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Abstract 

The capability to acquire, disseminate and apply knowledge (organizational learning-

OL) is of paramount importance for organizations in order to sustain long-term 

survivability and competitiveness. This paper examines, through the lens of the dynamic 

capability framework, the foundational building block for identifying, acquiring and 

building strategic capabilities in a specific context of high-level environment dynamism. 

The paper is based on a study of how organizations in Saudi Arabia deal with the 

transformative demands associated with high levels of complexity and dynamism in 

their business ecosystems. A mixed method of semi-structured interviews of senior 

managers of Saudi organizations and an on-line survey with a cross section of Saudis 

with extensive experience with Saudi organizations, was adopted to develop a rich 

narrative of context reality. The study uncovers distinctive features of OL suitable for 

the context, a causal relationship between organizational learning, leadership and 

culture as foundational building blocks affecting how strategic capability choices are 

made and adopted.  Although limited in context, this study challenges some theoretical 

assumptions by formulating a number of research propositions, and proposes the 

practical implications extend beyond the Saudi Arabian context. 
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1. Introduction: 

The constant challenges of business environment uncertainty and ambiguity plus the 

inability to interpret new information on opportunities, threats and risks can often lead 

to conflicts in decision making (Joseph & Gaba, 2020).  According to dynamic 

capability theory (Teece, D. J.; Pisano, G. P.; Shuen, A., 1997), the long-term 

survivability of organizations and sustainability of competitive advantage, particularly 

during periods of high levels of environmental dynamism, is dependent on the 

organization’s ability to make appropriate strategic capability choices that facilitates a 

continual alignment of their asset portfolio (tangible and intangible) (Khurana, Dutta, & 

Ghura, 2022).  This capability is dependent on organizations continually assessing the 

effectiveness of their processes that make sense of opportunities, threats and risks 

presented by the prevailing level of environmental dynamism, facilitate timely and 

effective decision making, and manage the realignment of their asset portfolio. 

However, how orgaisations respond effectively to context specific environment 
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challenges in order to develop strategic capability has not been adequately addressed. 

The unique characteristics of the Kingdom of Saudi Arabia (KSA) make it an ideal 

context on which to base this study.  KSA (thereafter refers to Saudi) is transforming 

its economy from almost complete reliance on stable and mature extraction industries 

(oil and gas, petrochemicals, and minerals) to vibrant juvenile industries that have 

growth and value-adding potential (KSA, 2030). The transformation is halfway through 

and there are early indicators of success that can be used as an interesting case to draw 

insights from (McBurney, 2023).  In addition, Saudi organisations are experiencing high 

level of environmental dynamism affected by changing demographics, the geopolitical 

instability in the region, the global net zero environment pressure, the digital technology 

and AI disruption, regional conflicts, humanitarian crisis as well as social and societal 

changes (immigration, workforces, etc.). As such, KSA represents a unique 

international context to conduct this study. 

The rest of the paper is structured as follows, next section provides a literature review of 

the key concepts and assumptions related to environment dynamism, the notion of 

building blocks for deploying strategic capabilities. Section 3 introduces the 

methodology and the data collection process.  The qualitative results are presented in 

the subsequent section 4 with discussion of fresh insights on the relationships between 

the building blocks in light of (Teece, 2007) framework. Section 5 is devoted to theorize 

with a model and five propositions. The last section draws the conclusion with a note of 

limitations and direction for future research. 

2. Literature review 

2.1 Environment dynamisms of KSA 

It is widely assumed that organisations need to effectively respond to the variety and the 

level of dynamism of the business environment in order to survive and sustain 

competitiveness.  For example, in a relatively stable environment, the above 

assumptions may not hold true, because organisations operating in such environments 

can focus on internal operational efficiency to survive. Whereas with high level of 

environmental dynamism, the response mechanism could vary according to the specific 

context of the organisations and the environment they operate in.   

There is a plethora of extant literature and theories on organisational responses to 

environmental challenges (Espejo & Harnder, 1989); (Auster & Choo, 1994); (Xu, Ong, 

Duan, & Matthews, 2011). This can be categorised broadly as organisational excellence 

approaches including organisational learning, leadership development, process 

reengineering, change management, dynamic capability, etc. The other is towards 

“variety reducer” (Beer, 1981) using management science, digital and AI tools to filter 

out the complexity of the environmental variables - include environmental information 

scanning (Daft, Sormunen, & Parks, 1988); (Xu, Kaye, & Duan, 2003), big data 

analytics, horizon planning, scenario simulation, digital transformation, and AI and 

machine learning (ML) in support human cognition, sense making and collective 
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decision making.  

Given this ongoing strategic challenge that can be approached from wide perspectives, it 

is necessary to restrict the scope of this study, thereby we focus the enquiry on how 

dynamic capabilities shall be developed in a specific context with high level of 

environment dynamism. As noted earlier, the KSA represents such a unique context 

with environmental dynamics and challenges, as depicted in Figure 1. 

 

 

Figure 1 Environment Sectors Dynamism of KSA 2030 vision 

KSA has started a transformation journey towards the KSA 2030 Vision from 2017 that 

was initiated by the KSA government. The petroleum and adjacent downstream 

petrochemical industries in KSA have for several decades operated in a stable 

environment characterized by constant and predictable demand, large market share, and 

increasing profitability.  This has provided the Saudi government with a reliable source 

of revenue to fund their “Five Year” development programs.  However, recent global 

trends away from the use of fossil fuels towards increased use of renewable energy 

sources, has encouraged the transformation of KSA industries to renewable energy 

production, expanding into related mineral mining, and strategic diversification into new 

sectors in digital economy - for example, FinTech investment, global transportation 

hub, religion and Arab culture centre and the associated infrastructures. A consequence 

of the rapid transformation towards the new economy and sustaining competitive 

advantages, is that many Saudi business leaders are now being exposed to increasing 

complexities and rapid changes that they have not previously experienced. The interim 

success (McBurney, 2023) of transformation to the new industries provides a valid case 

to examine the building blocks of DC in a high environment dynamism context.  
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2.2 The Dynamic Capability Framework and Building Blocks  

(Teece, 2007) DC framework provides a useful structure for examining how 

organizations identify threats, opportunities and risks in their operating environment, 

make strategic decisions, and realign their asset portfolio. The framework makes it 

useful in underpinning this study of how Saudi organisations identify, build/acquire and 

implement strategic capabilities.  The components of the original dynamic capability 

framework included processes (managerial and organizational), position (assets - 

tangible and intangible), and paths (ways) to successful implementation of strategic 

choices. Subsequent variations to the framework enhanced the processes into three 

explicit clusters of capabilities: sensing, seizing, and reconfiguration capabilities ( 

(Teece, 2007) . In this research we focused on the three capabilities and consider them 

from a process point of view, in particular, we constrain our enquiry to the sequential 

logic between the three capabilities, i.e. sensing is the capability to learning (to know); 

seizing is the capability to make decisions (to decide); reconfiguration is the capability 

of making changes (to do) - agility to readjust resources and to make changes. 

There are many variables that influence the creation, renewal or devolution of strategic 

capabilities (Ambrosini & Bowman, 2009). We argue that these variables are context 

specific and therefore should be considered when identifying the building blocks for 

developing an organization’s ability to make strategic choices. A review of extant 

literature suggests that most variables are intrinsically available within organisations in 

the form of three essential building blocks, these are leadership capabilities ((Teece, 

2007), organisational learning processes (Eriksson, 2014); organisational culture 

(Fainshmidt & Frazier, 2017). 

 

Leadership capabilities   

Leadership serves as a key mechanism for assembling the repertoire required for 

developing sensing-seizing-reconfiguring capabilities.  Leaders as decision makers, play 

significant role in knowing (sensing capability), deciding (seizing capability), executing 

decisions and making changes (reconfiguration capability). Therefore, leader’s 

cognitive skills and styles impact DC building. A number of assumptions posit positive 

relationships between the two. For example, leaders galvanizes employees to a common 

set of shared values, goals and objectives ((Teece, 2007). Leadership theory suggests 

that leadership effectiveness is contingent upon organisational context (Fiedler, 1964; 

House, 1971; Sharma, 2018) and different leadership styles exist.  According to (Bass, 

1990) framework of leadership styles, top-level leadership can be classified into 

transformational leadership (TFL) and transactional leadership (TAL). Muhammad 

(Asif, 2021) further elucidate that transformational leaders, owing to their ability to 

inspire followers can have a profound effect on employee behavior and can stimulate 

innovation and new learning.  Transactional leaders, on the other hand, who motivate 

the followers in the direction of established goals and clarify role and task requirements, 

can lead to improved work performance.  A supportive leadership style can foster a 
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proactive dialogue with employees and establishes a trusting environment that 

facilitates the honest sharing of opinions and knowledge, ensuring access to all the 

resources they need in order to succeed. Leaders with strong “paradoxical cognition” 

are better at balancing the conflicting forces (Helfat & Peteraf, 2015). Entrepreneurial 

leadership is found important in confronting the inertia of existing systems and practices 

that support maintaining the status quo, adopting potentially costly and potentially risky 

radical change and willing to break existing obligations where necessary (Peteraf, Di 

Stefano, & Verona, 2013). In summary, strategic capabilities are inherently the result of 

proactive leaders who take a direct interest across all processes that build, renew, and 

reconfigure in order to maintain survivability (Feiler & Teece, 2014).  The review 

suggests that organisational leadership, could affect every stage of the processes, 

specifically on seizing capability in human-based decision making organisations. 

 

Organisational Learning 

(Schwandt & Marquardt, 1999) argued that the speed of change in the global 

marketplace makes it imperative that organizations match the speed of change with the 

speed and quality of their learning.  Organisational learning is centered on knowledge 

acquisition, sharing, collective sense making, integration and exploitation processes in 

the development of managerial capabilities as well as organisational learning 

capabilities. Strategic capability building processes rely on the generation of knowledge 

from internal and external sources, the integration of knowledge and sense-making of 

new knowledge (Prieto, Revilla, & Rodríguez-Prado, 2009); (Nieves & Haller, 2014).  

Muhammad (Asif, 2021) refers to the seminal work of March (1991) to highlight two 

distinct types of organisational learning: explorative learning (ERL) and exploitative 

learning (ETL).  The former is about seeking knowledge that is outside the current 

domain of an organization; it prepares the organization to address future challenges. The 

latter is about harnessing value from the current resources and capabilities (Gibson & 

Birkinshaw, 2004); Gupta et al., 2006; (Chandrasekaran, Linderman, & Schroeder, 

2012). Organisations need both ERL and ETL for long-term success as well as to address 

current needs. These learning models are embedded in organisational structures, 

routines, behaviors, conventions, databases and interaction patterns among individuals. 

Organisational leaning mechanism can be seen in different learning loops (Tosey, 

Visser, & Saunders, 2012), that learning to improve performance at an increasing rate 

refers to single-loop learning. Whereas learning to reflect on and inquiry into the 

governing variables, values and norms underlying organisational action, relates to 

double-loop learning. (Labib, 2016) summarises the first loop learning as preserving and 

improving status quo, whereas, second loop learning implies changing the status quo 

itself, hence adds a third loop of learning - altering rules for decision making 

assumptions through continually questioning the validity of such assumptions when the 

situation changes. We argue that the learning mechanisms and the loops are essential 

building blocks for DC development, specifically for the sensing capability. 
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Organisational culture 

Organisational culture refers to the “whole of the organization’s” inherent willingness 

to accept and adopt change (Fainshmidt & Frazier, 2017).  It is seen as the “social 

fabric” of organisations for developing strategic capability.  Changes in culture are subtle 

but can be vital for long-term strategic capability development, however, it can be a 

constraint or a barrier to innovation and changes depending on the shared 

organisational values, norms and practices (Karimi & Walter, 2015). Values and beliefs 

are significant components of organisational culture that influence human behaviour.  

The level of trust reflects the organization’s social norms. It is assumed that 

organisations with the highest levels of trust will normalise the sharing of opinions 

(positive and negative) and the free exchange of knowledge.  High levels of trust will 

reduce the likelihood of misunderstanding of intentions and result in lower levels of 

conflict and dysfunctional behaviour, and ultimately lead to greater integration of effort 

and utilization of resources (Fainshmidt & Frazier, 2017).  

Studies on culture and innovation (a capability to learn and change) reveals that an 

organization’s values, norms, symbols, habits, language and history that trigger the firm 

to innovate, provides an atmosphere that fosters creative thinking and risk-taking in the 

interest of innovation (Weber & Heidenreich, 2018). It encompasses such diverse culture 

aspects as risk-taking, tolerance toward mistakes, openness to new ideas and 

technologies, autonomy and empowerment of employees, nonformal communication 

and flexibility. An innovative culture not only reinforces creativity but also effectively 

encourages employees to share their knowledge across the board, thereby shall be seen 

as a moderating factor, which is conducive to improved innovation performance 

(Martín-de Castro, Miriam Delgado-Verde, & Navas-López, 2013). 

The efficacy of culture on capability building may differ due to different country culture. 

(Basahal, Forde, & MacKenzie, 2021) foregrounds the socio-cultural context of Saudi 

Arabia in which religious laws and dominant norms around the role of women in 

society continue to impact the operation of the labour market. For example, it is 

important to maintain physical segregation so as to meet Nitaqat regulation while 

achieving localisation by using more female workers. The Saudi nomadic and tribal 

culture could pose great challenges of culture conceptions on DC. We argue that a 

context specific conducive organisational, team and individual culture is an essential 

building block of DC development, specifically in facilitating changes and 

transformation, i.e. realising the reconfiguration capability. 

The building blocks leading to strategic capabilities guided the research design, which is 

introduced next. 
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3. Research methodology 

The literature suggests that the majority of empirical studies on the use of (Teece, 2007) 

framework, relative to strategic choices, used a mixed-methods approach for data 

collection (Eriksson, 2014). Previous empirical studies using DC framework provided 

the basis for the research variables and questions of this study (Garcia et al., 2014; 

(Chang, Chen, ray, & Huang, 2015); H.-F. Lin et al., 2016; (Zhang & Wu, 2016); (Saul 

& Gebauer, 2018). With both structured and open questions, the intention was to gain 

insights into the building blocks that facilitate the development paths for building 

strategic capability as well as barriers - hereby refers to “roadblocks” that hamper 

strategic capability development. 

The sample population for this study was selected from Saudi organisations. Data was 

collected using mixed methods - semi-structured interviews and an online survey 

questionnaire.  The interviews and survey questions aimed at discovering two 

components, how (processes) the respondents’ organisations identified, built/acquired, 

and implemented strategic capability, and the influence that organizational learning, 

culture, and leadership (building blocks) had on those processes. As such, this study 

adopts an inductive approach in order to generate insight on the specific building blocks 

and paths leading to DC. 

Participants for the structured interviews were selected using a critical purposive 

sampling approach.  The inclusive criteria are senior managers with in-depth knowledge 

and experience in high- ranking positions in Saudi organisations, and included 

Chairmen, CEOs, VPs, and senior managers, who were knowledgeable and capable to 

articulate how Saudi organisations deal with opportunities, threats, and risks.  On 

average, the interviews are around eighty minutes each. The interview questions contain 

a profile question and 11 open questions asking participants to give their views on the 

current and future priorities and capabilities of Saudi organizations concerning - 

sensing, seizing, and reconfiguration, and for their opinions on the extent that 

organizational learning, organizational culture, and leadership capabilities aided or 

constraints building dynamic capabilities. Table 1 shows the profile of the interviewees. 

Using the same sampling approach, the survey sample were selected using the selection 

criteria - experience in Saudi organisations, in roles such as, but not limited to, executive 

management; strategic management; performance measurement; process improvement; 

R&D; marketing; change management; learning and development roles. The survey 

collected seventy-five (75) valid responses. Participants for both the interview and survey 

are ensured confidentiality, anonymity and data security. The survey questionnaire 

contains a profile question and eight questions with multiple measures for each question 

using a Likert scale 1-5, (Note this paper reports only the qualitative analysis from the 

two sets of data, other than the quantitative results, hence the quantitative analysis is 

intentionally omitted). 

 

 



 

P a g e  | 110 

Table 1. Profile of Interviewees 

Intervi

ewee 

Age of 

organization 

(years) 

Size of 

organization 

(employees) 

Annual 

revenue 

(estimate $) 

Industry 

sector 
Job level 

Time in 

role 

(years) 

1 >10<=25 >1000<=10000 >1billion Mining Executive <=5 

2 >25 >10000 >1billion Services 
Manager 

Mid-Level 
<=5 

3 <=10 <=1000 
<=100 

million 
Services Executive >5<=10 

4 >25 >10000 >1billion 
Oil & 

Gas 

Supervisor/ 

Team Leader 
>10 

5 >10<=25 >1000<=10000 >1billion Mining Executive >5<=10 

6 >10<=25 <=1000 
<=100milli

on 
Services Executive >5<=10 

7 >25 >10000 >1billion Services 
Manager 

Mid-Level 
>5<=10 

8 >25 >10000 >1billion 
Oil & 

Gas 
Executive >5<=10 

9 >25 >10000 >1billion 
Oil & 

Gas 

Manager 

Mid-Level 
<=5 

10 >10<=25 >1000<=10000 
>100m<= 

1b 
Mining Executive >10 

The data was analysed using thematical analysis where themes were coded by NVivo. 

The coding allows new themes to emerge, and specific context in the KSA to be 

captured for explanation and discussion. Selected quotes are used as key evidence. The 

results are presented and discussed in the next section. 

4. Findings and Discussion 

4.1 Organisational learning for Saudi Strategic Capability development 

Findings from the interview not only confirm, but extend the survey results with 

contextual details. Some selected quotes are as evidences. The result shows OL as a 

positive building block to Saudi strategic capability development, but in specific ways 

as below. 

 

Individual 1st loop learning 

Saudi organisations demonstrate individual first loop learning, i.e. individuals are 

usually responsible for their own professional development supported by large Saudi 

organisations. The training and development function in most Saudi organisations have 

retained their historical focus on teaching employees how to operate and maintain the 

existing asset portfolio, but have not matured in pace with what is required to cope with 

the number and rate of changes occurring within the Kingdom. Many large Saudi 

organisations have created learning and development centres for leadership training. 

The notion of the ability of an organization to develop DC is dependent on how well the 
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leaders are developed (Nieves & Haller, 2014) is supported. However, these centres rely 

on learning and development professionals yet with traditional curricula. This individual 

based personal development is related to the ‘performance culture’, which focuses 

solely on improvement of business targets - the nature of 1st loop learning. Some 

selected quotes are as below: 

‘a focus on profitability has resulted in management being more concerned 

about improving existing processes rather than looking at whether those 

processes are appropriate for the future.’ 

‘Most Saudi organisations strive to achieve perfection. As a consequence, they 

typically have a low tolerance for people making mistakes.’ 

 

Active absorbing external knowledge via external consultancy 

Absorptive and transformative capabilities are critical to assimilate and merge new 

knowledge for innovation. While Saudi organisations have established repositories of 

knowledge from internal and external sources, our data indicates that less emphasis is 

on the internal sharing and socializing of new knowledge among employees and a 

reluctance to develop organisational wide absorptive capabilities. Interviewees agreed 

that the corporate ‘body-of-knowledge’ is typically underutilised and undervalued. 

Furthermore, the pool of knowledge held internally by employees, remains dormant and 

not actively sought out by senior management and incorporated into corporate decision-

making processes. This is evident as below: 

‘Knowledge and experience from the shop floor “experts” is rarely shared with 

senior management, who would prefer to bring in external consultants’ 

‘Saudi organisations contain a high level of latent knowledge that typically goes 

underutilized.’ 

‘There is no structured method for knowledge transfer between entities with the 

organization.’ 

Knowledge acquisition in Saudi organisations tends to rely on external consulting 

companies, and joint ventures with leading international organisations as the primary 

sources of acquiring new knowledge. There are less connections and partnerships with 

the country’s universities, research organisations, and centres of excellence for R&D. 

This may be explained by the unique leadership style and the Saudi nomadic and tribal 

culture. 

‘The more we engage with external sources of knowledge, the more knowledge 

we have about potential opportunities, threats and risks.’ 

‘Joint ventures with leading international companies have proven beneficial to 

Saudi organisations because the joint venture partner introduces technologies, 

knowledge, skills and operational capabilities that did not exist in the 

Kingdom.’ 
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As a result, there is apparently a lack of organisational wide structure and mechanism 

for knowledge sharing and deep loop learning. This has been commented by some of 

the interviewees: 

‘Saudi organisations lack specific structures and processes for capturing 

knowledge on new opportunities, threats and risks. The organization’s size has 

a bearing onhow this process is performed and what capabilities are 

employed.’  

‘The silo nature of many larger Saudi organisations results in limited 

knowledge flows across divisions within the organization, mostly knowledge 

flows are kept to within silos (divisions or departments). Most knowledge flows 

between silos and other entities is dependent on personal relationships and 

networks.’ 

Vocational vs tertiary training for future learning 

A noticeable change for the future Saudi workforce has been the inclusion of females in 

tertiary education and a trend of sending young Saudis to universities abroad, which 

gave them the freedom to explore possibilities, and expand the range of experiential 

learning opportunities. These graduates become the driving forces to engage learning 

and changes, and challenge the current organisations’ learning approaches when they 

become the decision makers in the organisations. 

 

Considering roadblocks from OL perspective, the sensing on new opportunities appear 

rather limited by the current mechanism, despite a strong sense of dynamism from the 

external environment, perceived by the KSA managers. 

“Saudi organisations have historically taken an insular view of the market and 

ignored regional and global opportunities.”  

‘Significant opportunities are perceived possible if the market was truly open, 

and the geopolitical situation in the region stabilised’.  

‘The geopolitical risk in the region is extreme, and foremost in the minds of 

Saudi organisations.’ 

 

The results imply that the current Saudi organisational learning building block is 

unique, yet inadequate towards building the sensing capabilities needed. This is 

explicitly demonstrated by individual-based learning development, but not systematic 

organisational learning. 

4.2 Leadership for Saudi Strategic Capability development 

The study data confirms the association of leadership style as both a building block and 

roadblock on the influence that organizational learning has on strategic capability 

development within the Saudi context. The Saudi leadership style was found to be 
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dominantly transactional, less delegative and participative according to the types of 

leadership style by (Lewin, 1997).  In addition, Saudi leaders exhibit controlling 

behaviour, are coercive, ‘risk adverse’, are afraid of failure, and do not want their “view 

of the world” questioned by employees. 

‘Decisions are made by people because of the importance of their position, not 

because of their experience and knowledge, and not always for the benefit of the 

organization or its shareholders.’  

‘Saudi management is perceived as being risk-averse and slow to make decisions’ 

Mangers may feel uncomfortable when confronted with facts that do not match their 

preconceptions. Decisions are not data driven. On the other hand, it is arguable that a 

strong top- down, transactional leadership may be a positive contributor to Saudi 

business reconfiguration capability, because it can be effective in making quick (not 

necessarily correct decisions) and executing tasks fast. From the theoretical point of 

view, however, such a leadership risks in not becoming a visionary leader and not 

making right decisions for the organization. A less participative leadership style may 

require excessive resources in order to motivate staff, build trust and monitor 

performance of the workforce. When facing uncertainty in a dynamic business 

environment, collective sense-making is essential to eliminate noises and individual 

cognition bias. It is envisaged that the future capability of Saudi business would require 

a transformational change in leadership style - by nurturing a conductive employer-

employee relationship, empowering employees to make decisions and taking 

responsibilities, becoming entrepreneur leaders to embark innovation, and adjusting 

management hierarchy to incorporate collective sensing making and decision making. 

4.3  Organizational culture for Saudi Strategic Capability development 

The study data confirms the association of organizational culture as both a building 

block and roadblock on the influence that organizational learning has on strategic 

capability development within the Saudi context. The specific culture elements affecting 

strategic capability development in the Saudi context include unique values and religion 

beliefs, lack of trust and respect, increasing female workforce, and tenure of 

employment.  An example is the ‘performance culture’ which is explicitly prevalent, 

and failure to meet performance targets is considered a personal failure by individuals to 

‘keep their promises’ and reflects on their calculus of trust. This performance culture 

can be vied from two folders, on the one hand, it seems a positive contributor to 

reconfiguration capability - as it enables effective executing tasks/orders - i.e. do things 

right in an effective manner. On the other hand, it is harmful on innovation and taking 

risky decisions - thus likely to weaken sensing and seizing capabilities.  

‘The lack of trust, exhibited by many Saudi top managements, in the opinions of 

others within their organisations is reflected by their almost ‘addiction’ like 

practice of engaging with external consultants.’ 

This could be explained by the Paradox of Management Control of (Joseph & Gaba, 
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2020), who questioned if in some cases, decision-making biases may exacerbate due to 

management structure where workers may feel threatened by top management or by the 

centralized provision of feedback, because an organization’s members may screen 

information in their reluctance to inform managers of bad news; hence lower-level staff 

may “sugarcoat” negative feedback and thus leave those managers with a distorted view 

of the organization’s performance (Fang, et. al. 2014). 

The study confirmed the rapid evolution of organizational culture that has occurred in 

Saudi organizations over a relatively short period of time compared to European and 

Northern American organizations, however it suggests that many of the traditional 

cultural habits and practices continue to prevail, and are reflected particularly in 

leadership style. On a cautionary note, recent, albeit anecdotal, evidence suggests that a 

generational change in leadership is removing many of the traditional cultural 

constraints. 

5. The Model and Propositions 

In light of the key findings, a model of building blocks leading to DC has been 

developed as shown in Figure 2. 

 

 

Figure 2 The Building Blocks-Paths to Dynamic Capability (DC) 

On the relationships between building blocks and strategic capability development, the 

assumptions on organizational learning, leadership and culture that work for Western 

companies become mostly roadblocks in the unique context of Saudi business. For 

example, organisational wide learning and knowledge sharing, entrepreneurial 

leadership, collective decision making, and participative culture are rarely in existence 

despite being perceived important for developing capabilities. The three building blocks 

on the left of the model are rooted from the unique Saudi context, which pave the 
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pathways for Saudi strategic capability development. Whereas, some roadblocks could 

impose negative mediation effect of the DC development path. The model suggests a 

number of propositions that could potentially extend existing knowledge. 

 

Firstly, learning for sensing capability is through individual development and education, 

external consultancy for knowledge acquisition and innovation, and embedding 

government development goals into business strategy setting. This leads to 

Proposition 1: Organisational wide learning mechanism and loops may be not 

important for sensing capability when there is a visionary leadership supported by 

effective professional development and external consultancy in an environment with 

strong government (or societal) goal influence. 

In the form of decision making for seizing opportunities/taking actions, a top-down 

command and control leadership style appears effective in this case. Entrepreneurial 

leadership and participative decision process are rare in Saudi organisations. This leads 

to  

Proposition 2: A top-down command and control leadership is effective for seizing 

and reconfiguring capability, but with high risk of not doing right things (e.g. missing 

strategic opportunities, choosing wrong options). 

The unique culture manifested by specifically the religion, performance culture (no 

mistake to make and report), female workforce, physical segregation, is a fibric 

influencing the three dynamic capabilities. As employees are less involved in sensing and 

seizing processes, the influence is indirect, whereas employees are part of the 

transformational change - reconfiguring process, culture exerts more direct impact on 

reconfiguration capabilities - in the sense of supporting changes. This supports  

Proposition 3a: Context specific culture dimensions indirectly affect sensing and 

seizing capabilities via individual learning and leadership influences, but have direct 

effect on reconfiguration capability.  

Proposition 3b: In the case of strong leadership and weak organisational learning, 

the leadership capability has wider impact on the three capabilities than the learning 

and culture building blocks. 

Secondly, the three building blocks are interrelated and multivariant effect cannot be 

ignored when examining the relationships with strategic capability development.  As 

aforementioned, the specific culture dimensions have apparent influence on the learning 

and leadership style in Saudi organisations.  The individual learning and extensively 

using external consultancy for knowledge acquisition also help strengthen the command 

control leadership style. It is difficult to assert if the performance culture is a result of the 

control leadership or vice versa. Due to the multivariant effect from the three building 

blocks, also the negative effects from the roadblocks, it may not be possible to quantify 

the impact of each variable on each of the strategic capabilities. This leads to 

Proposition 4: Organisational learning, leadership and culture are interrelated 
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building blocks positively affect dynamic capabilities, however, they can be 

roadblocks imposing negative effect. Multivariate effect among the building blocks 

can amplify or weaken the overall relationships. 

Thirdly, in the case of Saudi strategic capability development, the sensing, seizing, and 

reconfiguration process clusters in (Teece, 2007) framework are also interrelated, and in 

practice, they may not appear as distinctive separate stages.  What was witnessed from 

this Saudi case is that sensing and seizing activities are essentially performed by the 

leadership team, there are very limited employee participation in these processes. 

Reconfiguration is a process of continuous re-alignment of resources and changes that 

involve employees, their awareness and readiness is critical to the success of the 

transformational changes. This leads to 

Proposition 5: In a culture of less employee participation and engagement, sensing 

and seizing capabilities essentially reply on leadership quality and capability, 

whereas reconfiguration capability requires not only leadership capability, but 

also employee awareness and readiness for change. 

The propositions have wide implications to theories and practice. (Teece, 2007) 

profound dynamic capabilities framework model laid down the foundation of strategic 

capability development processes, but for each organization to find the appropriate paths 

to develop the sensing, seizing and reconfiguring capabilities, the specific context and 

the building blocks must be considered.  This study suggests that organisational 

learning, leadership and culture are the essential intertwined building blocks that could 

enable or constrain strategic capability development.  In the Saudi context case, 

leadership capability affects directly every stage of the strategic capability development 

processes, sensing, seizing and reconfiguration.  Saudi culture as a social fibric, facilitates 

learning and leadership development, and directly influences reconfiguration. We argue 

that there is no one size fit all mechanism for strategic capability development, specific paths 

based on the three building blocks shall be identified. As an example, we suggest the 

following to Saudi business and the like as below: 

On organisational learning, Saudi’s current strategic capability development path can be 

described as strong individual learning via professional development and using external 

consultancy for sensing opportunities, bounded by government development goals. It is 

apparently lack of employee engagement and organisational wide knowledge sharing 

and learning. The learning loop is limited to target improvement, but this does not imply 

Saudi organisations shall transform to structured organisational learning by 

implementing knowledge sharing and knowledge exploitation technologies and 

mechanisms. Given the unique culture and tradition, it is important to develop further 

the capability of the leadership team, - their sensing ability, critical thinking and response 

ability. For example, initiating triple loops learning to change managers’ mindset, to 

questiondecision assumptions, reflect and learn from failures/deficiencies of the current 

processes, systems and products. Adopting digital technologies and big data analytics to 

enhance management information provision. 

On leadership, the current path is described as top down command and control 
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managerial decision making. It is suggested that collective sense making at management 

level and leveraging the benefits of using external consultancy could reduce bias and 

decision risks. It is a practice in other sectors that routine and structured decisions/tasks, 

are performed better by advanced digital technologies like AI and ML. These non-human 

entities in organisations can avoid potential conflicts with humans and culture, 

particularly in a context with strong religion and culture influence. 

The Saudi culture on female work force changes is shaping how future learning and 

leadership will be, but the religion and performance culture cannot be changed in a short 

time, although it is evolving in the long term. Hence, any organisational mechanism 

aimed for strategic capability development must be designed to fit the dominating 

culture setting.  It is worthy to note that transforming to a desirable strategic capability 

development orientated culture is part of an ecosystem of organisational change 

(learning, leadership), but it requires cultivation and influence. 

6. Conclusion 

This paper concludes that context specific paths should be identified for developing 

organisations’ strategic capabilities. The paths are conceived from organisational 

learning, leadership and culture as building blocks that are intertwined to affect the 

sensing-seizing and reconfiguration capabilities. In the case of Saudi business operating 

in a dynamic environment, under the influence of its unique religion and culture, as well 

as strong government intervention, individual development coupled with external 

consultancy underpins the sensing capability, strong leadership with command and 

control style anchors seizing and reconfiguration capabilities development. The unique 

culture works like a social fibric affecting individual learning and leadership 

development. 

This study makes contribution by theorization of a pragmatic approach that includes 

real-world considerations of the specific context when addressing strategic capability 

development.  It also makes a practical contribution by setting some guidance for 

organisations to map out their current strategic capability development practices against a 

desired set of practices and processes. The Saudi strategic capability development paths 

appear different, yet effective responses to cope with the strategic challenges from both 

inside and outside their organisations. 

A few limitations are noted for caution. Firstly, the Saudi unique context may not 

represent other context, hence the findings and the claims from this study may not be 

repeatable in other countries/organisations. However, this does not weaken the 

generalizability of the model components and the relationships discovered.  Secondly, 

the sample size for the study is relatively small, and the nature of the qualitative data 

does not allow a quantified analysis of the strengths of the relationships and the 

multivariate effects among the building blocks as depicted in the model.  Lastly, it is 

possible that there is a reverse impact of DC on the building blocks, which is outside the 

scope of this study.  Future research could be conducted to validate/enrich the model 

elements, and the relationships with different contexts. 
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