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Abstract

In banking industry, there are many challenges from the internal and external environment that make this organisation in critical positions and need to
make proper strategic management to survive and success. strategic management is a critical function in the banking sector, as it enables banks to
navigate the dynamic and competitive environment in which they operate. By focusing on customer needs, risk management, and sustainability, banks
can develop strategies that ensure their long-term viability and success. The dynamic capabilities theory supports strategic management and performance
in banks by providing a framework for understanding how organizations can adapt and innovate in response to changing market conditions. In addition,
the Contingency Theory supports strategic management and performance in banks by emphasizing the importance of tailoring strategies and
management practices to the unique characteristics of the bank's environment. Therefore, this research is to proposed a conceptual framework for the
impact of the strategic management practices (environmental scanning, strategy formulation, strategic implementation, strategic evaluation) on the
organisational performance in the banking industry. This paper is conceptual paper to identify the most antecedents of strategic management that studied
in the previous empirical studies of Banking industry. The next step of this research is to empirically examine the conceptual framework in banking
sector in Saudi Arabia. In addition, scholars can examine the model in different countries to evaluate the proposed hypotheses and provide different
results to compare between countries.

Keywords: Strategic Management, Organisational Performance, Environmental Scanning, Strategy Formulation, Strategic Implementation, Strategic
Evaluation.

Introduction

The banking industry is a highly competitive and dynamic sector that plays a crucial role in the economy by
facilitating transactions and providing financial services to individuals and businesses (Broby, 2021). In order to remain
competitive and achieve long-term success, banks must adopt effective strategic management practices. Strategic
management is the process of setting goals, developing plans, and implementing actions that enable organizations to
achieve their goals and objectives. In the context of the banking industry, strategic management can have a significant
impact on organizational performance (Bryson & George, 2020; Irawati et al., 2019).

One of the key effects of strategic management on organizational performance in the banking industry is improved
profitability. By setting clear goals and implementing effective plans to achieve them, banks can increase revenue and
reduce costs, resulting in higher profits (Broby, 2021; Othman et al., 2020; Al-Maamari, Al-Absy, Alkadash, & Alzgool,
Abdullah, M. A, & Bojiah, J. (2020) ). Additionally, effective strategic management can lead to increased market share
and improved customer satisfaction, which can also contribute to improved profitability. For example, a bank that is able
to offer a wide range of financial products and services that meet the needs of its customers is more likely to attract and
retain those customers, resulting in increased revenue (Chungyas & Trinidad, 2022; Roghanian et al., 2012).

Another important effect of strategic management on organizational performance in the banking industry is improved
efficiency. Banks that implement effective strategic management practices are able to streamline their operations and
improve the way they use resources, resulting in greater efficiency (Mansaray, 2020).. This can be achieved through the
implementation of technology, such as automation, or by reorganizing the way the bank operates. This improved
efficiency can lead to increased productivity, reduced costs, and faster delivery of services, which ultimately contributes
to the overall performance of the bank (Gitahi & Misango, 2020).
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Effective strategic management can also lead to greater innovation in the banking industry. By setting clear goals
and encouraging creativity and experimentation, banks can develop new and improved products and services that can
meet the changing needs of their customers. This can help banks to stay ahead of their competitors and remain relevant
in the rapidly-changing banking industry ( Al Balushi, et al., 2022; Hanif et al., 2022; Roghanian et al., 2012).

In addition, Strategic Management have a positive impact on risk management. Banks are required to manage and
mitigate various types of risks, including credit risk, market risk, and operational risk. Effective strategic management
can help banks to identify and assess these risks, develop plans to manage them, and implement effective controls to
mitigate them. This can lead to a reduction in potential losses, which can improve the overall performance of the bank
(Isoh & Nchang, 2020).

Overall, strategic management is a vital aspect of the banking industry, and its effects on organizational performance
are significant. By setting clear goals, developing effective plans, and implementing actions to achieve them, banks can
improve profitability, efficiency, innovation, and risk management. These improvements can ultimately lead to greater
success and long-term sustainability for the bank. In conclusion, Strategic management is an important tool that can help
banks achieve their goals and improve their performance. By setting clear goals, developing effective plans, and
implementing actions to achieve them, banks can improve profitability, efficiency, innovation, and risk management. This
can lead to greater success and long-term sustainability for the bank, which is critical in today’s competitive and dynamic
banking industry. Therefore, this research is to proposed a conceptual framework for the impact of the strategic
management practices (environmental scanning, strategy formulation, strategic implementation, strategic evaluation) on
the organisational performance in the banking industry.

Literature Review
Organizational Performance in Banking Industry

The concept of organizational performance has been based upon the idea that an organization is a voluntary
association of productive assets, including human, physical, technological and capital resources, in order to achieve a
common purpose (Roghanian et al., 2012). Organizational performance encompasses three specific areas of firm
outcomes: Financial performance (profits, return on assets, return on investment, etc.); market performance (sales, market
share, etc.); and shareholder return (total shareholder return, economic value added, etc.) (Chungyas & Trinidad, 2022;
Roghanian et al., 2012). The successful performance of and organisation does not only depend on good economic
performance, but rather on the way the entrepreneurs and employees work together and fulfil their activities and objectives
in a joint and coordinated basis (Chungyas & Trinidad, 2022).

Organizational performance in the banking sector refers to the overall efficiency and effectiveness of a bank in
achieving its goals and objectives. This includes measures such as financial performance (such as profitability and return
on investment), customer satisfaction and loyalty, employee satisfaction and retention, and compliance with regulations
and industry standards. A bank with strong organizational performance will be able to effectively manage its resources
and operations, deliver high-quality products and services to its customers, and maintain a positive reputation within the
industry (Tuan, 2020).

Strategic Management Practices

Strategic management is a process that involves the formulation and implementation of the major goals and
initiatives taken by a company's top management on behalf of owners, based on consideration of resources and an
assessment of the internal and external environments in which the organization competes. The process can be broken
down into four main components: environmental scanning, strategy formulation, strategic implementation, and strategic
evaluation (Bryson & George, 2020; Fuertes et al., 2020).

Environmental scanning refers to the process of collecting and analyzing information about the external and internal
factors that can impact an organization. This includes both opportunities and threats in the external environment, as well
as the organization's strengths and weaknesses in the internal environment. Environmental scanning helps organizations
to identify and understand the trends and forces that may influence their operations, such as economic conditions,
technological changes, and shifts in customer preferences (Ginter et al., 2018; Hambrick, 1982).

Strategy formulation is the process of developing a plan of action to achieve the organization's goals and objectives.
This involves analysing the information gathered through environmental scanning and identifying the most appropriate
course of action based on the organization's resources and capabilities. Strategy formulation typically involves the use of
tools such as SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis and Porter's Five Forces model to assess
the organization's internal and external environment (Bose, 2020).
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Strategic implementation is the process of putting the formulated strategy into action. This involves assigning
resources and tasks, aligning the organization's structure and systems with the strategy, and establishing performance
metrics to measure progress. Effective strategic implementation requires strong leadership, clear communication, and the
ability to adapt to changing circumstances (Dzwigol et al., 2019).

Finally, strategic evaluation is the process of assessing the effectiveness of the organization's strategy and making
any necessary adjustments. This involves regularly reviewing the organization's performance against its goals and
objectives and comparing it to industry benchmarks. By conducting a strategic evaluation, organizations can identify
areas for improvement and make necessary adjustments to their strategy to ensure continued success (Dzwigol et al.,
2019; Shammi et al., 2021).

The Dynamic Capabilities Theory

Dynamic capabilities theory (DCT) is a relatively recent framework that has been developed to help explain how
organizations can adapt to changing environments and create sustained competitive advantages. DCT suggests that
organizations need to be able to continually identify and exploit new opportunities and to renew their existing capabilities
in order to achieve long-term success. In the context of banks and other financial institutions, understanding and
developing dynamic capabilities can be critical for strategic management.

One of the key ideas in DCT is that organizations need to be able to sense and seize opportunities in their external
environment. For banks, this might involve identifying new market trends, such as the growing demand for digital banking
services, or changes in regulations that might open up new opportunities for growth. By staying attuned to these kinds of
changes, banks can position themselves to take advantage of new opportunities and to stay ahead of their competitors.

Another important aspect of DCT is the need for organizations to be able to transform themselves in response to new
opportunities. This might involve developing new products or services, changing business models, or investing in new
technologies. In the banking industry, this might involve moving from a traditional brick-and-mortar model to a more
digital one, or developing new financial products that cater to the needs of specific customer segments. By being able to
transform themselves in this way, banks can adapt to changing environments and create sustained competitive advantages.

In addition to these two key aspects of DCT, organizations also need to be able to renew their existing capabilities.
This might involve updating their technology platforms, improving their operational efficiencies, or fostering a culture of
innovation. For banks, this might involve investing in new technologies to improve the customer experience, such as
using artificial intelligence to provide personalized financial advice or using blockchain technology to make transactions
more secure.

Dynamic Capabilities theory provides a holistic framework for understanding how organizations can create and
sustain competitive advantages. For banks and other financial institutions, developing dynamic capabilities can be crucial
for strategic management, as the banking industry is highly competitive and continually undergoing change due to factors
such as new technologies, changing customer needs, and regulations. By staying attuned to these changes and being able
to sense and seize opportunities, transform themselves, and renew their existing capabilities, banks can position
themselves to create sustained competitive advantages and achieve long-term success.

In conclusion, the dynamic capabilities theory supports strategic management and performance in banks by providing
a framework for understanding how organizations can adapt and innovate in response to changing market conditions. By
developing the dynamic capabilities of sensing and seizing opportunities, reconfiguring resources, and learning and
integrating new knowledge, banks can respond to new opportunities and threats in the market, and adapt their strategies
accordingly. As a result, banks can achieve competitive advantage and improve their performance.

The Contingency Theory

The Contingency Theory, also known as the "configuration theory," argues that there is no one best way to manage
an organization and that the most effective approach will depend on the specific circumstances of the organization. In the
context of strategic management and performance in banks, the Contingency Theory suggests that banks must tailor their
strategies and management practices to the unique characteristics of their environment.

One of the key concepts of the Contingency Theory is the idea that different situations require different management
approaches. In the banking industry, this means that banks must consider the specific characteristics of their environment,
such as market conditions, regulations, and competition, when developing their strategies and management practices. For
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example, a bank operating in a highly regulated environment may need to adopt different strategies and management
practices than a bank operating in a less regulated market.

Another important concept of the Contingency Theory is that different aspects of an organization's environment can
have different effects on the organization's performance. In the banking industry, this means that banks must consider the
impact of various factors, such as economic conditions, interest rates, and competition, on their performance. Banks must
also be aware of how these factors may change over time and adjust their strategies and management practices
accordingly.

The Contingency Theory also suggests that organizations must be flexible and adaptable in order to be successful. In
the banking industry, this means that banks must be able to respond quickly to changes in their environment and be willing
to adjust their strategies and management practices as needed. Banks must also be able to identify and capitalize on
opportunities that arise, while also being prepared to deal with challenges that may arise.

In conclusion, the Contingency Theory supports strategic management and performance in banks by emphasizing the
importance of tailoring strategies and management practices to the unique characteristics of the bank's environment. It
also highlights the importance of being flexible and adaptable in response to changes in the environment and the need to
consider the impact of various factors on the bank's performance. By taking these concepts into account, banks can
increase their chances of success in a highly competitive and constantly changing industry

Conceptual Framework of the Study

The proposed conceptual framework of this research composed of four independent variables belongs to strategic
management practices; environmental scanning, strategy formulation, strategic implementation, and strategic evaluation.
The four strategic management practices supposed to have influence on the organisational performance in the banking
industry. Figure 1 shows the conceptual framework and research hypothesis.
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Fig. 1. Conceptual Framework of the Study

Environmental scanning refers to the process of collecting and analysing information about internal and external
factors that may affect an organization. By monitoring and analysing these factors, organizations can anticipate
opportunities and threats, and adjust their strategies accordingly (Kabeyi, 2019). There is evidence that strategic
environmental scanning can have a significant impact on organizational performance (Palanisamy et al., 2022; Sirajuddin
et al., 2017). Therefore, the following hypothesis is assumed.

H1: Environmental scanning has a significant positive influence on the organisational performance.

Strategy formulation is the process of creating a plan of action for achieving a specific goal or set of goals. When
done effectively, strategy formulation can have a significant positive influence on organizational performance (Steiss,
2019). One of the primary benefits of strategy formulation is that it helps organizations to align their resources and efforts
with their overall mission and objectives. This can lead to increased efficiency and productivity, as well as greater success
in achieving their goals. Additionally, strategy formulation can help organizations to anticipate and respond to changes
in the external environment, such as shifts in consumer demand or changes in regulations. This can help organizations to
remain competitive and adapt to new challenges (Chungyas & Trinidad, 2022; Henry, 2021; Sirajuddin et al., 2017).
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There is evidence that strategy formulation can have a significant impact on organizational performance (Hanif et al.,
2022; Palanisamy et al., 2022). Therefore, the following hypothesis is assumed.

H2: Strategy formulation has a significant positive influence on the organisational performance.

Strategic implementation, also known as strategy execution, refers to the process of taking the plans and decisions
that have been developed as part of the strategic planning process and putting them into action (Ginter et al., 2018).
Effective strategic implementation can have a significant positive influence on organizational performance, by helping
the organization to achieve its goals and objectives and to adapt to changes in the external environment. A well-executed
strategy can help an organization to optimize its resources, improve its competitiveness, and increase its profitability
(Bose, 2020; Irawati et al., 2019). Overall, effective strategic implementation is critical for an organization's success.
There is evidence that strategic implementation can have a significant impact on organizational performance (Gunarathne
et al., 2021; Hanif et al., 2022). Therefore, the following hypothesis is assumed.

H3: Strategic implementation has a significant positive influence on the organisational performance.

Strategic evaluation is an important process for organizations to assess the effectiveness of their strategies and make
any necessary adjustments. This can include assessing the performance of different departments or business units,
evaluating the effectiveness of specific initiatives or programs, and measuring progress towards overall organizational
goals (Bryson & George, 2020; Ginter et al., 2018). When done effectively, strategic evaluation can have a positive impact
on organizational performance. Strategic evaluation can provide valuable feedback to key stakeholders, such as managers,
employees, and shareholders. This can increase transparency and accountability within the organization, and promote a
culture of continuous improvement (Bryson & George, 2020; Roghanian et al., 2012). In summary, strategic evaluation
can play a significant role in organizational performance and competitiveness. There is evidence that strategic evaluation
can have a significant impact on organizational performance (Clauss et al., 2019; Gunarathne et al., 2021). Therefore, the
following hypothesis is assumed.

H4: Strategic evaluation has a significant positive influence on the organisational performance.

Research Methodology

This paper is a conceptual analysis that based on the literature review analysis and no empirical or statical data
analysis are included. The strategy used is deep investigating in the existing knowledge to identify the concepts of strategic
management that can impact the organizational performance in the banking industry. The research final results is the
developed hypotheses, therefore, this research is inductive approach.

Conclusion and Recommendations

This paper is conceptual paper to identify the most antecedents of strategic management that studied in the previous
empirical studies of Banking industry. Four antecedents can be identified; environmental scanning, strategy formulation,
strategic implementation, strategic evaluation. Those variables integrated into one conceptual framework and have not
been empirically examined yet. The next step of this research is to empirically examine the conceptual framework in
banking sector in Saudi Arabia. In addition, scholars can examine the model in different countries to evaluate the proposed
hypotheses and provide different results to compare between countries.
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