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Abstract

The close linkage between competitive strategy and functional strategic activities is asserted to be a precondition to the

achievement of optimal business performance. This study explores how the relationship between (and among) operations,

marketing, and competitive strategies affects organizational performance in the banking industry. Our findings show that:

(a) competitive strategy moderates the relationship between operations and marketing strategic activities, and organizational

performance, (b) certain integrated strategic decisions of operations and marketing functions have a significant impact on

organizational performance, and (c) the performance of retail banks within a strategic group differs depending on the quality

of the strategic fit.
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1. Introduction

In the literature on service strategic management, the

close strategic linkage between competitive strategy and the

operations function has been asserted to be crucial to the

success of a service organization [1–5]. Furthermore, this

strategic linkage is crucial to achieve world-class compet-

itiveness [1,6,7]. Likewise, marketing strategists consider

the strategic fit between marketing and competitive strat-

egy critical to the organizational performance. Hence, it is

necessary to find whether the strategic association between

marketing and competitive strategies is significant, and to
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analyze how the strategic association impacts organizational

performance.

The efficiency of a service organization is usually depen-

dent on well-managed operations, while its effectiveness de-

pends on well-administered marketing [8]. In addition, there

are unique aspects of services such as simultaneous produc-

tion and consumption as well as customers’ active partici-

pation in the production process [9]. Such characteristics of

services require that a service organization establish close

strategic integration between its operations and marketing

strategies. Therefore, a proper alignment of operations and

marketing functions becomes crucial to the success of a ser-

vice organization.

In this paper, we study the performance implications of

the strategic fit of operations, marketing, and competitive

strategies in the retail banking industry from both the re-

ductionistic and the holistic perspectives. The performance


