews were chosen
to be the main instrument for collecting data. Their semi-structured outline would also allow for

an open discussion and dialogue, rather than a simple Q&A session.

The study involves data collection from a sample of SMEs in the service sector, specifically
foodservice industry, selected using a purposive sampling technique. The choice of the selective

20 Creswell, J. W. (2003). Research design: Qualitative, quantitative, and mixed method approaches. London: Sage
Publications, Inc.



approach rather than the random will allow for more focused and fruitful results. The final list of
companies includes those that were eager to share their knowledge and experience, taking part in
the in-depth interview. It was also important for the goals and objectives of the research to include
companies that exist at least since 2020. Such a sample would allow for a retrospective view.
especially it was especially important to hear the thoughts and insights on strategic flexibility in
terms of Covid-19 crisis - which serves as a great example of external disruptions that test the
agility of the company?2. The particular choice of food service industry is justified by the rapid
velocity of growth in the industry, its blooming state in Russia nowadays?® and a personal interest
of the researcher. The chosen list of SMEs included companies (restaurants/cafes) situated in
Saint-Petersburg. Among the respondents there are representatives of famous chains, as well as
smaller venues, with a very limited guest flow. We were aiming at talking with very different

respondents, allowing for broader and a more comprehensive representation of the field.

The particular respondents were aimed to be the managing owner of the venue or the
CEO/business manager/ commercial manager etc. It was important to talk with someone who is
directly involved in the decision making process and can share valuable insights on the business’
specifics. The list with some details is presented in the table below:

ZINyimbili, F., & Nyimbili, L. (2024). Types of Purposive Sampling Techniques with Their Examples and Application
in Qualitative Research Studies. British Journal of Multidisciplinary and Advanced Studies, 5(1), 90-99.
https://doi.org/10.37745/bjmas.2022.0419

22Hasan, F., Bellenstedt, M. F. R., & Islam, M. R. (2022). Demand and supply disruptions during the COVID-19 crisis
on firm productivity. Global Journal of Flexible Systems Management/Global Journal of Flexible Systems
Management, 24(1), 87-105. https://doi.org/10.1007/s40171-022-00324-x

BMartseva T. G., Voblaia I. N., Fomenko V.V. (2020). Trends in restaurant business development in Russia.

Management accounting. Ne12—4. Pp. 1126-1132. https://doi.org/10.25806/uu12-420221126-1132



Name of the Company Type of food service | Duration of Respondents role
the interview

1) Marchellis City restaurant | 45 min. Operational manager
(spaghetteria)

2) Cafe at the car dealer | Service provider for [ 55 min. owner/manager

center (Avtopole) car dealer

3) Hachapuri & Vino City restaurant 40 min. founder/manager
(georgian cuisine)

4) Bureau Burgers City restaurant 35 min. founder/manager

5) Iltaly & co City restaurant 40 min. Manager

6) Ikigai/bento Food Court points 35 min. Manager/owner

7) Volchek catering catering service | 40 min. founder/owner
company

8) Mazapark Cafe at an | 55 min. operational manager
entertainment center

9) Ognivo city restaurant 30 min. founder/owner

10) Pizzeria X city restaurant 40 min. founder/owner

Table 4 Respondents of in-depth interviews

In the beginning of the research we aimed at gaining 20 responses, however in the end we
got 10 respondents. That way the response rate is 50 %, which suits our research and lets us
consider the results valid and representative. It is vital to mention, that although the number of
respondents is rather small, the variety of “managing styles”, service concepts and different

“levels” of the companies, the sample can be considered representative.

The collected data will be analyzed to provide a comprehensive understanding of the
research objectives. In-depth interviews will allow us to find some exclusive insights and won’t
be restricting the results with existing tools and knowledge. It is important to discuss some of the

vital steps that will be taken at the stage of analyzing the data.

1) Winnowing the data. Due to the fact that text data is dense and complex, all of the
information should not be used in a qualitative study (Guest, MacQueen, & Namey,
2012). Winnowing is the process of purposefully focusing on some of the data and

disregarding other parts of it (Creswell, 2013).

2) Defining qualitative validity. Validity can be considered as one of the major

strengths of qualitative research. It is built on finding out whether the findings are



accurate from the standpoint of the researcher, the participant, or the readers of an
account (Creswell & Miller, 2000).

3) Interpretation. In qualitative research interpretation includes several approaches:
providing a summary of the results, contrasting them with existing research,
expressing personal opinions on the results, outlining their limits, and suggesting
areas for further study. The question “What were the lessons learned?” captures the
essence of this idea (Lincoln & Guba, 1985).

After the data collection was done, the primary data acquaintance was performed by going
through voice recordings. In order to simplify the process of gathering the data together, the
website riverside.fm was used for the purpose of transcription. Raw transcribed text was then
reviewed and the process of winnowing was started. Mainly unnecessary details, pauses,
introductory phrases and repetitions were deleted. Then roles were prescribed and divided into

“Interviewer” and “Respondent” for convenience.

The data set appeared to be quite massive, so it was decided to store it in an online
depository. Both Russian transcript and translated English version, that was later used in the

thematic analysis itself can be accessed via the following link:

https://docs.google.com/document/d/1zulBpam6RzbvKeHEV-
D2dkcsLtmAkvkOdzdQj6rKSp4/edit .

Thematic analysis was chosen to be the main tool for the analysis of the qualitative dataset.
Thematic analysis is a technique for methodically locating, classifying, and providing context for
meaningful patterns (themes) within a dataset. Thematic analysis helps the researcher see and
understand shared or collective meanings and experiences by concentrating on meaning across a
dataset?*. The flexible nature of thematic analysis enables the researcher to concentrate on the data
in a variety of ways. With Thematic Analysis, it is acceptable to concentrate on assessing meaning
throughout the whole dataset or to thoroughly investigate a single facet of a phenomena®. This
method perfectly suits the goals of exploring different particular practices and experiences together

with common thoughts and perceptions of the respondents.

%Braun, V., Clarke, V. (2012). Thematic analysis. APA handbook of research methods in psychology, Vol. 2:
Research designs: Quantitative, qualitative, neuropsychological, and biological (pp. 57-71). Washington, DC:
American Psychological Association

®Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative Research in Psychology, 3(2),
77-101. https://doi.org/10.1191/1478088706qp0630a


https://docs.google.com/document/d/1zuIBpam6RzbvKeHEv-D2dkcsLtmAkvkOdzdQj6rKSp4/edit
https://docs.google.com/document/d/1zuIBpam6RzbvKeHEv-D2dkcsLtmAkvkOdzdQj6rKSp4/edit

In conclusion, this research seeks to contribute to the existing literature by exploring the
relationship between strategic flexibility and dynamic capabilities in SMEs in the service sector.
By exploring the thoughts and experiences of the practicing professionals, this research targets
identifying the role of strategic flexibility for Russian SMEs in the foodservice sector, recognizing
its relationship with dynamic capabilities and presenting some valuable insights on the practical
ways to insert Dynamic capabilities as a part of strategy for SMEs to enhance organizational

resilience and competitiveness.

C) Data collection

The main idea behind conducting in-depth interviews was to have a flowing discussion that
would allow us to get as much insights and practical recommendations from the respondents as

possible.

The approximate plan of the questions and the questions themselves were drawn from the
details and conclusions from the theoretical background review. Most of them focus on
highlighting and finding the confirmation of the tight relationship between strategic flexibility and
dynamic capabilities concept. Some of them also aim at finding out the practical examples of what
strategic flexibility means for the company and its managing team. The questions were designed
to search for dynamic capabilities examples and identification of the “most important” one, if it
would be relevant for the respondent. The set of questions is finalized by the request to give some
practical recommendations, which can bring out the wisdom and experience of the business
practitioners and be of great value to both academic and business community. The plan goes as

follows:

1. Introduction of the project, objectives and the researcher.

2. What, in your own words, is strategic flexibility for your company? Do you consider it
important?

3. Introduction of the theoretical definition of strategic flexibility and dynamic capabilities

(identified in literature review):

Strategic flexibility Dynamic capabilities

Strategic flexibility defines a firm’s The firm's ability to integrate, build,
capacity to adapt to the changes that may | and reconfigure internal and external
appear inside or outside of the organization. | resources/competences to address and

External factors may involve evolving market




conditions, competitive dynamics, uncertain

political or

changes in institutional norms. Among internal
factors there can be changes to structure,
allocation of resources, organizational culture
and operational processes. The main focus is
aligning and combining the right capabilities to

design an adaptive and resilient organization

economic environment

shape
and

rapidly

environments.

changing  business

In general they are seen to be
combined and transformed in order for
companies to be able to adapt to the

unpredictable environment.

Table 5 Explanations of concepts (SF and DC)

4. Do you want to elaborate more on the strategic flexibility, do you recognize it in your

company?

5. If the answer is yes, what would you say is the main tool (tools) for achieving Strategic

flexibility?

6. Can you identify any Dynamic capability that helps you achieve and/or sustain strategic

flexibility?

7. Would you consider your firm surviving some hard times/ disruptions/ crises?

8. What was something that helped you stay afloat?

9. Among three dimensions of dynamic capabilities which is the most important one and why

(descriptions are taken from the literature review and are used to explain the meaning in

detail):

Sense Seize Transform
Organization's capacity | Seizing capabilities allow [ Such  capabilities  help
to detect, identify, and | firms to take proactive | companies to  rapidly

interpret changes in the
business environment.
They enable firms to
spot emerging market
trends, competitive
threats/opportunities,

therefore serving as a
foundational  element
for  future strategic
flexibility.

actions in a timely manner

to capitalize on the
opportunities or avoid
possible threats. Among

those are the ability to

make  quick  strategic
decisions and effectively
apply new initiatives,

allowing organizations to
convert opportunities into
tangible competitive
advantages.

reconfigure their resources,
competencies, routines and
processes, involving
reallocation of  human,
financial, and technological
resources, leveraging
partnerships, alliances, and
collaborations to line up
with new strategic
objectives and respond to
disruptive market dynamics,
while facilitating strategic
flexibility.

Table 6 Explanations of DC dimensions; Source: [Teece, 1997]




10. What would be your top recommendation to similar ventures in terms of achieving strategic
flexibility?
11. Conclusion, gratitude, invitation to see the results, when the research will be ready.

All of the interviews were conducted in Russian language, all the translation was done
manually and with the help of an online dictionary beforehand and aligned with the terms from
Russian academic literature. Questions in Russian are presented in the appendix.

This is an approximate outline, which will be used as a map, rather than a strict manual. It
is specifically important for the research objective to hear out the thoughts of the respondents, as
we believe it may bring a lot more insights rather than a simple questionnaire. That is why, the
dialogue is expected to be led in a relaxed manner, letting the respondents elaborate on the topics
they find interesting.

Theoretical definitions will also be used to create a common ground and a fundamental
understanding of the concept of discussion to make sure respondents fully comprehend the topic.

In general, all of the interviews lasted 35-60 min and mostly took place at the informants'
firms, with the exceptions of a few respondents that were only available online. In that case it was
important to provide similar conditions as in face-to-face meetings. It was achieved by the usage
of technology - conversations were held in telegram and Zoom, respondents were asked to switch
on their cameras and the atmosphere was more or less similar to the offline conversations. As the
research also aimed for talking to key individuals who could provide the most relevant insight, it
was decided to interview only owners and CEQOs (one per firm). This decision was taken due to
them being considered knowledgeable informants with a holistic view of the firm (Creswell, 2013),
which ensured the relevance of the responses.

During the interview, respondents were asked to be voice recorded. This was done in order
to get a thorough transcription with all the necessary details. All of the participants agreed, which
allowed us to get a massive data set. Hand-writing notes were also used, to highlight the main

thoughts and conclusions, as well as the approximate structure of the interview.

d) Thematic analysis

The exact approach to thematic analysis was taken mostly from the explanatory work of
Braun etal., 2012. The article proposes a step-by-step instruction, which helps to align the structure
of the analysis and helps maintain the logic behind it.

In the process of analysis, we used a mixture of the approaches - inductive and deductive.
It was specifically important to include both paradigms, as they allow for a more detailed and

diverse result. An Inductive approach, also known as “bottom up” method, is mostly operated by



what is in the data itself. That means that codes and themes come from the content of the data and
closely match it. On the other hand, in the deductive approach, a “top down” method, a series of
topics and concepts are brought to the data, which are used in the coding process. As a result, a
mixture of methods allowed us to answer the exact theoretical requests and questions that were
shaped by the preliminary theoretical background check, and simultaneously get many practical
insights from the respondents, described in their own terms and manner.
The following is the description of stages of the thematic analysis and some insights into
how the exact stage went:
1. Data familiarizing
This step included reading and re-reading the transcripts of the interviews. The
process consisted of highlighting potentially interesting phrases, taking notes and
getting to know the structure of each interview, which would then allow for a quick
search of the needed part etc.
2. Initial codes generation
Generating the initial codes was a long process, which combined both searching in
the data and in the previous parts of the research work. For example, the codes
“sense”, “seize” and “transform” came directly from the literature review and
reflected the desire to collect the data on dynamic capability perception and usage
by the practitioners. Whereas, codes like “meetings” and “professional traits” were
included after the complete data familiarization, as it turned out to be a repeating
theme throughout all the interview sessions. In order to simplify and accelerate the
process, the online tool “Dovetail.com” was used. Although coding was still
generated and done manually, the tool helped with the grouping, highlighting and
citing.
3. Themes search
This stage is concentrated at making sense out of the codes by grouping them into
some significant category that ideally would answer a research question or some
part of it. Finding similarities and overlaps in codes allow to also merge some of
them to create a simpler, but more sophisticated grouping. Beginning to investigate
the connections between themes and to think about how themes will cooperate to
construct a larger story about the data is another crucial component of this stage.
Correct themes must function as a cohesive unit even though they are unique and
can stand alone to some extent. That is when we tried to reconfigure some themes
and in the end we aimed for the list of themes to be placed incrementally answering

the research objectives and questions. That way the first theme is “awareness and



perception of Strategic flexibility”, which can be considered a starting point of the
discussion and the research in general, and the finalizing theme is “effective
practices”, which consist of the answers on the “final” question - What are the ways
to develop strategic flexibility by using dynamic capabilities effectively?

Potential themes review

In this stage, the evolving themes are examined in light of the coded data and the
complete dataset through a recursive process. The goal is to compare the themes to
the compiled data extracts and investigate whether the theme makes sense in light
of the data. Some codes might need to be removed or moved to a different theme.
For example, in the initial list of themes included the theme “Importance of
Strategic flexibility”, which listed the codes “Trend”, “Necessity” and
“Importance”. After some consideration, it was decided to merge this theme with
the “awareness and perception of strategic flexibility” and move the codes there,
because assessment of importance and “popularity” can be considered as a part of
manager’s perception and such data will benefit the theme making it deeper and
complete.

Themes naming and defining

It's important to be able to articulate what makes each theme distinct and special
when defining them (a good test is to sum up each topic in a few phrases). Themes
should ideally have a single purpose; therefore, they shouldn't attempt to do too
much. While they may expand on earlier themes, they must be connected but not
overlap in order to avoid being redundant. They should also specifically answer the
research question.

Reporting

This step is focused on the description and thorough analysis, which will be
presented next in the form of a general theme and code table and description of

each theme, together with results and conclusions.

Theme Codes Description Quotes examples
Uncertainty of the
meaning This theme aims at|Yes: | agree that strategic flexibility is important,
Awareness ___ exploring  Respondents' another question is, what is it in reality?
and SF definition comprehension and
perception general understanding of
of strategic strategic flexibility and|Strategic flexibility is the ability to quickly rebuild,
N Trend ; . . . : ;
flexibility its role in their company|rebuild the company's structure, rebuild the

Necessity changes

and industry in general ~|company's strategy, based on some, say, unexpected




Importance

Dynamic o )
capabilities And this is a rather unique set of these processes.
This theme is devoted to|ANd agtyally, the more unique _it is, the more
Strategic  |genge discussing three main competitive our company strategy is
flexibility dimensions of dynamic
through capabilities, their
dynamic  |Seize “ranking”,  importance|The primary thing is the sensing. One hundred
capabilities and  perception by |percent. Because if you don't sense what's going on
respondents around you, you won't be able to react. If you don't
feel that something is changing, then you won't react
Transform
This theme addresses the| Today there is one portrait of the candidate, and two
Fast dynamics idea  of  “disruptive|weeks later there is another
Navidati i . |environment" and - )
avigating pandemic (Covid|gypiores  the  various|! would say that the only crisis that really had a big
through 19) situations and  crises|impact was the Pandemic, obviously, because we
disruptions together ~ with  the|have an offline business and we had been
measures that were taken|developing delivery for a long time before. And it
Overcoming crisis |by the respondents was a crisis that we really felt on our skin
Need for fast
innovation Let's say the dollar has risen. Well, it would seem,
. yes, it is not related to catering. The dollar has
Dependence  on|This theme focuses onfgrown. It's just that half of the employees who came
external decisions |several  difficulties  and|from neighboring countries went home because it's
problems that arise in|not profitable for them to work. You won't be ready
Main front of the practitioners|for that either
challenges |No system on their path to foster
strategic  flexibility or
Wrong Focus 2232b”rifi|::am dynamic There are disadvantages. It's chags. Chaos, \_Nhen no
one understands exactly who is responsible for
what, someone may not know about some solutions
Inability to plan that have already been introduced
Recruitment .
This theme  centers| e most often pay much attention to the employee's
. around people and their|ability to be flexible to circumstances, to be flexible
Personal traits |+ in achieving strategic|in relationships with colleagues, to be flexible in
sptflj)fclgs ?; flexibility. It explores the|relationships with managers and subordinates
strategic Management possible way’s of
Lo interaction between
flexibility .
people in the company
Meetings and some necessary|There is training, there are constant meetings,
skills/practices discussions. We share our thoughts, we share many
things in terms of work, in terms of life
Building a team
Responsiveness .
There should be a constant revision of what you do
Acting fact This theme concentrates
on some effective tools
Effective  |Readiness to learn |and processes, that help
practices respondents' companies|We are probably trying to be deep enough in the

Innovation/
experimentation

Discussion

stay afloat and reach

strategic flexibility

operating system to quickly influence the decision-
making process, understanding some requests as
business owners

Table 7 Thematic analysis overview. Themes and codes




The table above represents all the themes that emerged from the analysis of the primary
data, themes are aligned with the particular codes that are related to the topic. There is an
explanation of each of the themes and some examples of relevant quotes that suit the theme.



4. Empirical research results

a) Awareness and perception of strategic flexibility

The outline of the interview lists a question on “what is strategic flexibility” aiming at
assessing the level of awareness and therefore suppose a level of understanding and importance of
the concept for practitioners. Most respondents, when asked about their personal reflection of
strategic flexibility and its practical meaning, managed to provide a suitable definition. They
mostly focused on words like “adaptation”, “response”, “fast reaction” and etc. respondents
highlighted strategic flexibility to be an ability to react to some external factors:

“Strategic flexibility is the ability to respond, to respond quickly to changing external and
internal conditions and factors.” (Italy&Co)

“Strategic flexibility is the ability to adapt your medium-term, long-term strategy to the
changing realities of the external environment.” (Bureau Burgers)

“Strategic flexibility is the ability to adapt to specific tasks and changes.” (Volchek
Catering)

It is interesting to note that some of the respondents were quite skeptical about providing
a direct and “simple” explanation. They doubted that strategic flexibility is something easily
describable:

“Scientifically, everything is always very beautifully described, but the current realities
are not so prescribed.” (Avtopole)

“I don't often use this phrase in my work,I don't hear it among colleagues and the
community that works in the field, It’s quite theoretical” (Marchellis)

The most interesting and rather relevant example was brought to light by the manager of
Mazapark, when he compared strategic flexibility to the Newtonian fluid. He explained that the
changing of states as a reaction to various impacts is something that make these two concepts
similar:

“With a strong impact it does not absolutely change its state, it turns out to be quite dense
and rigid. And at the same time, when it is necessary, it can smoothly rebuild or start flowing into
another part, this happens at the moment when there is no such strong impact.”

These thoughts illustrate the explanations of all the other respondents quite well. They all
claim that the main idea behind strategic flexibility is this ability to react accordingly to different
situations that require different responses.

According to all of the respondents, strategic flexibility does play a crucial role in
sustaining a company's positions. With different wording and some differences in the details all of

the respondents came to the conclusion that strategic flexibility is an important tool for food service



companies. Almost all of the respondents connected the term with “surviving” hard times, some
even called it a necessity, claiming that food service company cannot exist in the long-term
perspective without strategic flexibility: “very, very important” (marchellis), “very necessary
now” (Hachapuri & vino); “without it, companies do not know how to survive” (Italy&Co).

Owner of Ognivo was very passionate about adaptation mechanisms and skills, he
specifically focused on it importance for the entrepreneurship:

“I can say that flexibility and adaptation should be present, especially when we talk about
entrepreneurship. There should definitely be flexibility in entrepreneurship, and it is flexibility that
helps entrepreneurs survive, create and strengthen. Flexibility allows you to be on the crest of a
wave, not to die, to feel, to make decisions and so on.”

100% of the respondents claimed to be implementing strategic flexibility or at least trying
to, they all agreed that existing in the current market is almost impossible, if a company ignores
strategic flexibility development.

We can also conclude that high awareness of strategic flexibility and deep understanding
of its meaning for the company and survival of business in general has a great effect on the
practitioners and their venues. Considering that we are talking with those who manage to survive
the disruptions of the last 5 years, it indicates that their awareness and desire to implement strategic

flexibility have a positive effect.

b) Strategic flexibility through dynamic capabilities

After settling on the common understanding of strategic flexibility, the respondents were
provided with the explanation of the dynamic capabilities theory, they were asked to reflect on
their thought and requested to try and determine the most important or rather most prioritized
group of dynamic capabilities. It was of specific interest to find out what instrument the
practitioner would consider crucial and why. The table below illustrates the distribution between

the chosen priorities:

Sensing Seizing Transforming

0,5 0,33 0,17

Table 8 distribution of importance between DC, respondents’ answers

As we can see, sensing was chosen to be the most important dynamic capabilities, half of
the respondents were quite passionate in explaining, why sensing has to be the main focus of the
practicing manager of the food service company:



“Primary thing is the sensing. One hundred percent. Because if you don't sense what's
going on around you, you won't be able to react. You can be very cool in reacting. It can be a very
relevant reaction and the ability, for example, to get out of some difficult situation or quickly
transform. But if you don't catch it, if you don't feel that something is changing, then you won't

react. Therefore, sensing is the most important thing” (Italy & Co)

We can still see the speaker doesn’t “cancel” the remaining capabilities, however he is
eager to prove that a decent level of prioritization should be done. Following his words, manager
implies that there are ways companies can promote this sensing instrument and learn to do it better:

“It can definitely be cultivated. But this can be achieved by work experience, observation, and
education. You watch how other people work. What's going on in general? Thus you are constantly
growing and you begin to feel these threads, yes, strings, you feel these vibrations and,

1

accordingly, you already see changes that need to be reacted to.’

Some respondents also agreed on sensing being the most important step in this path,
highlighting that sensing comes from experience and deep understanding of the processes,

therefore letting you feel “the right” preconditions:

“Of course, you have to anticipate if you are a leader, and rely on your experience, on
your feelings, because feelings, they also don't seem to come from the sky. Everything that arises
in our head, like some kind of premonition, is just a collection of our subconscious experience.
That's why I listen to my feelings. And if it seems to me that something is possible, | already have

to make a decision based on this.” (Ikigai/Bento)

There were some other opinions, some respondents think that transformation has to be the
most important step, as it allows for fast regrouping of the resources and processes and is vital in
disruptive environments as it grant the ability to admit your mistakes as a leader and follow up

with a change that may help stabilize the situation:

“And I'm not saying that my decisions are always right. But as practice shows, I'm not
afraid to make mistakes. And even if | make the wrong way out of the situation now, I can replay
everything in an hour. Even though the staff will blink their eyes, I say no, comrades, we are going

the wrong way.” (Avtopole)

However, the main point of all the respondent was to try and combine all three of these
dimensions as they play a role of preliminary stage for one another allowing for a seamless
transition leading to the correct decision:



“First you need to feel what can be done in order to improve the situation. Next, it needs
to be integrated, decisions must be made quickly and clearly. And accordingly, it is necessary to
completely transfer activities to another channel, let's say, as in our case, in the pandemic, we

switched production to the production of buffet delivery and proper nutrition.” (Volchek Catering)

It turns out that choosing is not an obvious option, rather aligning all of the dimensions to
serve the common goal and to create a “flowy” process that is responsive enough. It is interesting
that many respondents provided examples of actions that help them stay afloat and connect those
actions with one or two different dynamic capability dimensions, which confirmed that this

concept can be effectively used to navigate strategic flexibility creation.

¢) Navigating through disruptions

This topic emerged naturally as a continuation of the discussion of strategic flexibility and
dynamic capabilities. All of the respondents communicated clearly that their industry and
economic environment, together with the generally high speed of life and everyday processes is
the main motivation to create a strategically flexible company. They claimed that such a disruptive
environment is an inevitable part of their business and therefore one will do anything in his power
to stay afloat and save the business and company’s positions on the market.

The most valuable part of this theme is the great amount of real examples, real business
cases on how exactly companies managed to survive during hard times. Most of the speakers
expectedly focused on the survival of Pandemic during 2020.

To begin with, in the spring of 2020, the whole country went into isolation (lockdown).
The restaurants were completely closed, and there was no one to serve, everyone was at home.
The most disturbing thing was the lack of specific deadlines and a lack of understanding when and
how this situation would be resolved. No sooner had the restaurants recovered from the spring
isolation, then the local authorities announced the introduction of new restrictive measures. Since
November 2020, restaurants, bars, cafes, clubs and other entertainment establishments have been
prohibited from serving visitors at night due to the situation with the spread of coronavirus
infection, there were new strict guidelines on the safety measures.

Not everyone managed to return to pre-quarantine life after the spring lockdown and
summer restrictions. The Minister of Industry and Trade of the Russian Federation stated that "up

to 20% of cafes and restaurants were closed, because they did not survive the restrictions."”



According to other estimates, after the first wave, the catering market lost up to 40% of
establishments?.

The pandemic and its consequences affected everyone, regardless of the scale of the
business: both large chain restaurants from the expensive segment and small cafes were affected.
The owners of catering establishments immediately noted a rapid drop in revenue. The influx of
guests in restaurants has sharply decreased: the absence of tourists and the devaluation of the ruble
have made things worse.

In such circumstances, the respondents had to make important decisions quickly and try to
keep their venues alive. Different solutions were used, mostly companies tried to adjust to delivery,
but this also happened in different ways for everyone.

For example, Hachapuri&Vino was saved by the delivery, however, as the founder says,
before pandemic their delivery was working poorly and they were thinking of closing it down:

“I would say that the only crisis that really had a big impact was Covid, the Pandemic,
obviously, because we have an offline business and in fact it only worked out for us because we
have been developing delivery for a long time before it. Covid was straight tough, for the first time
in the history of the company, we had a negative revenue. We actually had the delivery itself for
many years before that, we actually kept it like a black swan, it was just a feeling that delivery was
needed, but there were no objective figures and in Covid it was just ready to work, it was as loaded
as possible. Our waiters went out on bicycles to deliver food. We gave almost everyone who needed
a job, and it was only at the expense of delivery. That's it. There were no other options.”

Most definitely, the ability to reconfigure their resources at such a velocity, gave the
company a chance to survive. As the founder happily claims now, it is a great example of a crisis
bringing on the problems together with the opportunities that the company managed to see and
use:

“I think we would have closed the delivery if it hadn't been for covid, but we just managed
to use it. And now it is already generating great money, that is, in fact, covid has promoted it so
much that it is a good separate business now.”

Respondent is sure that if the delivery wasn’t already in the process of development, they
would have failed. However, an example of Ikigai/Bento shows that anything is possible if the
managing team is focused on reaching the goal and finding the place for fact innovation:

“As you know, food courts have been closed the longest. Three days later, we decided that

since the entire market was closed, we could use it as a delivery shop. We quickly found couriers

%Norkina, E. (2020, December 21). Not everyone will survive 2020: how the restaurant business suffered from
coronavirus in the past year. Vc.ru. vc.ru/food/189414-2020-yy-perezhivut-ne-vse-kak-postradal-restorannyy-biznes-
ot-koronavirusa-v-uhodyashchem-godu.



and quickly came up with a design. We discussed it with the team and found those who want to
stay at work. Someone became a courier. In general, we have transformed positions in the
company to meet the needs of this particular delivery. We assembled it ourselves, because we had
such knowledge, layouts, and a website and started rocking this delivery on our own.”

Another example of a flexible approach to crisis mitigation was demonstrated by the owner
of the cafe “Avtopole”. This story focuses on fast reaction, creative thinking and ability to risk and
experiment for the purpose of survival. Our respondent owns a very lively cafe in the dealership
center, which makes her dependent on the dealership center itself and their decisions. That is why
during pandemic she had no other choice but to recreate her style of work and invent a new
“purpose’:

“Before the pandemic, I was considering formats to increase sales, I considered franchise
formats. |1 was negotiating with Mazapark. They have released an amazing pizza. They had a
delicious one, but they only sold it in Mazapark. We talked in a circle of, let's say, entrepreneurs.
And when all this happened, it was probably my sociability and quick instinct that worked here.
We called them on the day when the pandemic was announced. I'm saying, guys, you're closed and
we're closed. | can deliver your pizza to save my staff and my job. They say, listen, we will at least
earn some money for our salaries due to this. And just two days later, they brought me all the pizza
equipment. We helped them out, they helped us out, we survived, then we shook hands, that was
the end of this franchise story.”

This is a great story of being able to turn things around in days and just shows how crisis
times can help you realize your flexibility potential.

In general, all the stories of survival from the respondents sound similar. They were
shocked, they had limited time to create something new or transform the existing routines and
were facing the problems with confidence and with hope, that their project will manage to live.
Their readiness to fight the disruptions seemingly comes from the specifics of the service sector

industry and realization, that the dynamics are always going to be there:



Company Quote

Marchellis “In catering, as such, now, if we are talking about our field, now the

word "long-term plan" sounds rather comical”

Hachapuri & Vino “It is simply impossible to predict any circumstances”

Avtopole “It turns out that you have to constantly think not only within the
framework of your company, but within the framework of global

changes, changes in some strategic actions of the country.”

Bureau Burgers “In general, we live in waves of renewal in catering”

Italy&co “If we take the restaurant business by itself, it is not fixed at all, it is

not written in stone, it generally focuses on changes.”

Ikigai/Bento “There's also, you know, history, the restaurant industry, it's never
stable at all.”
Volchek Catering “The moment of flexibility is key here, be ready to adjust, always

solve something.”

Ognivo “You don't know if the global Internet will be turned off tomorrow,
or Swift will be turned off the day after tomorrow, or a nuclear war

will start the day after tomorrow, but you can't predict it.”

Mazapark “But today's situation shows that you will never have a second
chance. It is here and now. And if you don't try it today, then maybe

you won't need it tomorrow.”

Pizzeria X “It is just a part of the deal - being ready for disruptions and being

ready to solve them anytime”

Table 9 Quotes on "Fast dynamics" code

All of the above only highlights the high necessity of strategic flexibility for the food
service industry and makes flexibility a desirable state of the company’s resources and processes.
It is also interesting that all of the respondents have survived and managed through some serious
critical situations and all of them at the same time admit that strategic flexibility should be the

desired state of the company in order to operate in such a disruptive environment. It leads to the



conclusion that their awareness of strategic flexibility and successful attempts to incorporate it at
the time of rapid changes helps them thrive. And it poses as a supporting proof for the assumptions
proposed at the beginning. So, as we understand that strategic flexibility is desirable and well-
needed, we want to look deeper into the possible hardships of attaining it. Therefore, moving

forward, we aim at finding the most frequent difficulties to foster strategic flexibility.

d) Main challenges

When talking about strategic flexibility, its creation and sustainability many respondents
shared some of the challenging obstacles that they face. It is interesting that such obstacles can be
considered the drivers, the main motivation behind becoming flexible. While struggling with
various external and internal factors, practitioners also realize the great necessity for such
flexibility and are eager to reach it even more. It is important to look into some of the most frequent
challenges in order to fully understand the nature of strategic flexibility and the process of its

gaining.

The 2 main challenges in attaining strategic flexibility for the food service companies
appeared to be dependence on the external decisions and lack of system. First difficulty directly
aligns with the changing environment and just general volatility of the market and current

economic situation.

The owner and founder of Bureau Burgers claims that it’s the specifics of the field they

work in, being always dependent on others’ choices, decisions and regulations:

“We have a fairly volatile business, unstable, very much dependent on contractors, on the
external environment, on guests, on regulations, from competitors, from suppliers, from clients,

from everything”

Respondent from lkigai/Bento agrees on that point, adding that they are forced to be

flexible in the situation of constant change and are pressed to design all their processes around it:

“As for the current situation, we have a very shaky market, prices are constantly rising
randomly, we have items falling out of the menu, because they just don't supply anything else there

anymore.”

Among all the respondents, the specifics of the sphere of Avtopole (cafe in a dealership
center) stands out the most. Being the servicing organization to the dealership center, the founder

is caught in the situation, where the borders of her flexibility is controlled by another organization,



which adds a great amount of unpredictable regulations and decisions, requiring relevant strategic

decisions and constant review of the environment around it:

“No one tells me anything about their thoughts. How does this happen? I come to the center
after the weekend, and our entire center is covered with Chinese brands. | go into an institution
and realize that there are a lot of people, because the price in China is still lower than for a foreign
car. And the people went, just went abruptly, because there are seasons, for the new year, for the

summer. And the cooks are sewn up.”
Therefore, the owner states:

“All my maneuverability and strategic thinking is to pick up what is happening in

dealerships, anticipate, understand customer demand and, accordingly, arrange.”

Moving to the next significant challenge - lack of system, it is important to state, that
mainly respondents see flexibility as something lively, “gut feeling, fast, lightning-fast,”
(Avtopole), “it's more likely in some kind of conditional DNA of the business” (Bureau Burgers).
However, strategy itself is usually considered as something ““set in stone”, static and built into the
system processes. Therefore, some respondents highlight that there is a conflict between those
meanings. Accordingly, when they thrive for flexibility, they adapt to the volatility so much that

the lack of a system creates turmoil.

For example, founder of Bureau burgers states that their roles in team are quite fluid and it

allows for fast decision making, however he is worried about the possible problem arising from it:

“There are disadvantages. It's chaos. Chaos, when no one understands exactly who is
responsible for what, someone may not know about some solutions that have already been

introduced.”

Operating manager of Marchellis focuses on creating a flexible team, trying to bring agility
to their company through recruitment and internal education. However, as she admits it has been

a challenge to create a whole system out of it:

“There is a need that we see, but we have not yet been able to turn it into a system. But
today there is one portrait of the candidate, and two weeks later there is another. And these static
documents, business processes that used to be used as a regulatory apparatus, are not quite

’

relevant now.’

The similar concerns were observed in the interview with the founder of Hachapuri & Vino.

Admitting that the huge part of strategic flexibility lies in the people they hire, the owner still was



hesitant on how structured and fixed the process is. He states that with the growth of the company
and demands for their staff, they lost the possibility to “go with the flow” and are faced with a
challenge to create some kind of a structured process out of the recruitment:

“Earlier people just came with similar values, and it was not difficult to find such people.
And now, of course, everything is more complicated. For us this year, our goal is to understand
how we can improve the quality of hiring at such volumes, so I can't answer this question yet, but

1

we have it in the process.’

The next set of “popular” problems, met by the representatives of the business, consists of
two similar features that can be considered different sides of the same issue. 60% of the
respondents’ experience pressure from the fact that their operations and measures cannot be

planned. The manager of Marchellis ironically mentions, that:

“Now the word "long-term plan" sounds rather comical. And almost everyone kind of grins

and laughs when they hear about long-term planning.”

She gives an example of how the planning has to be very limited in time otherwise it will
need serious correction and there is no point in even doing it in the first place:

“We manage to forecast for the year ahead. But, let's say, if we plan for two years, most

’

often in the second year we are faced with some huge changes in conditions.’

Similar thought is communicated by the founder of Ikigai/Bento, who is very confident
that the time frame of planning is shortened significantly and now are the new norm for the

industry:

“Now the planning horizon can no longer be in a year or two. Six months — this is the

deadline.”

Owner of Avtopole finalizes the discussion of the hardships of planning nowadays with a

fresh and relevant example, stating the current situations with currency fluctuations:

“Let's say the dollar has risen. Well, it would seem, yes, it is not related to catering. The
dollar has grown. It's just that half of the employees who came from neighboring countries went
home because it's not profitable for them to work. You won't be ready for that either.”

Similar problem lies in the constant need for fast innovation. Although it may seem as a
great motivating factor, respondents say that sometimes it is the matter of days and hours, when a

company is pressed to make a decision, that will decide their future. Manager of Marchellis says:



“You need to constantly come up with something in order to somehow maintain yourself

profitable.”

And that direction of thought is present in all of the interviews. Examples of Pandemic and
measures that were taken by the practitioners just prove that they were faced with a need to act
“Lightning fast” (Avtopole).

The last challenge that arose in the discussion was mentioned by 30% of the respondents,
however interpreting some of the responses, we may find a hidden appeal to this exact problem -
wrong focus. This factor describes the situation, when a company is faced with some disruptive
events and they lose their focus, being distracted by the non-important things. For example, the
founder of Bureau Burgers reflects on how back in the days their team was aiming at developing
the restaurant chain and they assert their flexibility and resilience by the amount of restaurants
they have. After surviving the crisis of pandemic, they realized that the priority has shifted to the

productivity of each point and not the general number of them:
“We began to pay more attention not to growth, but to efficiency.”

The similar thought is present in the speech of the operating manager of Marchellis. She
states that when faced with long crisis and destruction, companies risk to lose the right focus and

act ad hoc, which she sees as a threat to the future operations:

“How many companies and network businesses have closed down due to the inability to
overcome those long crisis circumstances, because they were too focused on solving the problem

here and now, looking for money and so on.”

Finalizing the talk about challenges and problems, respondents mostly were optimistic,
claiming that these problems are constant and therefore become the part of their operating activity
and do not strike them as much. They also notice that by knowing the obstacles and understanding

them, it becomes easier to navigate through unexpected changes.

e) People as sources of dynamic capabilities

All of the interviews were held in a semi-structured way, we assumed that if there is an
unspoken important “theme” that is inevitably present in the field of achieving strategic flexibility,
it will reveal itself automatically. That was exactly what happened with this theme. We were not
aiming at exploring human resource issue and role in strategic flexibility and dynamic capability
creation, however, 100% of the respondents not only mentioned their employees and teams as one
of the key “tool” at enabling flexibility, but had a passionate description on how they manage



people in a way that helps them promote resilience and how they see the major role of this resource
in their company. The discussion of this topic arose in every interview, proving that there is a
significant need for purposeful team building in the direction of flexibility.

In this theme, respondents mainly talked about ways to attract the specific type of people,
ways to successfully manage teams leading them to fostering flexibility and some instruments used

to support such flexibility and nurture it inside the company.

For example, the owner of Ikigai/Bento is sure that the team is one of the main factors of
success and actual survival of the venue, when things go unplanned. She highlights the need to be

attentive and responsible toward your team to create a right environment:

“Because, of course, in any stressful situation, the team is your support. The team comes

first. You need to be socially responsible. It is very important.”

This thought is clearly supported by another respondent - owner Volchek Catering, who
focuses on building noble relationships with his employees as a part of enabling trust among team

members:

“In general the whole business is built on people, and I always build such relationships
with my employees so that they respect me and do what | say out of respect and understanding of

common goals.”

In terms of recruitment respondents had some different opinions. Some advocate for
systematization and purposeful search for the “right” people. While others were claiming that the
“right” team ends up forming itself through some adjustments and naturally flowing processes.
Operational manager of Marchellis states that they try to insert their specific requirement in the

interviews with candidates:

“There are conditional questions or cases that we ask an employee at the stage of the

primary interview”.
Similar approach is used by Ikigai:

“First, I ask candidates to solve some kind of case - | throw them 10 situations that our
company really had, and listen to how they will solve them. Why is it convenient for me? Because

| already know what, based on what they say, would have happened in reality.”

Her point is that she can already predict the “effectiveness” of one’s decisions and therefore

filter the desired candidates. Although such a method seems legitimate, some respondents claim



that the whole process can be and should be done differently, listening to gut feeling and letting

the time do its thing.

Bureau Burgers’ owner feels that the ideal team forms itself due to the inability to

accommodate people with different values:

“It's a very natural process, actually. One way or another, people who simply do not agree
on the style of work with you, on values, on the mode of work, on efficiency, on the approach to

the whole business, they just leave. And those who are close to it, stay.”

The discussion on the importance of recruitment and selection, that will allow for an

effective team building in the future is finalized as follows:

“Firstly, it is important to know exactly what the team is, and secondly, it is for sure that
finding your people is really a Radar. If you manage to sense a person and you are in the same
boat with him, and he, working for you, being your employee, does it the same way you do, this is

already luck.” (Ognivo)

In general, this theme allowed respondents to reflect on their managing practices and share
their knowledge on how exactly teams can be nurtured and used as an enabling mechanism of
strategic flexibility. While they had different thoughts on processes and tools to be used, mostly
all of the respondents agreed on the necessity of a purposeful and attentive team building as a part
of general adaptiveness.

The following table consists of some Team building practices that are used by respondents

and that appear effective and crucial to them:

Team building | Quotes

practices
Educational “I believe that educational programs in the company should be treated
programs more systematically. And yet, the task here is not to teach an employee

to act according to regulations, but here, again, the task of educational
programs is to broaden their horizons.” (Marchellis)

“Trainings to maintain team building not from the point of view of
uniting each other, but where people can really share their experiences,
providing with therapists and conducting various assessments on the HR
side, they are no longer aimed at finding some weak link or finding a
person who is dragging the company to the bottom, but at identifying
some strong qualities of the same outsiders, in order to retrain more
strongly and form a team.” (Mazapark)

Discussions “It is important to be able to listen to the people who work in the




restaurant. There is a very large gap between top management and line
employees, who, in fact, make revenue. And that's the task, it seems to
me, of companies to learn to hear their employees and try to hear the
guests and the ability to simply broaden their horizons.” (Marchellis)

“Key factor here is agreement with all points of the strategy of all
departments, because | and my partners can come up with anything, but
if at least one department does not agree with this, then the process will
not go ahead, so here we need this advice from all participants that they
agree” (Hachapuri & Vino)

Meetings

“It is created through sessions where we discuss with key employees in
general what a strategy is, what it consists of and where adjustments are
needed - this is the first first step.” (Hachapuri & Vino)

“We have started the practice of monthly meetings for all managers at
one big table. Even when there is no clear agenda on what to tell, we just
meet, the guys tell some stories that they had at work during the month,
funny, ordinary, different. We share our opinions, discuss some new
dishes together. It's just at the level of such group therapy.” (Bureau
Burgers)

“There is training, there are constant meetings, discussions. We share
our thoughts, we share many things in terms of work, in terms of life”

(Italy & Co)

Standardization
of processes

“I want to always go more and more into systematization, automation,
clear strict regulations, this can apply to absolutely anything, some
business processes. Standardization plays a huge role in terms of
security, not so much the business, but the security of the employee
himself. If an employee sees that the company is currently moving very
chaotically, not understanding any of its specific goals for the next 5
vears, then he will be uncomfortable.” (Mazapark)

“It is important to regulate our relations, our interaction. I am referring
here to the period of meetings, how long they are, what format these
meetings are, of course, all this must be done, one hundred percent.”
(Ognivo)

To conclude the discussion, some respondents referred to the personal skills of employees
and managing units as a critical part of enabling strategic flexibility. They mostly agree that
personal characteristics matter, as there could be people that are more or less suitable for different
tasks and situations. However, respondents agreed that it can be trained and achieved by purposeful

Table 10 quotes on team building practices

learning and getting experience and practice.




f) Effective practices

At the end of each interview we specifically asked our respondent to reflect on some
practices they implement in their business, that appear to help them stay afloat and overcome all
of the challenges on their path. We were also eager to hear some recommendations from the
practitioners to other similar venues on the market. That way we believed they would not only talk
about something that is already implemented in their company, but highlight some important
features they want to administer in the future. Important to notice, that we also took some examples
from the previous themes, such as “Navigation through disruptions” and “People as a source of
strategic flexibility”. The list of recommendations and examples of effective practices was rather
significant, that is why we will only focus on the recurring advice. We will consider recurring

practices; which codes were used by at least 30% of the respondents.

The list of recommendations with short explanations and examples of quotes is presented

below:

Effective practice (code)

Brief explanation

Example quotes

Responsiveness

This recommendation focuses on
being ready to receive any kind of
information and to prepare to work
with it. Practitioners highlight the
importance of being present and
noticing all the little details and

prerequisites.

“You should always have your hand
on the pulse, always. We are talking
not only about external facts, but
also about internal ones.”

(Avtopole)

“We cultivate the task of noticing,
seeing and solving the problem not
when it is already burning, but in
advance. When you try to foresee
any scenarios in advance. There are
usually three of them - negative,

positive and average.” (Marchellis)

Acting fast

This recommendation centers on the
necessity to act immediately.
Respondents state that the speed and
abruptness of your reaction can be a
key factor of success.

“Yes, in fact, if something is
discovered, immediately take some

measures abruptly.” (Ikigai/Bento)

“First, you need to be fast, you need
to act and think fast. You need to be

relevant.” (Bureau burgers)

Readiness to learn

This recommendation aims at
promoting education and continuous

acquiring of knowledge and skills.

“If we are suddenly open, we are in
the position of a student, there is a

prospect for all this.” (Marchellis)




Practitioners say that the position of a “This can be achieved by work

“student” helps see the new experience, observation, and
opportunities and always look for education. You do not stand still,
better options. you develop, you read, you look at

what is happening around, you walk,

you try.” (Italy & Co)

"We just don't mind implementing
some creative ideas that don't really
have a profit financially. That is, it
seems to us that, for example, it is
good for the company's image, but it

does not bring money yet. So we're

This recommendation encourages doing it. There are some non-

businesses to experiment and obvious things, we spend money on

. . . implement creative initiatives. i
Experimentation/Innovation eI SR EEEVSE 73 (222 1D

Practitioners prove that new things check projects.” (Hachapuri &

need to be attempted in order to really Vino)
show their strengths and weaknesses.

“We believe that it is still better to
try to do something than to do
nothing. If you do nothing, the result
is 100% zero. If we do something,
maybe we'll get something out of it.”

(Ikigai/Bento)

“There is training, there are

constant meetings, discussions. We

This recommendation aims at share our thoughts, we share many

boosting the practice of constant things in terms of work, in terms of

discussion and meetings inside the life.” (Italy & Co)
) ) company. Practitioners state that such
Discussion o “Iti d th B .
opinion exchanges can play a t is created through sessions
meaningful role in establishing the | Where we discuss with key employees
right goal and aligning other in general what a strategy is, what it
processes around it. consists of and where adjustments

are needed - this is the first first
step.” (Hachapuri & Vino)

Table 11 effective practices with explanations and quotes

We will go through each of the recommendations in order to highlight some important
details and nuances that were shared by our respondents. Although some names of the practices
are rather broad, they have concrete meaning and examples behind them, which leads to a valuable
insightful list of recommendations.

The first recommendation is Responsiveness. This practice refers to creation of capability

to reasonably react to some disruptions. When practitioners mentioned it, they used words like:



2 (13

“Having your hand on pulse”, “collect feedback and statistics”, “preliminary consider force
majeure circumstances”. It is obvious that all those citations relate to the need to foresee and more
importantly prepare to act. It seems crucial for the practitioners to be able to take in any kind of
information and be able to come up with relevant responses. This practice will probably grant
confidence and liveliness of the organization, that always exists in the environment of changing
conditions.

Next recommendation is focused on Acting Fast, which is basically the following step of
the previous step. Most of the respondents were sure that the speed of one’s reaction and ability to
do things “right here right now” can grant the achievement of strategic flexibility. They talked
about the vitality of timely reactions that can decide the fate of the company in some cases. For
example, owner of Ikigai/Bento recommend acting as soon as you feel the right direction for it:

“Yes, in fact, if something is discovered, immediately take some measures abruptly. ”

This principle is supported by the owner of Avtopole. She claims that flexibility is indeed
all about fast reactions:

“Here it is necessary to take very quickly and carefully received information about what
happened. to rebuild an activity almost in a day, in an hour, even like this. Either you're ready or
you're not ready. Business is generally a very flexible thing.”

There is a practical example from Bureau Burgers on how they implement fast reaction
into their daily processes. They follow a “chaotic” regime, working on the go and letting the team
make decisions right when they are needed. The owner highlights that even such an important and
complex procedure of menu layout change can be done remotely and in very short period:

“For example, we approve the layout menu like this - The designer sends the layout menu
to the chat, everyone opens it, gives their edits, and we can agree on the layout in an hour without
meeting, without organizing an afternoon meeting. A huge number of things are done remotely in
chat rooms, in telegram, without any meeting schedules. ”

Such speed, as they say, allows for a more relaxed state of mind for the team in general, as
they know that any disruption will be addressed immediately to try and find the right solution and
shorten the period of uncertainty.

Many respondents highlighted the great role of innovation/experimentation in their
pursuit of strategic flexibility. They claimed that risking and making unobvious decisions may
seem challenging, but in the end, it fueled the development of the company and let the business
survive on some new processes, sometimes turning them into new profit generating procedures.
For example, the story of Hachapuri & Vino validates this point. Before the pandemic, delivery
was an unprofitable process, that was rather close to being canceled, however fast reorientation

and being able to reform the delivery, when it was most needed, led the company to master it and



later shift this activity to a separate profitable unit. So, the founder is sure, that making innovation
a routine part of business creates zones for growth and creativity:

“We just don't mind implementing some creative ideas that don't really have a profit
financially. That is, it seems to us that, for example, it is good for the company's image, but it does
not bring money yet. So, we're doing it. There are some non-obvious things, we spend money on
them simply because we need to check projects. It is impossible to understand in advance whether
they are workers or not.”

Owner of Ikigai/Bento totally support the idea of “trying” as it brings opportunities and
can finally turn into something interesting:

“We believe that it is still better to try to do something than to do nothing. If you do nothing,
the result is 100% zero. If we do something, maybe we'll get something out of it.”

The last two recommendations have a common goal - broadening the horizons and letting
new information in. These concepts were touched upon by all the respondents, proving that they
truly have a positive effect and provide a valuable improvement to the ability to be flexible. Those
two recommendations are Readiness to learn and Discussion. They correspond with each other
to some extent because they can be implemented together. For example, manager of Mazapark
states that sharing knowledge with other practitioners is crucial, especially if one is ready to absorb
new knowledge:

“It's very cool when entrepreneurs visit each other's businesses because it's very sobering,
a person can give themselves high-quality feedback and say, oh, buddy, I've come across this. And
in this there is this certain flexibility of the entrepreneur.”

The manager of Marchellis provides an example of emergency meetings, that are held in
the company, when they feel a specific need for opinion sharing and learning the perspectives of
each other:

“We usually feel something, and then we hold meetings where we voice our concerns. We
have regular meetings where you just share your thoughts. There are emergency meetings that
happen unscheduled when you suddenly see the shadows of the background. Some new draft law
or some new introductory tax regulations. And you have to react to it promptly. ”

Similar thoughts are presented by the manager of Italy&Co. He advocates for the important
of educating yourself as a decision maker and as company in general, absorbing feedback and
learning to react accordingly:

“That is, you do not stand still, you develop, you read, you look at what is happening
around, you walk, you try. You watch how other people work. What's going on in general? And
that's the way you communicate. Of course, with all sorts of people. You listen to uncomfortable

feedback, you give feedback and thus you are constantly growing, and you begin to feel these



threads, yes, strings, you feel these vibrations and, accordingly, you already see changes that need
to be reacted to.”

By learning practitioners meant various things, not only learning to listen and to observe,
but also learning to be a part of the company, being able to implement in any process and correct
it from the inside:

“Just become a part of this mechanism, this system, t0 see where exactly it fails. And it's
very sobering when in your world you consider yourself a cool businessman, and that all your
processes are working. Sometimes it turns out that some gears just simply need to be lubricated.”

This can be used not only by the managers and owners, but rotating your team and letting
people see new perspectives can benefit the whole company to achieve some fresh thoughts and
directions.

To conclude the analysis of recommendations, it is safe to say that although different
companies face various challenges and therefore have different experience, the practical advice
from the practitioners aligns similarly, which can let us generalize and use these recommendations

as a standardized approach.



5. Conclusions and limitations

a) Research results discussion

Research results allow us to address the preliminary research questions, as well as the
assumptions, that were put forward before conducting the study. First of all, the results provide us
with. Before the conduction of the study, we formulated the list of questions. The results of the
research let us answer them and therefore can be considered satisfactory.

1. What are the key determinants of strategic flexibility in Russian SMEs in the service
sector?

The determinants of strategic flexibility were mainly gathered from the theoretical part,
however, we strived to provide practical confirmation with specific examples. It was achieved
when talking with the respondents. All of them showed great awareness of strategic flexibility in
general and were eager to provide their overview on the possible factors. They used words and
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concepts such as “adaptability”, “smooth rebuilding”, “quick response”, “maneuverability” and
continued with naming some enablers as: “teamwork”, “cooperation”, “innovation”, “planning”,
“decision making processes” which aligns with the theoretical understanding, where all those
factors are named as parts of the strategic flexibility enabling process. The table developed by
Escrig-Tena et al. in 2011 can be found in the Appendix 2.

2. What is the connection between strategic flexibility and dynamic capabilities?

Connection between strategic flexibility and dynamic capabilities was addressed in the

literature review, stating that “DC serves as a foundation for achieving SF”. Conducted the
research we wanted to prove or disprove the following and find exact examples from the
perspective of our respondents. Our research provides a great number of examples, proving that
strategic flexibility is seen as a vital state and dynamic capabilities are used as a way to achieve it.
All of the respondents agreed that the proposed classification of DC - sense, seize and transform
(Teece et al. 1997) reflect the main path of accomplishing strategic flexibility.

3. How can SMEs foster strategic flexibility through dynamic capabilities in the service sector

in Russia?

The last research question was considered to be the main goal for us, as it provided us with the
practical answer and therefore presents a great value to our work. It was answered with the list of
recommendations that were shared by our respondents. The consistency and repeating nature of
the responses allowed us to consider the advice general enough for the industry, providing a great
insight that connects theory with practice.
Although our results align with previous findings and confirm assumptions that were made on the

stage of literature review, we identified some unexpected results that can bring great value to the



academic discussion and shift the focus of the researchers. As mentioned before, we were aiming
at exploring practices of our respondents on their achievement of strategic flexibility. Such
recommendations usually focus on internal processes and routines, which are created and
reconfigured to adapt to the changes. However, our respondents brought our attention to the topic
of human resources and their critical role in enabling strategic flexibility. It was especially
interesting that interviews that were held separately, still arrived at similar results. 100 % of
respondents insisted on the discussion team and its formation as a key step to strategic flexibility.

b) Limitations

The main limitations of the research relate to the composition of the data samples for the
qualitative research methods. Although our qualitative analysis using semi-structured in-depth
interviews focused on companies from various segments of the foodservice industry and was for
that reason rather broad, it did not go very deep into each sector’s specifics. This could limit the

final value to the practitioners from the fields that were not addressed in the sample.

Furthermore, the methodology is focusing solely on the foodservice industry, however it
is possible that the results and thus the implications may be transferred to some other service
industry, which could allow for a broader study and a more representative set of results. Although,
we suppose that results are broad enough to be applicable for the service sector in general, we
believe it would still allow for deeper understanding and more focused niche-oriented results, if

the respondents were representing various industries inside the sector.

Lastly, the design and specifics of the current study didn't allow for a broader approach to
examining dynamic capabilities’ affiliation (e.g. organizational, team, individual), which can limit

the practitioner’s ability to systemize the results and implement them.

Therefore, we can say that there exist several limitations of the results of this research,
which may limit its applicability for various audiences. However, these limitations can be

overcome in future studies and serve as a way to broaden the current results and conclusions.

c) Theoretical contribution
The main idea of the literature review chapter in this research was to dive deeper into the
concepts of Strategic flexibility and dynamic capability theory and produce a consolidated
definition of the concept to simplify and itemize its meaning. It was specifically important to create
a common explanation that would combine theoretical depth and practical directness. This was
achieved by comparing and joining together descriptions and explanations of various scholars,



which allowed us to find a well-needed common ground for the further discussion and
exploration. Different perspectives were combined to formulate the well-diversified explanation.
The Resource-based-view by Barney (1991), served as a basis for it, stressing the firm’s ability to
use its resources to adapt to the changing environment. We than added the Dynamic capabilities
theory by Teece, Pisano, and Shuen (1997), which links the two main concepts of the work,
providing the perspective of their tight connection. We continued enriching the common
understanding by aligning some details as Real options theory (Myers, 1977), Ambidexterity
(O'Reilly and Tushman, 2004).

Moreover, the results of the literature review allowed us to see the great connection
between strategic flexibility and dynamic capabilities. It highlights the role distribution clearly,
placing dynamic capability in the role of a tool/practical instrument to achieve the desired result -
strategic flexibility. Our research contributes to the broad spectrum of literature reviews that may
allow for continuation of the discussion and provides a renewed understanding of the close
connection of the two concepts - strategic flexibility and dynamic capabilities.

There has been a contradiction with the existent direction of research. In most of the
explored theories in concepts, Strategic flexibility and dynamic capabilities viewed as a concrete
term, that is usually linked with materialistic, financial, and strategic resources, however our
finding add am issue of rather looking into intangible assets. This perspective opens offers a space
for further discussion.

Literature review has also shown a lack of research in Russia, isolating the Russian
academic and business community from the rather “hot” topic of the recent research. Which we
attempted to address by conducting research in the local environment. Our research adds to a low-
explored field, opening a direction for future research and providing the academic community with

the new findings in the unexplored context of the Russian service sector.

d) Prospects for further research
We suggest that future research focuses on some data deficiencies identified in the current
research and on the opportunity to broaden the results. Thus, future works could focus on one or
couple of service sector segments in more specifics to find out new insights of strategic flexibility
and dynamic capabilities implementation in each industry separately. We can also offer to look
deeper into the challenges faced by the practicing community and possible ways they can be
overcome.
The research is conducted in the spring of 2024, when the business environment still exists
in the atmosphere of uncertainty and “shock” from the recent events (e.g. Pandemic in 2020, SMO

starting in 2022). We propose that conducting research in the future may allow for retrospective



view from both practitioners and researchers, which can bring some valuable insights or oppose

some current findings.

e) Practical Recommendations

Practical contribution of the research can be considered rather significant and was the focus
initially. The results provide an interesting insight into a “new” perspective for the decision-makers
of the food service companies in Russia. That is why we consider the results applicable for the
local practitioners. Moreover, Russia has been a very “disruptive” environment for the past 5 years;
therefore we consider the results of the current work to be of interest to the foreign practitioners

and researchers, providing examples of solutions to phenomenal cases of unpredictable changes.

The list of practical recommendations was presented in the chapter with thematic analysis.
We formulated 5 “actions” or better say features that should be implemented by the companies to
obtain strategic flexibility through dynamic capabilities. We consider the 5th theme in the analysis

to be a recommendation of sorts, adding it to the common roster. The list goes as follows:

Responsiveness

Fast Acting

Innovation/ Experimentation
Discussion

readiness to learn
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Building a team

These features are described in detail with examples from real business and with thorough
explanation. We assume the list and its description to be the answer to our main research question:
How can SMEs foster strategic flexibility through dynamic capabilities in the service sector in

Russia?

It was important for our research to focus on presenting the results in the simplest and most
practical way possible, as we aimed to combine deep theoretical concepts with the direct and
pragmatic experience of practitioners. That is why we combined the findings of the qualitative
research and aligned the findings into a framework that can be used in both academic and practical
fields:
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Picture 3 Framework SF through DC. Effective practices

The framework focuses on each paradigm of dynamic capability and proposes a set of
action that combines two groups of strategic flexibility and appears at its intersection. The middle
intersection of all three dimensions’ focuses on the main recommendation of the current research
- focusing on team creation and nurturing as on the main force and source of future strategic

flexibility.

We suppose such a framework can be an illustrative tool for the further exploration of the
topic and can hopefully serve as a guiding instrument on how companies can achieve strategic
flexibility through dynamic capabilities implementation. It is important to state that our framework
was derived from the results of the current research and therefore is an innovative product. We
found a great interconnection with the existing frameworks (Peeters, C., & Arnst, B. 2021) on
strategic flexibility that lets us assume that our findings are consistent with the general direction

of the research on the topics.

f) Conclusion
We live in the world full of disruptive events and unpredictable changes. Such dynamics

influence all the different spheres of business, creating a need for companies to become resilient

to be able to effectively respond to the challenges. That way, strategic flexibility is no longer just



one of a possible way of operation, it rather becomes a necessity for survival. This research aims
at discovering the connection between strategic flexibility and dynamic capabilities, as well as
attempting to discover how can service sector SMEs in Russia implement strategic flexibility
through dynamic capabilities.

In order to meet the main goal a set of objectives was proposed at the beginning. The
literature review mainly focused on combining the existing knowledge and proposing a complex
in-depth explanation of the main concepts (strategic flexibility and dynamic capabilities), which
later served as a foundation for the empirical part and creation of results-based framework.

The objective to analyze the role of dynamic capabilities in enabling strategic flexibility
was met by the theoretical literature analysis and reaffirmed by the results and in-sight of the
empirical part, when all the respondents confirmed, that strategic flexibility is viewed as a desired
state and dynamic capabilities should be considered as an effective tool to reach that state.

Initially, when the formulation of the goals and objectives was done, qualitative research
was chosen to be the suitable method as it would allow to gather in-sights of professional and align
the definitions and theoretical propositions with the real business examples and recommendations,
which would allow for a fruitful practical and academic contribution. Precisely, the semi-
structured face-to-face in-depth interviews were chosen as a tool. We managed to gather 10
representatives of the food service industry, focusing on attracting practicing professionals (e.g.
founders, owners, operational managers), who take part in decision making.

The chosen method allowed us to get a descent amount of the data, that was later analyzed
using the Thematic analysis method. The choice is justified by the search for exploration of
meanings and patterns. It was important to be able to rule out all the various opinions and measures
of professionals and combine them with the shared understanding of concepts. We believe it has
allowed for proposition of recommendations, that are both unique in terms of experience and broad
in terms of possible application.

The paper was also aiming at identifying key determinants of strategic flexibility of
strategic flexibility. Which were formulated in a form of associations and interpretations gathered
from the respondents. All of them aligned perfectly with the theoretical understanding, proving
the high need for strategic flexibility implementation, while highlighting the lack of simple
explanation and practical solutions from the academic community.

It was also important to get the detailed explanation of the main challenges in enabling
strategic flexibility through dynamic capabilities as it would provide a deeper understanding of the
practices and approaches used by the practitioners and would also serve as a foundation for the set
of recommendations. Among the challenges, that are frequently met by the respondent we

identified: dependence on the external decisions, lack of system, inability to plan, wrong focus.



Finally, the objective of defining practical recommendations on fostering strategic
flexibility was met and allowed us to propose a set of recommendations, that were gathered from
the interviews with practitioners: responsiveness, acting fast, discussion, readiness to learn and
experimentation. The final proposition, that was identified by 100% of respondents is the great
importance of team as a key factor in strategic flexibility. That finding serves as a main valuable
insight of the work and proposes a renewed look on the subject. When all the results were
formulated, we felt the possibility to propose a simple yet insightful framework, that would reflect
the results and allow for further discussion. It focuses on the combination of theoretical
understanding and practical contribution.

All in all, we assume that this paper may be used as a starting point for the deeper
exploration of the topic of strategic flexibility and dynamic capabilities in Russian service sector
and will hopefully provide motivation for researchers to provide more industry-specific results or
explain/contradict the findings by assessing the proposed recommendations on a broader sample.
This research is also an extension to the previous studies of strategic flexibility, that broadens the
scope of possible interpretations of theoretical concepts combined with the practical

recommendations.
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Appendices
Appendix 1 - interview outline in Russian

1. Hpe,I[CTaBJ'IeHI/Ie IIPpOCKTa, eiaeu u Hucciaea0BaTei.

Tema: Pa3Buthe crparern4eckoil rMOKOCTH 32 CYET JMHAMHYECKHX crocodOHoctel. Keiic
POCCHICKHMX MaJIbIX U CPEAHUX MPEANpUATHil B chepe ycayr

KakoBbl Hanbosiee BaxHbIC JMHAMUYECKHE BO3MOKHOCTH poccuiickux MCII B cdepe ycmyr?
KaxoBbI KiTFOU€BBIC ACTEPMUHAHTHI CTpaTernueckor rTuokoctu poccuiickux MCII B cepe yemyr?
KakoBa cBsI3b MeXy cTpaTern4eckoil rTHOKOCThIO U AMHAMUYECKUMU BO3MOKHOCTSIMU?

KakoBbI criocoOBI pa3BUTHsSI CTPATETUIECKON TMOKOCTH 32 cueT 3PPEKTUBHOTO HCIOIb30BaAHUS

JTUHAMHAYECKUX BO3MOKHOCTEN?

2. Uro, 1o BamieMy MHEHUIO, SBJISETCS CTPATETUYECKOM TMOKOCTBIO /Ui Balleld KOMITaHUU?
CuuTaeTre 11 BbI 3TO BaXKHBIM?
3. BBeneHHe TEOPETHYECKOTO OIMPEIEICHHS CTPATETMYeCKONH TMOKOCTH M JIMHAMUYCCKUX

BO3MOKHOCTEN

Crpaternyeckasi THOKOCTb - CIIOCOOHOCTD a/IalITUPOBATLCS M PEarupoBaTh Ha pe3Ke M3MEHEHUs
BO BHYTpPEHHEH U BHEIIHEH cpelie yMEHHE BEPHO KOMOMHHUPOBATH PA3IMYHbIE CIIOCOOHOCTH MU
pecypcehl I CO3JaHUsl YCTOMYHUBOM OpraHU3alliH.

Jlnnamuyeckue CITOCOOHOCTH - CITOCOOHOCTH Co3naBarh, HHTErPUPOBATH,
PexondurypupoBaTb BHYTPEHHHE U BHEIIHME KOMIIETEHIIMM [UIsl pearupoBaHUs Ha
MEHSIOUIYIOCS Cpey

*[Ipennonaraetcs, uro CI” 310 11emp, a JIC 3TO HHCTpYMEHT

Cpenu J1C BBIIEISIOT :

e (CnocoOHOCTB OLTYIIATH TPSYIIUE TIEPEMEHBI WIIN TPEOOBAHUS CPE/IbI

e (CnocoOHOCTH MHTETpUPOBATh IPUBOAUTH B JIEHCTBHE

e (CnocoOHOCTh MEHATH CYIECTBYIOIINE

e (CnocoOHocTh 00y4aTbes (00yyaTh)

4. JlaBaiiTe moapoOHee OCTAHOBHMMCSI Ha cTpaTernmueckoi rubkoctu? Bumute nu BbI ee
HaJINYue B CBOEH KOMIIaHUU?

5. Ecnu otBer «z1a», 4To ObI BBl Ha3BaJIM OCHOBHBIM MHCTPYMEHTOM (MHCTPYMEHTAMM) IS
JIOCTHDKCHHS CTPATeTHIeCKO THOKoCcTH?

6. MooxeTe i BBl ONPEACTUTD KaKue-In00 TMHAMUYECKHE BO3MOKHOCTH, KOTOPBIE TOMOTYT

BaM JIOCTUYb W/WJIH TOJ/ICPKUBATH CTPATETUIECKYIO0 THOKOCTh?



7. CuuTaete M BBI, YTO Bamia (upMa repekuiia TPy IHbIE BpeMeHa/IepeIoMbl/KpU3UC?
8. Urto momMoriio BaMm OCTaThCs Ha TUIaBy?

9. Cpenu Tpex JTMHAMUYECKUX CIIOCOOHOCTEH Kakasi camasi BaKHas M mouemy?

- omymarh (CNOCOOHOCTh OOHAPYKUBATh, HACHTU(PHUIIUPOBATh U UHTEPIIPETUPOBATH U3MECHEHUS
B OmsHec-cpene. OHM TO3BOJSIOT (UPMaM BBISABISATh TEHICHIIMH PA3BUBAIOIIUXCS PHIHKOB,
KOHKYPEHTHBIC YTPO3bI/BO3MOXKHOCTH, )

- 3aXBaThIBaTh (MO3BOJUTH (hUPMaM CBOCBPEMEHHO MPUHUMATH YIPEKIAIONUE MEPHI, YTOOBI
W3BJICYb BBITOAY M3 JTHX BO3MOXKHOCTEH WM H30€KaTh BO3MOXKHBIX yrpo3. Cpeaum HHX
CIOCOOHOCTh OBICTPO NMPUHUMATH CTpAaTETHUYCCKHE penieHus U 3P(HEKTUBHO MPUMEHSATH HOBBIC
WHUIIUATHBBI, )

- TpaHcPOpMUPOBATH (OBICTPO PEKOH(PUTYPUPOBATH CBOH PECYPCHI, KOMIICTCHIIUH, TIPOIEAYPHI U
MPOIIECChl, BKIIOYAs TIEpepaclpec/iCHHe YeT0BEYCCKUX, (DMHAHCOBBIX M TEXHOJOTHYECKHUX
pPECYpCOB, HCIOJIb30BAHUE MApPTHEPCKUX OTHOIICHUW, albsIHCOB U COTPYAHHMYECTBA IS
JIOCTHDKCHHUSI HOBBIX CTPATETMUECKHUX LIEeJIeH W pearupoBaHUs Ha Pa3pyMIUTEIbHYIO TUHAMUKY

PBIHKA, OJJHOBPEMEHHO CIIOCOOCTBYS CTPATETUUECKOM THOKOCTH)

10. Yto ObI BBI MMOPEKOMCHAOBAIN AHAJIOTMYHBIM MPCAIIPUATHUAM C TOUKH 3PCHUA JOCTUIKCHUA

CTpaTernyeckoil ruokoctu?



Appendix 2 - Enabling factors of strategic flexibility.
Source: [Escrig-Tena, A. B., Bou-Llusar, J. C., Beltran-Martin, 1., & Roca-Puig, V. (2011).]

QM elements Enabling factors of strategic flexibility Authors
Leadership Leadership Upton [4], Hitt et al. [6]
Strategm Strategy as an incubator for change Prastacos et al. [29], Shimizu and Hitt
planning 8]

Measure and monitor decision ottcom: Shimizu and Hitt [8], Volberda [18],
Information casure onitor decision outcomes Das and Elango [28], Hitt et al. [6],

and analysis

Use of new manufacturing and information
technologies

Prastacos et al. [29], Zhang [31],
Palanisamy [119], Celuch et al. [32]

Youndt et al. [61], Das and Elango

Human Develop human capital [28], Manz and Stewart [101],
resource Comprehensive training Volberda [18], Hitt et al. [6], Kara et al.
management Teamwork [33], Prastacos et al. [29], Shimizu and
Hitt [8], Gilson et al. [65]
Use of cooperative strategies or belonging Liebeskind et al. [30], Das and Elango
Supplier to a network [28], Hitt et al. [6], Bahrami [69],
management Create dynamic mechanism to gain new Prastacos et al. [29], Shimizu and Hitt
ideas from outside the firm [8]
Processes Processes management Prastacos et al. [29], Worren et al. [7],
management 8 Shimizu and Hitt [8]
Customer Customer orientation in product and Prastacos et al. [29], Johnson et al.
focus service development [21], Javalgi et al. [120]

Exploit global markets
Develop new organisational structures and
culture

Stimulate decision-making processes by
incorporating a devil’s advocate approach

Consider decisions portfolios

Recognise the limitations of static
governance systems

Build dynamic core competences

Hitt et al. [6], Das and Elango [28]
Hitt et al. [6], Shimizu and Hitt [8]

Shimizu and Hitt [8]
Shimizu and Hitt [8]
Shimizu and Hitt [8]
Hitt et al. [6]



