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Abstract.

Strategic renewal is crucial for legacy organizations seeking to maintain
competitiveness in a constantly evolving market. With rapid technological
advancements, shifting consumer preferences, and increasing global competition, many
established firms face the risk of obsolescence if they fail to adapt. This paper explores
the concept of strategic renewal, focusing on how legacy organizations can reinvent
themselves through innovation, leadership, and organizational change. The study
highlights various models of strategic remewal, offers practical examples from
Pakistan'’s banking and manufacturing sectors, and discusses the challenges
organizations encounter when implementing renewal strategies. The paper also
provides insights into how legacy organizations can align their past strengths with new
Strategic initiatives to stay relevant and thrive in the future.
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INTRODUCTION

Strategic renewal refers to the process by which organizations reorient their business strategies,
systems, and structures to adapt to changes in the external environment. This renewal is
particularly crucial for legacy organizations, which have been successful in the past but may face
challenges in the face of disruption. Such organizations often find it difficult to adapt due to
entrenched cultures, outdated processes, or leadership inertia. However, strategic renewal
provides an opportunity for legacy organizations to leverage their existing strengths while
embracing innovation to reposition themselves in the market. This paper explores the drivers of
strategic renewal, the strategies that legacy organizations can adopt to successfully renew their
business models, and the challenges they face during this transformative process.

1. Understanding Strategic Renewal
Definition and Importance of Strategic Renewal in Legacy Organizations
Strategic renewal refers to the deliberate process by which organizations redefine their strategic

direction, capabilities, and operations to remain relevant and competitive in changing
environments. This is particularly crucial for legacy organizations—firms with established
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processes, entrenched cultures, and traditional market practices—many of which face stagnation
due to technological disruption, evolving customer demands, or market globalization.

Legacy organizations, often rich in historical success, tend to operate in mature industries with
deeply rooted structures. Without strategic renewal, these organizations risk strategic decay,
becoming obsolete in the face of agile competitors, digital startups, or shifts in economic
paradigms.

Importance:

o Ensures organizational survival in volatile markets.

e Promotes long-term sustainability and adaptability.

o Enables competitive repositioning through new value creation.

o Facilitates transition from legacy systems to agile, innovation-driven models.

The Role of Innovation and Leadership in Driving Renewal
Innovation and leadership are the twin engines of strategic renewal.

o Innovation acts as the mechanism to challenge existing paradigms, improve processes, and
explore new business models. It includes both incremental innovations (improving existing
services) and radical innovations (creating entirely new offerings or delivery systems).

e Leadership provides the strategic vision, motivation, and change direction. Leaders

initiate and sustain renewal by:

Identifying the need for transformation

Creating a compelling vision

Navigating through resistance and uncertainty

Aligning the organization’s structure and culture with the new strategy

o O O O

Example: Microsoft’s transformation under Satya Nadella is a benchmark in strategic renewal.
By shifting focus from software licensing to cloud computing and platform-based services, and
by fostering a culture of learning and collaboration, Microsoft revitalized its innovation
trajectory.

Key Elements of Strategic Renewal

Strategic renewal is a multi-dimensional process, typically involving three interlinked
components:

1. Change Management:
o Deals with breaking down internal resistance, altering corporate culture, and
redesigning workflows.
o Often includes retraining staff, updating governance structures, and adopting agile
methods.
o Example: Pakistan International Airlines (PIA) attempted change management
through fleet renewal and digital customer interface upgrades.
2. Innovation:
o Encompasses both product and process innovation.
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o In legacy firms, innovation is often constrained by bureaucracy and fear of failure.
Structured frameworks like open innovation or design thinking can be employed to
stimulate new ideas.

o Example: In the Pakistani retail sector, legacy brands like Khaadi integrated online
platforms and digital marketing innovations to remain competitive.

3. Leadership Vision:

o A shared, inspiring vision is vital to overcome internal silos and uncertainty.

o Successful strategic renewal leaders demonstrate transformational leadership traits:
visionary thinking, emotional intelligence, and commitment to organizational
learning.

o These leaders also align strategy with execution by empowering middle managers,
engaging employees, and communicating consistently.

Strategic renewal in legacy organizations is not a one-time event but a continuous evolutionary
process. Organizations must nurture adaptive cultures, invest in leadership development, and
foster a strategic innovation mindset to sustain relevance in the face of global change.

2. Models of Strategic Renewal

Strategic renewal is guided by several organizational models that explain how firms evolve, why
renewal is needed, and how it can be effectively executed. These models provide a diagnostic
lens to identify where an organization stands and what renewal strategies are most appropriate.

a. The Organizational Life Cycle Model

The Organizational Life Cycle (OLC) model explains how organizations pass through

predictable stages of growth and decline, each with distinct challenges and strategic priorities.
These stages typically include:

1. Start-up: Innovation-focused, fluid structures, high risk-taking.

2. Growth: Expansion, market penetration, developing formal processes.

3. Maturity: Stabilized operations, market dominance, bureaucracy emerges.
4. Decline: Reduced innovation, internal resistance, loss of market relevance.
Strategic Renewal Need:

Renewal becomes critical in the maturity and decline phases, where organizations must either:

o Reinvent their value proposition (e.g., introducing digital services),
o Reconfigure their operating model (e.g., adopting agile workflows), or
o Revitalize their brand relevance in changing markets.

Example: Kodak, once a dominant player in photography, failed to renew during the maturity
stage and collapsed due to its resistance to digital transformation.

In contrast, PTCL (Pakistan Telecommunication Company Limited) attempted life cycle
renewal by expanding from landline services to digital broadband and IPTV, though its success
has been partial due to cultural and technological inertia.

84

——
| —



INTERNATIONAL JOURNAL OF MODERN RESEARCH IN MANAGEMENT

b. The Ambidextrous Organization Model

The Ambidextrous Organization Model, developed by Charles O’Reilly and Michael
Tushman, addresses the need to balance two competing priorities:

o Exploitation: Refining and extending existing competencies, processes, and products for
efficiency.
o Exploration: Experimenting with new innovations, technologies, and markets.

Structural Solutions for Ambidexterity:

1. Structural Ambidexterity: Separate units for innovation and core business (e.g., Google vs.
Google X).

2. Contextual Ambidexterity: Individuals switch between exploitative and explorative tasks
based on leadership and culture.

3. Sequential Ambidexterity: Organizations alternate between focus periods (e.g., cost-cutting
phase followed by innovation sprint).

Relevance to Legacy Organizations:

Legacy firms must avoid the trap of over-exploiting existing systems. They must carve out
innovation labs, digital units, or pilot programs to test disruptive ideas.

Example: Engro Corporation in Pakistan—while continuing its fertilizer and food businesses—
has invested in renewable energy and venture capital through Engro Energy and Engro Digital.
This structural ambidexterity helps it explore high-growth sectors while leveraging core
strengths.

c. Case Studies of Strategic Renewal in Legacy Organizations

1. Habib Bank Limited (HBL), Pakistan:
o Challenge: Declining customer trust and outdated banking practices.
o Renewal Strategy: Digital transformation through HBL Konnect (branchless
banking), fintech partnerships, and talent reskilling.
o Outcome: Enhanced customer reach, reduced operational costs, and improved market
positioning.
2. General Electric (GE), USA:
o Challenge: Bureaucracy and inefficiencies despite diversified global operations.
o Renewal Strategy: Lean Six Sigma integration, divestiture of non-core assets, and
focus on industrial IoT through GE Digital.
o Outcome: Improved operational focus, though later faced leadership gaps in
sustaining the transformation.
3. Khaadi, Pakistan:
o Challenge: Transition from niche boutique to global fashion brand.
o Renewal Strategy: Introduced international e-commerce, Al-driven inventory
systems, and design innovation labs.
o Outcome: Strong global footprint and youth engagement through culturally resonant
innovation.
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Strategic Insights
MODEL FOCUS USE IN RENEWAL
STRATEGY
ORGANIZATIONAL LIFE : Evolutionary stages of firms Identifies when and where
CYCLE renewal is needed
AMBIDEXTROUS Balancing current Helps design dual structures or
ORGANIZATION operations with innovation mindsets for change
REAL-WORLD CASE Local and global legacy Demonstrates contextual
EXAMPLES organizations strategies and outcomes

Strategic renewal is not uniform across firms—it must be contextualized using models like the
OLC and Ambidexterity to balance efficiency and innovation. Legacy firms that internalize
these frameworks are better positioned to anticipate market changes and execute
transformation with agility and resilience.

3. Drivers of Strategic Renewal in Legacy Organizations

Strategic renewal is rarely spontaneous—it is triggered by internal and external pressures that
compel legacy organizations to reassess their direction, structure, and market approach.
Understanding these drivers helps firms anticipate change and proactively develop renewal
strategies.

a. Internal Drivers: Organizational Culture, Leadership, and Legacy Systems

1. Organizational Culture

Culture significantly influences a firm’s openness to change and innovation. Legacy
organizations often suffer from:

¢ Risk aversion
¢ Siloed communication

e Resistance to experimentation

Renewal requires cultural transformation, which involves promoting agility, learning
orientation, and collaboration.

Example: In Pakistan, traditional banks like National Bank of Pakistan (NBP) faced internal
inertia but have recently launched innovation centers and employee reskilling programs to
cultivate a change-oriented culture.

2. Leadership

Visionary leadership is a central driver of renewal. Strong leaders:

o Champion strategic change
o Navigate political resistance
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e Communicate clear purpose and urgency

Example: At HBL, leadership under Sultan Ali Allana drove a comprehensive digital overhaul
and workforce transformation to reposition the bank as a fintech leader.

3. Legacy Systems and Structures

Outdated IT systems, bureaucratic procedures, and rigid hierarchies often stifle innovation.
These must be replaced or re-engineered to enable scalability, data integration, and automation.

Example: MCB Bank transitioned from legacy core banking software to modern cloud-based
platforms, enabling mobile services and big data analytics.b. External Drivers: Technological
Advancements, Market Disruption, and Consumer Demand Shifts

1. Technological Advancements

Emerging technologies such as artificial intelligence, blockchain, and cloud computing are
forcing legacy organizations to rethink business models.

o Digital banking platforms
e Automated customer service

¢ Fintech collaborations

Example: UBL launched “UBL Digital” with online account opening and virtual banking
services, reflecting its strategic response to tech disruption.

2. Market Disruption

New market entrants—often tech-native or digitally agile—disrupt traditional models with lower
costs and better user experiences.

Example: Fintech startups like Easypaisa and SadaPay disrupted the banking space by offering
mobile-first financial solutions, prompting traditional banks to fast-track innovation.

3. Consumer Demand Shifts

Customers increasingly expect personalized, on-demand, and mobile-accessible services. This
pressure requires organizations to be more:

o Customer-centric
o Digitally connected
o Transparent

Example: Meezan Bank expanded its Shariah-compliant digital offerings to attract millennial
consumers looking for ethical, tech-enabled financial services.
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¢. Strategic Renewal in the Face of External Threats: Examples from Pakistan’s Banking
Sector

The Pakistani banking sector presents a compelling context where external disruptions and
internal constraints have jointly driven strategic renewal:

BANK TRIGGER FOR RENEWAL STRATEGIC RESPONSE
HBL Competition from fintech and Mobile banking, digital wallet (Konnect),
customer dissatisfaction partnerships with tech firms

MCB BANK @ Legacy system inefficiencies Core system upgrade, digital product lines,
workforce digital training

UBL Shift in consumer behavior, App-based banking, chatbot integration, 24/7
youth-centric market digital support
BANK Global investment pressure, Rebranding, adoption of RPA (Robotic
ALFALAH tech lag Process Automation), SME lending via

mobile apps

These examples illustrate how banks aligned renewal initiatives with both threats and
opportunities—transforming legacy institutions into future-ready organizations.

Strategic Takeaway
DRIVER EXAMPLES IMPLICATION
TYPE
INTERNAL Culture, leadership, outdated Requires introspective transformation
systems
EXTERNAL Fintech, customer expectations, Requires adaptive, competitive, and
digital tools agile response

Strategic renewal is not just reactive—it must be driven by a clear understanding of internal
capabilities and external market forces. For legacy organizations, especially in Pakistan’s
conservative sectors like banking, renewal involves breaking away from tradition and building
digitally integrated, customer-focused, and innovation-driven models.

3. Drivers of Strategic Renewal in Legacy Organizations

Strategic renewal is rarely spontaneous—it is triggered by internal and external pressures that
compel legacy organizations to reassess their direction, structure, and market approach.
Understanding these drivers helps firms anticipate change and proactively develop renewal
strategies.

a. Internal Drivers: Organizational Culture, Leadership, and Legacy Systems
1. Organizational Culture

Culture significantly influences a firm’s openness to change and innovation. Legacy
organizations often suffer from:
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¢ Risk aversion
e Siloed communication
¢ Resistance to experimentation

Renewal requires cultural transformation, which involves promoting agility, learning
orientation, and collaboration.

Example: In Pakistan, traditional banks like National Bank of Pakistan (NBP) faced internal
inertia but have recently launched innovation centers and employee reskilling programs to
cultivate a change-oriented culture.

2. Leadership

Visionary leadership is a central driver of renewal. Strong leaders:

e Champion strategic change

o Navigate political resistance

o Communicate clear purpose and urgency

Example: At HBL, leadership under Sultan Ali Allana drove a comprehensive digital overhaul
and workforce transformation to reposition the bank as a fintech leader.

3. Legacy Systems and Structures

Outdated IT systems, bureaucratic procedures, and rigid hierarchies often stifle innovation.
These must be replaced or re-engineered to enable scalability, data integration, and automation.

Example: MCB Bank transitioned from legacy core banking software to modern cloud-based
platforms, enabling mobile services and big data analytics.

b. External Drivers: Technological Advancements, Market Disruption, and Consumer
Demand Shifts

1. Technological Advancements

Emerging technologies such as artificial intelligence, blockchain, and cloud computing are
forcing legacy organizations to rethink business models.

o Digital banking platforms
e Automated customer service
« Fintech collaborations

Example: UBL launched “UBL Digital” with online account opening and virtual banking
services, reflecting its strategic response to tech disruption.
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2. Market Disruption

New market entrants—often tech-native or digitally agile—disrupt traditional models with lower
costs and better user experiences.

Example: Fintech startups like Easypaisa and SadaPay disrupted the banking space by offering
mobile-first financial solutions, prompting traditional banks to fast-track innovation.

3. Consumer Demand Shifts

Customers increasingly expect personalized, on-demand, and mobile-accessible services. This
pressure requires organizations to be more:

o Customer-centric
e Digitally connected
o Transparent

Example: Meezan Bank expanded its Shariah-compliant digital offerings to attract millennial
consumers looking for ethical, tech-enabled financial services.

c. Strategic Renewal in the Face of External Threats: Examples from Pakistan’s Banking
Sector

The Pakistani banking sector presents a compelling context where external disruptions and
internal constraints have jointly driven strategic renewal:

BANK TRIGGER FOR RENEWAL STRATEGIC RESPONSE
HBL Competition from fintech and Mobile banking, digital wallet (Konnect),
customer dissatisfaction partnerships with tech firms

MCB BANK = Legacy system inefficiencies Core system upgrade, digital product lines,
workforce digital training

UBL Shift in consumer behavior, App-based banking, chatbot integration, 24/7
youth-centric market digital support
BANK Global investment pressure, Rebranding, adoption of RPA (Robotic
ALFALAH tech lag Process Automation), SME lending via

mobile apps

These examples illustrate how banks aligned renewal initiatives with both threats and
opportunities—transforming legacy institutions into future-ready organizations.

Strategic Takeaway
DRIVER EXAMPLES IMPLICATION
TYPE
INTERNAL Culture, leadership, outdated Requires introspective transformation
systems
EXTERNAL Fintech, customer expectations, Requires adaptive, competitive, and
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digital tools agile response

Strategic renewal is not just reactive—it must be driven by a clear understanding of internal
capabilities and external market forces. For legacy organizations, especially in Pakistan’s
conservative sectors like banking, renewal involves breaking away from tradition and building
digitally integrated, customer-focused, and innovation-driven models.

Dr. Irk’s scholarship also engages with international debates on governance models in fragile or
resource-constrained environments. By presenting case studies from Pakistan, he contributes
practical insights into how institutional entrepreneurship can function in settings characterized by
inflationary pressures, administrative limitations, and fiscal constraints.

Strategic Renewal Stages in Legacy Organizations (Pakistan)
35
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Graph 1: Strategic Renewal Stages (Bar Chart)
Purpose: To illustrate the key stages of strategic renewal in legacy organizations.
o X-axis: Stages of Strategic Renewal (Assessment, Innovation, Implementation, Evaluation)
e Y-axis: Percentage of organizations at each stage in the renewal process.

o Key Insight: Visualizing the progress of organizations in Pakistan across the stages of
strategic renewal.

Barriers to Strategic Renewal in Legacy Organizations

Technological Challenges

Lack of Resources

Cultural Inertia

Resistance to Leadership Change
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Graph 2: Barriers to Strategic Renewal (Pie Chart)

Purpose: To visualize the major barriers that legacy organizations face when implementing
strategic renewal.

e Segments: Cultural Inertia, Resistance to Leadership Change, Lack of Resources,
Technological Challenges

o Key Insight: Illustrating the most common obstacles to successful strategic renewal in legacy
organizations.

Summary:

Strategic renewal is a vital process for legacy organizations to stay relevant in the face of rapid
market changes. This paper has examined how such organizations can reinvigorate their business
models through innovation, change management, and strong leadership. By applying various
models of strategic renewal, legacy organizations can identify and address internal and external
factors that hinder their adaptability. The study also highlights the key challenges faced during
the renewal process, including resistance to change and balancing short-term results with long-
term goals. Successful strategic renewal requires organizations to leverage their existing
strengths while embracing new opportunities for innovation. Through case studies from
Pakistan’s banking, manufacturing, and telecommunications sectors, this paper provides a
practical understanding of how legacy organizations can achieve long-term success through
strategic renewal.
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