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ABSTRACT 

The quest for information technology (IT) and business strategic alignment 

has become more complex due to the fact that organisations are finding it hard to 

align their IT with business strategies in today‟s ever changing business 

environment. Upon reviewing previous literatures, it is found that IT flexibility and 

IT capability are two most important factors to sustain strategic alignment. Studies 

investigating the effect of IT flexibility dimensions (i.e., connectivity, compatibility, 

and modularity) and IT capability dimensions (i.e., IT infrastructure, IT architecture, 

IT relationship resource, and IT human resource) on strategic alignment are very 

limited and there is an opportunity to study these relationships. Furthermore, the 

effect of IT flexibility dimensions on IT capability is another key issue of the 

research and has not been studied in previous studies. 125 IT managers of top 

medium-to-large Iranian firms were the target subjects in this study and statistical 

software of SPSS and PLS were used to analyze the data. The results revealed that 

one dimension of IT flexibility (i.e.,  connectivity) and three dimensions of IT 

capability (i.e., IT human resource, IT relationship resource and IT infrastructure) 

significantly affect strategic alignment. Furthermore, the relationships of two 

dimensions of IT flexibility (i.e., compatibility and modularity) were significant with 

IT capability. The findings also indicated that the dimensions of IT flexibility and IT 

capability explain 67% of the variance in strategic alignment and IT flexibility 

explains 39% of the variance of IT capability. Unexpectedly, the effects of 

compatibility, modularity and IT architecture on strategic alignment and the 

relationship between connectivity and IT capability have not been supported in the 

present study.  
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ABSTRAK 

Usaha penjajaran teknologi maklumat (IT) dengan strategi perniagaan telah 

menjadi semakin kompleks kerana organisasi mendapati sukar untuk mensejajarkan 

IT dengan strategi perniagaan dalam persekitaran perniagaan yang sentiasa berubah 

pada hari ini. Setelah meneliti literatur terdahulu kefleksibelan IT dan keupayaan IT 

didapati sebagai dua faktor yang paling penting untuk mengekalkan penjajaran 

strategik. Kajian yang mengkaji kesan dimensi kefleksibelan IT (iaitu keberkaitan, 

keserasian dan kemodulan) dan dimensi keupayaan IT (iaitu infrastruktur IT, seni 

bina IT, sumber hubungan IT dan sumber manusia IT) dalam penjajaran strategik 

adalah sangat terhad dan terdapat peluang untuk mengkaji hubungan ini. Tambahan 

lagi, kesan dimensi kefleksibelan IT kepada keupayaan IT adalah satu lagi isu utama 

penyelidikan yang tidak dikaji dalam kajian-kajian lepas. Seramai 125 pengurus IT 

firma sederhana dan besar di Iran merupakan sasaran subjek dalam kajian ini dan 

perisian statistik SPSS dan PLS telah diguna untuk menganalisis data. Hasil kajian 

mendedahkan bahawa satu dimensi kefleksibelan IT (iaitu keberkaitan) dan tiga 

dimensi keupayaan IT (iaitu sumber manusia IT, sumber hubungan IT dan 

infrastruktur IT) secara signifikan mempengaruhi penjajaran strategik. Sementara itu, 

hubungan dua dimensi kefleksibelan IT (iaitu keserasian dan kemodulan) adalah 

signifikan dengan keupayaan IT. Hasil kajian juga menunjukkan bahawa dimensi 

kefleksibelan IT dan keupayaan IT menerangkan 67% daripada varians dalam 

penjajaran strategik sementara kefleksibelan IT menerangkan 39% daripada varians 

keupayaan IT. Tidak seperti dijangka kesan keserasian, kemodulan dan seni bina IT 

ke atas penjajaran strategik dan hubungan antara keberkaitan dengan keupayaan IT 

tidak disokong dalam kajian ini.  
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CHAPTER 1 

INTRODUCTION 

1.1 Research Background 

Managers are utilising more capital and time on applying and building 

information system (IS) in order to manage their organizations strategically and 

competitively (Wang and Zionts, 1997). One example of this situation is 

organisations such as Citibank and Federal Express which have spent more than $1 

billion on information technology (IT) (Lucas, 1999). Lucas later notes that 

organisations like Citibank and Federal Express have strongly defended their high 

expenditure for IT because they believe that if they wish to meet the demands of the 

tough competition and the increasing challenges of an international economy, they 

must invest in IT. These kinds of organisations have made IT a strong ally and have 

made use of IT as an efficient weapon for the competitive battles which takes place 

in today‟s market. According to Stowell (1995), business leaders see the usage of 

information technology in their organisations as a crucial aspect that helps their 

business to attain and maintain a good competitive advantage. The quick access of 

information is possible with information systems in helping the top managers of the 

firms to achieve higher effectiveness, which also allows for improved and efficient 

decision making (Stowell, 1995). Organisational leaders are now able to appreciate 

the benefits which are brought to their business by IT, which also leads to the start of 

a lucrative alignment endeavor between the business and IT (Hu and Huang, 2006). 

As a result of such use of IT by organisations, the issue of aligning IT strategies in an 

efficient manner with business strategies has arisen.  
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Organisations are able to make the most of the positive effects of their 

spending on IT in order to attain a good sync between the business and IT by 

aligning their business strategies with information technology (IT) (Byrd, Lewis, and 

Bradley, 2006; Henderson and Venkatraman, 1993; Nelson and Cooprider, 1996; 

Papp, 1999; Tan and Gallupe, 2006).  Over the last couple of decades, attaining 

alignment has become one of the major concerns with regards to IS management for 

both the managers of business and IT (Brancheau and Wetherbe, 1987; Luftman, 

Kempaiah, and Nash, 2006; McGee, 2006; Niederman, Brancheau, and Wetherbe, 

1991; Rosa, 1998). In today‟s world, this tendency continues (Alter, 2005). In a 

survey conducted by the Society for Information Management, it is found that the 

alignment of business and IT is still one of the top three worries for CIOs (McGee, 

2006). In today‟s fast paced global economy, many enterprises realise that there is a 

gap  between their IT strategy and corporate strategy (Sabherwal and Chan, 2001; 

Hirschheim and Sabherwal, 2001; Kaplan and Norton, 2004).  

Reviewing previous studies indicates that many studies have found the 

impact of IT-business strategic alignment on businesses. In many of these studies, 

the focal point is on the manner in which organisations have benefited from the 

alignment. The studies have found an encouraging relationship between the 

performance and alignment (see e.g. Chan et al., 1997; Cragg, King, and Hussin, 

2002; Palmer and Markus, 2000; Sabherwal and Chan, 2001). These studies have 

also found that alignment plays a role as a mediator between the investments in IT 

and the performance of the business. What the studies have found is that, 

organisations are able to influence the impact of the investments made in their IT on 

their overall performance through strategic alignment because the alignment actually 

facilitates the logic in IT investments and the advancement of strategic systems for 

the long run whilst avoiding careless expenditures (Byrd, Lewis, and Bradley, 2006). 

In a similar fashion, when managers of IT have excellent knowledge and awareness 

of business aims and when businesses have strategic alignment, there is a higher 

chance that the investments made in IT will aim for the business‟s main concerns 

(Rockart, Earl, and Ross,1996). There is also speedier attainment of the gains in IT 

with the alignment in organisations as reported by Massey, Montoya-Weiss, and Brown 

(2001). Besides these, Powell (1992) has stated that attaining alignment is regarded 
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as a skill in the organisations, meaning that it has become a vital cause for a 

continued competitive excellence.  

Despite the fact that there are many benefits associated with strategic 

alignment as stated above, organisations are confronted with critical challenges in 

maintaining strategic alignment.  Organisations today have to work harder to sustain 

their territories when confronted with prolonged competition in today‟s age, where 

everything is more global, regulated, with consumers who are increasingly indecisive 

and rapidly changing innovations. In light of these factors, a very new and unstable 

environment has been ushered in. In order to react to these situations, organisations 

must make some major modifications with regards to their business and IT strategies.  

By examining from the perspective of strategic alignment which involves 

business strategies being aided by IT, there has been a major issue with regards to 

whether or not organisations are able to use their IT to meet the transformations in 

their business strategies (Tallon, 2009) and eventually act in response to the changes 

in the environment. Luftman, Papp and Brier (1999) also highlight that “changes” is 

the main problem which organisations have to handle. Incidents such as the battle in 

prices, decrease in demand, and the introduction of a new product by a rival usually 

trigger changes in business strategies (Mendelson and Pillai, 1998). IT will not be 

able to offer a long lasting competitive excellence if it does not rapidly respond to 

changes, which is actually the typical trait of legacy systems which eventually results 

in a deadlock or inflexibility of the organisation (Tallon, 2009; Bharadwaj, 2000). 

Companies cannot depend on the legacy systems, mainly regarding insufficient 

integration and are not capable to respond to the quick changes in the business world. 

Thus, companies are taking more interest for getting a more flexible IT or 

information systems which enable them to quickly align to the changes in the 

business strategies (Bharadwaj, 2000). Thus, there is a need to determine which 

aspects of information technology that influence aligning IT with business strategies 

or IT-business strategic alignment. This study attempts to answer these and related 

questions. 
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1.2 Problem Background 

This study seeks to address the research problem of the lack of alignment 

between the Information Systems (IS) or Information Technology (IT) with business 

strategies. For a quarter of a century, the lack of alignment between IT and 

organisational strategies or strategic alignment has been frequently cited as an 

important problem in the results of surveys of business executives and IT managers 

(Brancheau, Janz, and Wetherbe, 1996; Boar, 2001; Galliers and Sutherland,1991; 

Turban et al., 2009). Moreover, the gap between IT and business strategies in Iranian 

firms has been frequently reported in previous studies (e.g., Manyan, Sarami, and 

Arabsorkhi, 2008;  Faryabi et al., 2012). More recently, Sadeghian and Pilevari 

(2014) conducted a research to measure the level of strategic alignment in Gharzol-

Hasaneh Mehr Bank of Iran. They provided a model for assessing strategic alignment 

based on fuzzy logic and the results indicated that the participating bank has a low 

level of strategic alignment between IT and business strategies. IT-business strategic 

alignment issue is still considered as an important challenge in Iranian firms (Faryabi 

et al., 2012) and  there is a need to build a capacity to align IT with business needs in 

Iranian firms (Abbasi, Niaraki, and Dehkordi, 2008). 

Rosa (1998) conducted a study and discovered that only a small percentage, 

namely 8% of managers in IT and business, think they are capable of aligning their 

business objectives together with Information Systems (IS) efficiently. Luftman, 

Papp, and Brier (1999) likewise point out that only 50% of the 1000 managers who 

take part in their study state that they have attained alignment in their organisations.  

In surveying over 300 CIOs and CEOs, Beal (2003) notes that strategic 

alignment is currently the top priority for most CEOs and CIOs. Despite the fact that 

the significance of IT strategic alignment has been examined in the relevant research, 

scholars are persistent in their efforts to highlight the shortcomings of implementing 

IT strategic alignment within companies (Luftman and Kempaiah, 2007). A study 

conducted fairly recently, and focusing on IT executives, verifies the notion that an 

alignment gap is present between IT and business. Having said this, the executives in 

question are not in agreement when it comes to the matter of how substantial this gap 
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is (Grocery Manufacturers Association, 2008). Additionally, Beal (2003) and 

Ferranti (2001) conclude that strategic alignment is difficult to comprehend and 

quantify, and that a lack of it defies easy solutions. In addition, it has been debated 

by Grant (2003) that it is extremely tough to achieve strategic IS alignment even 

though it is crucial. Due to globalisation and the need for information systems which 

can cater for wider global businesses, there is tremendous demand to align IT 

strategies with business strategies (Grant, 2003). The constantly changing business 

requirements and the rapidly advancing technological environment have become the 

force of the on-going challenge in attaining alignment. Moreover, for researchers of 

IS, the energy and drive between IT and business has been a continuing subject 

(Chan et al., 1997; Henderson and Venkatraman, 1993; Reich and Benbasat, 1996; 

Sabherwal and Chan, 2001). As a matter of fact, despite the fact that the issue of 

business and IT alignment has been a subject studied by researchers earlier on in the 

IS literature (King, 1978; McLean and Soden, 1977), it has received even more 

attention over the past few years because businesses are now becoming more 

dependent on information technology (IT) (Chan, Sabherwal, and Thatcher, 2006; 

Hu and Huang, 2006; Luftman, Kempaiah, and Nash,2006) in order to achieve 

competiveness and continued existence in the globalised business environment. 

Generally speaking, IT managers feel that strategic alignment is one of many crucial 

hurdles which an organisation must face (Ives and Mandviwalla, 2004; Luftman, 

2000; Tallon and Kraemer, 2003a). 

More recently, the strategic alignment issue is also considered by IT and 

business executives as an important challenge for organisations. According to Smits 

et al. (2009), organisations are faced with a long-running challenge, which is 

aligning IT services with business needs. The Society for Information Management 

in their annual survey of top management reported that IT-business alignment has 

been ranked either first or second with regards to key concerns,  since 2003 (Silvius, 

De Waal, and Smit, 2009). Indeed, IT-business strategic alignment has received much 

attention because it is an issue of crucial importance, and one which IT and business 

managers must face head on (Huang and Hu, 2007; Luftman, 2005). Chan and Reich 

(2007) assert that achieving an impeccable level of IT-business alignment maturity is 

certainly an obstacle, due to the fact that a business‟s needs and environment are 

constantly changing. Hence, the importance of IT-business strategic alignment is 
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well  recognised and is still viewed as a crucial area of concern by top IT and 

business executives (Silvius, De Waal, and Smit, 2009). 

Additionally, it has been stressed by Hirschheim, Shwarz, and Todd (2006) 

that a crucial component in recognising business worth of investment in IT, is 

achieving strategic alignment between the business and information technology. It 

has also been pointed out by Singh, Lai, and Cheng (2007) that when there is not 

enough alignment between the strategies of business and IT, the performance of the 

organisation suffers. The impact of such poor alignment shows itself in a form of 

insufficient managerial, operational and useful support from IT for the business 

client (Smaczny, 2001). Over the years, multiple studies (Hirschheim and Sabherwal, 

2001; Kaplan and Norton, 2007; Sabherwal and Chan, 2001; Teo and King, 1997) 

have indicated that poor or non-existent business-IT alignment has contributed to 

decreased organisational performance. Misalignment can bring about reduced profit 

margins, problems in putting thought into action, and a weak performance of the 

organisation on the whole (Chan, 2002; Croteau and Bergeron, 2001). Furthermore, 

because business objectives are constantly changing with the pressures coming from 

outside and inside the organisation, attaining a perfect match between business and 

information technology (IT) at one particular time will not assure an alignment for 

the future. As a result of this, weak alignment and poorly matched business and IT 

strategy will be on the rise (Pearlman and Baker, 2005; Sabherwal, Hirschheim, and 

Goles, 2001). With this in mind, it can be said that attaining and maintaining an 

effective strategic alignment is an on-going struggle for top managers (Chan, 2002; 

Luftman, 2003b). Now, the issue that comes to mind is the kind of factors which can 

influence an acceptable level of strategic alignment.  

1.3 Research Gap  

IT-business strategic alignment research is a considerable research domain 

for both IT and business people. The majority of strategic alignment research studies 

investigate strategic alignment impact on organisational performance or competitive 

advantage (see Viscusi, Thevenet, and Salinesi, 2008; Tallon and kraemer, 2003a; 
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Henderson and Venkatraman, 1999; Truch and bridgeer, 2002; Bergeron, Raymond, 

and Rivard, 2004; Croteau and Raymon, 2004; Henderson and Venkatraman, 1993; 

Venkatraman, 1991; Decoene and Bruggeman, 2006; Joshi, Kathuria, and Porth, 

2003; Kearns and Lederer, 2000; Chan et al., 1997; Cragg, King and Hussin, 2002; 

Sabherwal and Chan, 2001; Gutierrez, Orozco, and Serrano, 2009; Grant, 2003; 

Kearnes and Lederer, 2003; Truch and Bridger, 2002; Croteau and Raymond, 2004; 

Avison et al., 2004).  

In a scenario where the research material is broadly in consensus with the 

positive effect of IT-business strategic alignment with regard to organisation 

performance, the next key issue is the manner in which to attain and maintain this 

kind of an alignment. Obviously, a school of thought has come to emerge which 

probes the aspects impacting strategic alignment to completely comprehend and give 

guidelines regarding the manner in which to attain strategic alignment.  

 A review of the literature reveals that factors such as the relationship 

between IT and business executives, shared domain knowledge, connections between 

business and IT planning, environmental uncertainty, communication among IT and 

business executives, IT value management, corporate governance, skill management, 

relationship management, human resources, and IT flexibility, have a positive impact 

on strategic alignment (see Lederer and Mendelow, 1989; Weill and Broadbent 

,1993; Brown and Magill, 1994; Ward and Peppard, 1996; Teo and King, 1997a; Teo 

and King, 1997; Luftman, Papp, and Brier, 1999; Reich and Benbasat, 2000; Truch 

and Bridger, 2002; Chan, Sabherwal, and Thatcher, 2006; Tallon, 2009). In general, 

there are important factors to maintain strategic alignment in today‟s business 

environment, while have been limitedly studied in previous studies (Tallon, 2009; 

Ness, 2005; Burke 2011), so there are opportunities for studying important factors 

affecting strategic alignment as explained in detail below. 

Investigating the relationship of IT flexibility with strategic alignment is one 

of the most important opportunities in this study. IT flexibility has been introduced in 

a few studies as a new weapon to maintain strategic alignment in today‟s business 

environment (Tallon, 2009; Ness, 2005). In general, firms have now become more 
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interested in the subject of having information systems which are able to quickly act 

in line with the changes in the business strategies. Since changes of strategies are one 

of the primary challenges confronting strategic alignment as regarded by executives. 

(Luftman, Papp, and Brier, 1999; Tallon, 2009). Events such as price wars, reduced 

demand, and the launch of a new product by a competitor, all stimulate changes in 

business strategy (Mendelson and Pillai, 1998). If firms use legacy information 

systems, IT in turn reacts to changes slowly and cannot be a cause of sustainable gain 

(Tallon, 2009). Bharadwaj (2000) argues that the slow-to-change features of legacy 

systems can lead to inflexibility traps or organisational obstinacy. Thus, there has 

been a rise in interest around flexible IT (Tallon, 2008) which has the ability to 

rapidly react to business changes as mentioned in the existing literature.  

Despite the importance of IT flexibility in today‟s business environment to 

align IT with business strategies, studies regarding relationship between IT flexibility 

and strategic alignment are quite limited (Ness, 2005; Burke 2011). To the 

researcher's knowledge, previous studies had investigated IT flexibility as one 

construct with regard to strategic alignment. More specifically, Chung, Rainer, and 

Lewis's (2003) study is the only research that had studied dimensions of IT flexibility 

(connectivity, compatibility, and modularity) separately with strategic alignment. 

The research had been conducted on US and Canadian firms and the study‟s findings 

supported the significant relationships of the IT flexibility dimensions with strategic 

alignment, with exception of compatibility. Besides, investigating the relationship of 

IT flexibility with strategic alignment have been conducted in US and European 

countries and few of them have been in developing countries. Overall, there were 

calls to study IT flexibility, especially its dimensions with regard to strategic 

alignment in other contexts (Zhang and Tansuhaj, 2007; Zhang, 2005, Tallon, 2009), 

so there is an opportunity for the researcher to fill this gap by studying the 

dimensions of IT flexibility (i.e., connectivity, compatibility, and modularity) both 

individually and together as one construct on strategic alignment in other contexts in 

general and in Middle East context in particular (i.e., Iran) 

Based on the literature review, there is another opportunity to study other 

important factors to support strategic alignment in today‟s business environment due 
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to existing gaps in previous studies. These factors include IT human resource, IT 

skill and business, IT relationship resource, communication between IT and business, 

shared knowledge between IT and business, and the relationship between IT and 

business executive, IT infrastructure and IT architecture (see Coughlan, Lycett, and 

Macredie, 2005; Luftman and Brier, 1999; Luftman et al., 2004;Henderson and 

Venkatraman, 1993; Buchanan and Soley, 2002). Reviewing the literature 

demonstrates that these factors are dimensions and aspects of IT capability. As stated 

by Qingfeng and Daqing (2008), IT capability is a multi-dimensions concept which 

consists of IT architecture, IT infrastructure, IT human resources (i.e., IT skill and 

business), and IT relationship resources (i.e., shared knowledge, communication and 

relationship among business and IT). To the best of the researcher‟s knowledge, 

there are some limitations on the previous studies regarding the link between IT 

capability dimensions and strategic alignment.  

First, no empirical study has investigated the relationships between IT 

infrastructure and IT architecture (as dimensions of IT capability) with strategic 

alignment. Second, the link between IT relationship resources (as a dimension of IT 

capability) and strategic alignment has been investigated just from internal 

perspective (i.e., the link between business and IT departments), but not from 

external perspective (i.e., the link of the organisation with customers, suppliers, and 

other organizations). Third, most of the studies regarding IT capability dimensions 

and their link to strategic alignment have been conducted in US and European 

countries and few of them have been in developing countries in general and in 

Middle East context in particular (i.e., Iran). To state more clearly, contextual 

differences may affect the perception of IT capability in different contexts (Zhang 

and Tansuhaj, 2007; Zhang, 2005). In addition, as far as the researcher‟s knowledge, 

no studies have considered all these IT capabilities as one construct with relation to 

strategic alignment. Integrating all these dimensions may provide more 

comprehensive view of the link between “overall IT capability” and strategic 

alignment. With this in mind, the present research is important with regards to filling 

the gaps and going beyond previous researches by studying IT capability dimensions 

(i.e., IT infrastructure, IT architecture, IT relationship resource, and IT human 

resource) both separately and together as one variable with regard to IT-business 

strategic alignment.  
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As stated above, IT capability is proposed as an important factor to maintain 

strategic alignment in today‟s business environment. So, it is important to identify 

factors that might influence IT capability. Unfortunately, studies of factors affecting 

IT capability are limited and there is a need to fill this gap in this study. Based on the 

literature review and to the researcher‟s knowledge, the IT flexibility dimensions are 

important factors that might support IT capability, but have not been empirically 

studied in previous studies. Some researchers believe that the dimensions of IT 

flexibility (connectivity, compatibility, and modularity) influence IT capability. For 

example, Zhang, Li, and Ziegelmayer (2009) remark that connectivity and 

compatibility allow for the sharing of information within and even between 

organisations. They argue that sharability enables and improves IT capabilities. In 

addition, when IT demands or requirements change, modularity means that it is 

possible for technology to be rearranged and for business processes to be augmented. 

Since business processes are crucial in determining how resources are utilised and 

how business activities are coordinated, modularity improves IT reaction time and 

capability through flexible process designs (Zhang, Li, and Ziegelmayer, 2009). 

Thus, there is an opportunity for investigating the relationships between the 

dimensions of IT flexibility and IT capability to understand the role of each IT 

flexibility dimensions in improving IT capabilities.  

Finally, another important aspect of this study is the fact that it examines IT 

flexibility, IT capability, and strategic alignment simultaneously. As stated earlier, IT 

flexibility has not been empirically studied with regard to IT capability. Beside, IT 

capability (as one construct) has not been investigated in conjunction with strategic 

alignment in previous studies. Obviously, IT flexibility, IT capability, and IT-

business strategic alignment have not also been studied simultaneously. In general, 

the study provides a more comprehensive view of interrelationship of all these 

factors.  

1.4 Research Objectives  
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Considering the issues discussed in the problem background and the research 

gap, the main research objective is to determine the organizational factors that affect 

IT-business strategic alignment. More specifically:   

1. To investigate the relationship between IT flexibility dimensions and IT-

business strategic alignment.  

2. To investigate the relationship between IT capability dimensions and IT-

business strategic alignment.  

3. To investigate the relationship between IT flexibility dimensions and IT 

capability.  

1.5 Purpose of the Study 

The purpose of this study is to provide a better understanding of IT-business 

strategic alignment and aspects of information technology to maintain a strategic 

alignment between IT and business strategies in today‟s business setting. 

Specifically, the present quantitative study examines and determines the degree to 

which IT strategic alignment is affected by IT flexibility dimensions (i.e., 

connectivity, modularity, and compatibility) and IT capability dimensions (i.e., IT 

architecture, IT infrastructure, IT human resources, and IT relationship resources). 

Moreover, this study intends to study the link between IT flexibility dimensions and 

IT capability with the intention of understanding the role of IT flexibility dimensions 

to improve IT capability.  

1.6 Research Questions 

The research is designed to study the degree to which IT flexibility 

components (i.e., connectivity, compatibility, and modularity) and IT capability 

components are related to IT-business strategic alignment (see Figure 1.1). In 

addition, the research intends to study which IT flexibility components and IT 
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capability components are more related to strategic alignment. The study also 

considers which IT flexibility components, that is, connectivity, compatibility, and 

modularity, are more associated with IT capability. To achieve these goals, the 

following research questions have been posed.  

RQ1: To what extent, if any, does IT flexibility relate to the degree of IT-business 

strategic alignment? 

RQ1a: To what extent, if any, does connectivity of IT flexibility relate to the 

degree of IT-business strategic alignment? 

RQ1b: To what extent, if any, does compatibility of IT flexibility relate to 

the degree of IT-business strategic alignment? 

RQ1c: To what extent, if any, does modularity of IT flexibility relate to the 

degree of IT-business strategic alignment? 

RQ2: To what extent, if any, does IT capability relate to the degree of IT-business 

strategic alignment? 

RQ2a: To what extent, if any, does IT infrastructure (as a dimension of IT 

capability) relate to the degree of IT-business strategic alignment? 

RQ2b: To what extent, if any, does IT architecture (as a dimension of IT 

capability) relate to the degree of IT-business strategic alignment? 

RQ2c: To what extent, if any, does IT relationship resource (as a dimension 

of IT capability) relate to the degree of IT-business strategic alignment? 

RQ2d: To what extent, if any, does IT human resource (as a dimension of IT 

capability) relate to the degree of IT-business strategic alignment? 

RQ3: To what extent, if any, does connectivity of IT flexibility relate to the 

degree of IT capability? 

RQ4: To what extent, if any, does compatibility of IT flexibility relate to the 

degree of IT capability? 
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RQ5: To what extent, if any, does modularity of IT flexibility relate to the degree 

of IT capability? 

 

Figure 1.1 The Proposed Model 
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1.7 Scope of the Study  

This research studied IT flexibility dimensions (i.e., connectivity, 

compatibility, and modularity) and IT capability (i.e., IT infrastructure, IT 

architecture, IT human resource, and IT relationship resource) as factors affecting 

strategic alignment. The study focused on organizations in Iran from various 

industries. Specifically, only those organizations that have a formal IT department 

were included in this study. The respondents were IT managers (or similar titles) in 

those organizations as person that possesses detailed knowledge of IT and its 

relationship to business. 

1.8 Contribution to Academic Research            

 The researcher believes that there are significant contributions in conducting 

this research. The research contribution will add new knowledge to the existing 

literature on IT management and business, especially the IT-business strategic 

alignment domain by reviewing the respective literature and developing and 

measuring a model of relationships between IT flexibility, IT capability, and strategic 

alignment. From the viewpoint of factors affecting strategic alignment, this research 

contributes to the existing knowledge by studying IT capability dimensions (i.e., IT 

architecture, IT infrastructure, IT human resource, and IT relationship resource) both 

separately and together as one variable. Previous studies have not investigated this 

relationship in the manner which is employed here. Moreover, the researcher 

provides additional empirical evidence by examining the effects of dimensions of IT 

flexibility, namely connectivity, modularity, and compatibility on strategic 

alignment. This is due to the fact that previous studies regarding the relationship 

between IT flexibility dimensions and strategic alignment are quite limited (Ness, 

2005). In addition, studying which dimension of IT flexibility is more related to 

strategic alignment will enhance new knowledge to the existing literature on strategic 

alignment area. Investigating the impact of IT flexibility dimensions on IT capability 

is another possible contribution which can be made to the available literature; no 

studies have investigated this relationship. 
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One of the purposes of this research is to determine which dimensions of IT 

capability (i.e., IT architecture, IT infrastructure, IT human resource, and IT 

relationship resource) have more impact on strategic alignment. The outcome of this 

study would allow researchers to understand new knowledge of strategic alignment 

domain in terms of which dimensions of IT capability has more impact on strategic 

alignment.  

IT flexibility, IT capability, and strategic alignment have not been previously 

studied simultaneously, and thus there is an opportunity to extend knowledge in the 

strategic alignment domain by simultaneously investigating IT flexibility dimensions 

and IT capability dimensions and their effect on strategic alignment. The impact of 

IT flexibility dimensions and IT capability dimensions in combination on strategic 

alignment provides a more comprehensive view of interrelationship of all these 

factors.  

1.9 Contributions to Practice  

The researcher attempts to review a rich literature on the area of IT-business 

strategic alignment and factors affecting it, namely IT flexibility dimensions and IT 

capability dimensions. The aim is to develop a model of the relationships between 

these variables. Hopefully, with this study, organisations‟ managers will be able to 

accurately understand the concept of IT capability, IT flexibility, and strategic 

alignment, along with a better understanding of their relationships. It can make a 

significant contribution in helping managers of business and IT to sustain strategic 

alignment in today‟s business environment if there is a good understanding of these 

factors and their relationships. The new knowledge  gained from the prioritisation of 

the benefits from IT  flexibility and IT capability towards strategic alignment can 

enhance the decision-making process for  managers when investing in IT. The 

researcher will examine IT flexibility by looking at three of its main components, 

which are connectivity, modularity and compatibility. With the findings from this 

study, top IT and business executives will be able to identify the components that are 

vital to them in sustaining strategic alignment, which also gives them the knowledge 
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and understanding they need in dealing with flexible IT. This study also focused on 

the effects that the components in IT flexibility such as modularity, connectivity and 

compatibility have on IT capability. The findings from this study will be able to 

assist business and IT managers to make more accurate decisions regarding factors 

which affect their IT capability. It is also hoped that managers will have a better 

insight and knowledge on how to support their IT capabilities in their businesses. As 

stated earlier, the research studied the impact of IT capability dimensions on strategic 

alignment. Since this part of the research has not been previously studied in the 

manner which is employed here, the findings will assist managers in gaining new 

understanding. In addition, this will help managers gaining new insights into which 

factors of IT capability dimensions and IT flexibility dimensions are more important 

to support strategic alignment. In addition, the results will aid IT management in 

more effectively setting the priorities for allocating financial resources towards IT 

capability dimensions and IT flexibility dimensions. This new knowledge can benefit 

managers who are deciding whether or not to invest  corporate funds to bring their 

organizations into compliance with new technologies which  could help them to 

achieve a sustainable competitive advantage. As mentioned earlier, good strategic 

alignment leads to enhanced performance of the organisation. So, this research can 

help organisations to improve their performance. 

1.10 Definition of Terms 

The three main components of this study, which are IT strategic alignment, 

IT capability and IT flexibility, are defined in this section. 

1.10.1 IT Strategic Alignment  

The strategic and effective utilisation of IT is mirrored in the notion of 

strategic alignment. This concept has been developed over a period of more than 10 

years and has put forth by various authors and academics in the field.  
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According to Henderson and Venkatraman (1993), strategic alignment can be 

viewed as the „“Strategic Fit‟ and „Functional Integration‟ among business strategy, 

IT strategy, business infrastructure,  and IT infrastructure”. In addition, Reich and 

Benbasat (1996; 2000), believe strategic alignment to be the extent to which the IT 

goal, targets and agendas aid and are aided by the firm‟s goal, targets and agendas. 

Luftman (2000) also states that IT-business strategic alignment refers to “applying 

Information Technology (IT) in an appropriate and timely way, in harmony with 

business strategies, goals and needs”. The most common view on IT-business 

strategic alignment is stated by Sauer and Yetton (1997), stating that the basic 

principle is that IT should be managed in a way that mirrors management of the 

business. Conceptually, IT strategic alignment is viewed in the literature as a bridge 

that links IT to different viewpoints on other domains of an organization and its 

environment (Avila, Goepp, and Kiefer, 2009, Chebrolu and Ness, 2013). In general, 

IT-business alignment concerns the degree to which IT supports business goals, 

strategies, and needs (Silvius, 2008; Rahbar, Zeinolabedin, and Afiati Mehrvarz, 

2013). 

1.10.2 IT Flexibility  

Information system flexibility is “the ability to respond and adapt to changing 

business conditions both within and outside the organisation” (Mensah, 1989). In 

other literature, Duncan (1995) has demonstrated information technology flexibility 

by making references to platform, network/telecommunication, data, and 

applications. Byrd and Turner (2000) have attempted to assess the flexibility of IT 

infrastructure by assessing IT  connectivity, application functionality, IT  

compatibility, data transparency, technology management, management know-how, 

business know-how, and technical expertise. 

Recently, Langdon  (2006) has defined IT flexibility as the ready abilities of 

IT to be adapted and bended to  meet and satisfy changes, rapid growth, and new 

additions of business requirements. In addition, according to  Chanopas, Krairit, and 

Khang  (2006), IT infrastructure flexibility is the capability possessed by IT  
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infrastructure with regards adapting to alterations both internal and external to the 

organisation. It is also concerned with its ability to play the role of catalyst for 

information sharing, system enhancement and consistency of IT processes. 

Moreover, this should all be achieved with the least amount of work and time. 

In this study, IT flexibility refers to the ability of IT to respond quickly and 

effectively in order to meet dynamic business strategies  and to sustain strategic 

alignment in today‟s business environment (Luftman, 2005). Regarding the elements 

of IT flexibility, there appears to be consistency among several researchers. This is 

especially true of Tallon and Kraemer, (2003c); Byrd and Turner, (2000); and 

Duncan, (1995) who suggest that the elements applied for measuring IT flexibility 

consist of connectivity, compatibility, and modularity. 

1.10.2.1  Connectivity 

Connectivity is defined by Chanopas, Krairit, and Khang (2006) and Byrd and 

Turner (2000), as the ability of IT components (hardware and software) to attach and 

connect to others both inside and outside the organisation. It has been stressed by 

Tapscott and Caston (1993) that with IT connectivity, organisations are flawless and 

transparent and are free from the influence of time and space. It is much easier to 

share IT resources at the platform level with connectivity. In general, connectivity is 

the ability of any technology component to communicate with any of the other 

components inside and outside of the organizational environment (Duncan, 1995).  

1.10.2.2  Compatibility 

Compatibility refers to the alleged fit and consistency of the systems 

(software and hardware) required for sharing within the organisation (Kamal, 2006). 

According to Chanopas, Krairit, and Khang (2006), Byrd and Turner (2000) and Ness 

(2005), compatibility is the capability of a firm to distribute various types of 
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information over a plethora of technology (hardware and software) platforms both 

internal to the organisation and external to the organisation. Organisations are 

increasingly interconnected and e-connected with the outside world and they are no 

longer a technology island. Compatibility refers to the ability to integrate many 

enterprise systems and enable them to share information (Byrd, Lewis, and Bradley, 

2006). According to Ness (2005), compatibility encompasses the ability which a 

company has to spread any kind of information across a plethora of technology 

(hardware and software) platforms whether internal to the organisation or external to 

it. In this research, compatibility is the ability to share and use any type of data and 

applications across any technology component. 

1.10.2.3  Modularity 

Duncan (1995) defines modularity as the ability to easily add, modify, and 

remove technology components to support business strategy changes. Duncan also 

indicated that modularity is the ability for business processes to be standardized in 

order for them to be shared and reused (e.g., structured programming and 

component-based software architectures). According to Schilling (2000), modularity 

is described as the level or degree in which a system‟s component can be divided and 

put together again. Seltzer (2005) argues that modularity is an influential tool which 

is used for controlling the size and complexity of enterprise systems, while also 

making it possible for application and data management capabilities to interact 

harmoniously. This research considers modularity as the ability to easily add, modify 

and remove technology components. 

1.10.3 IT Capability  

Some researchers in the IS-based literature have conceptualised IT capability 

from different angles. Wang and Alam (2007) see IT capability as the combination of 

hardware, services which are shared software, technical and management skills and 

management practices. According to Tippins and Sohi (2003), IT capability is as the 
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degree of firm‟s efficiency to utilise its IT to process information in the organisation, 

which consists of IT-operation, IT object, and IT knowledge. 

Other researchers such as Peppard and Ward ( 2004) depict IT capability as 

containing three interconnecting qualities, which are a combination of business 

knowledge with IT knowledge, an adaptable and recyclable IT infrastructure, and a 

process which is efficiently used. Jiao, Chang, and Lu (2008) view IT capability as 

being inseparable from enterprise formation, transfer, and deployment of enterprise 

information technology resources in an effort to support and enhance other one-of-a-

kind functions. These are unique functions which have the power and ability to 

pioneer the latent potential needed to sustain competitive advantages. Examples of 

these functions are IT architecture and routine, IT infrastructure, IT human resources, 

and IT relationship assets. 

Recently, Qingfeng and Daqing (2008) and Zhang and Tansuhaj (2007) have 

pictured IT capability as a multidimensional construct, that is, (1) IT architecture, (2) 

IT infrastructure, (3) IT human resource, and (4) IT relationship  resource, the 

definition of which is considered in this research.  

1.10.3.1   IT Architecture 

IT architecture is defined as an elevated map of information and an 

organisation‟s capabilities in telecommunications technology (Gibson, 1994). The 

necessity for consistency and integration in an organisation‟s operating model is 

defined by architecture (Ross and Westerman, 2004). Architecture is the clarity and 

organizational consensus surrounding technology, data, and process benchmark. 

Feeny and Willcooks (1998) pointed out that IT architecture as the choices of 

technical platforms on which to mount IS service, and it is the first critical step in 

managing IT assets of the organization. 

According to Zhang and Tansuhaj (2007), IT architecture is “both a high level 

map of information and technology requirements of the entire firm and the clarity and 
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organizational consensus around technology, data, and process standards”. This research 

considers IT architecture as the level of clarity and organizational consensus around 

technology, data, and processes to support business needs. 

1.10.3.2   IT Infrastructure 

IT infrastructure consists of communication technologies and computers, as 

well as the technical platforms and databases which are shareable (Ross, Beath and 

Goodhue, 1996; Weill, Subramani, and Broadbent, 2002). According to Zhang‟s 

(2005) study, firms that have sufficient IT infrastructure; they have well-established 

in- house networks and external Web sites and linkage, a computer lab for employee 

instruction and strong data and network architecture. In addition, they have 

communication devices for access of remote database and computer facilities for IT 

projects.  In general, IT infrastructure is defined as the shared IT resource that data 

and applications access through communication networks for organizational use 

(Bhatt, 2000; Zhang, 2005).  

As stated by Bhatt (2000) and Zhang (2005), the key purpose of IT 

infrastructure is to provide quick information support throughout the firm to react to 

dynamic challenges in the markets. In this research, IT infrastructure is the degree to 

which computers, communication technologies, technical platforms, and databases 

exist in the organization. 

1.10.3.3   IT Human Resources 

Today, IT staff who can without fail resolve business problems and deal with 

opportunities using IT are invaluable. As the value of IT increases in present-day 

organisations, the mandatory skill of IT staff must be developed. In addition to 

technical skills, managerial, business, and interpersonal skills have been quoted as 

mandatory for employees in the technical fields (Couger et al., 1995; Lee, Trauth and 
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Farwell, 1995). In today‟s organisations, research has made it clear that these soft 

skills are just as vital to programmers, database administrators, systems analysts, and 

other IT staff (Cheney, Hale and Kasper, 1989; Rockart, Earl, and Ross, 1996; Ross, 

Beath, and Goodhue, 1996).  

IT human resources is defined as a valuable human asset that can be used to 

consistently solve business problems and address business opportunities through 

information technology. It is related to IT technical skills, IT managerial skills, 

business understanding and planning, and problem-solving orientation (Bharadwaj, 

2000; Zhang, 2005). This research considers IT human resource as level of IT staff‟s 

technical skills, business understanding, and problem-solving orientation (Zhang, 

2005).   

1.10.3.4   IT Relationship Resource 

IT relationship resource is defined as the valuable relationship between the IT 

and business departments (Zhang, 2005). Examples of a valuable relationship asset 

can be found in: 1)  business partner ownership of every IT project, 2) executive 

management guidance in creating IT priorities, 3) furthering users‟ comprehension of 

IT‟s uses, and 4) IT  sourcing ability (Ross, Beath and Goodhue, 1996; Bharadwaj, 

2000; Feeny and Willcocks, 1998).In general, IT relationship resource is the level of 

closeness in relationship between IT and business departments as well as between a 

firm and its vital business partners (i.e., customers, suppliers, and other 

organizations) (Zhang, 2005; Zhang and Tansuhaj, 2007). 

Overall, definition of the constructs in terms of conceptual and operational 

are mentioned below (Table 1.1)  
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Table 1.1: Definition of the Constructs 

Construct Conceptual Definition Operational Definition 

 

IT-business 

strategic 

alignment 

A bridge that links IT to 

different viewpoints on other 

domains of an organization 

and its environment (Avila, 

Goepp, and Kiefer, 2009; 

Chebrolu and Ness, 2013). 

The degree to which IT supports 

business goals, strategies, and 

needs. (Silvius, 2008; Rahbar, 

Zeinolabedin, and Afiati 

Mehrvarz, 2013) 

 

Connectivity 

The state to which a firm can 

connect to platforms (Ness, 

2005). 

The ability of any technology 

component to communicate with 

any of the other components 

inside and outside of the 

organizational environment 

(Duncan, 1995; Bani, 2011). 

 

Compatibility 

The state to which technical 

components can seamlessly 

communicate with each other 

(Keen, 1991; Ness, 2005).  

The ability to share and use any 

type of data and applications 

across any technology component 

(Duncan, 1995; Bani, 2011). 

 

Modularity 

A larger range of uses for 

each resource, lowered 

switching costs and difficulty, 

and lowered time required to 

switch from one resource to 

another (Ness, 2005). 

The ability to easily add, modify 

and remove technology 

components (Duncan, 1995; Bani, 

2011). 

 

IT 

architecture 

A high-level map of 

information and technology 

requirements of the entire 

firm (Zhang, 2005). 

The level of clarity and 

organizational consensus around 

technology, data, and processes to 

support business needs(Zhang, 

2005; Zhang and Tansuhaj, 2007) 

 

IT 

infrastructure 

The ability to provide 

consistent and quick 

information support 

throughout the organization 

(Zhang, 2005). 

The degree to which computers, 

communication technologies, 

technical platforms, and databases 

exist in the organization(Zhang, 

2005; Zhang and Tansuhaj, 2007) 

 

IT human 

resource 

An IT staff that consistently 

solves business problems and 

addresses opportunities 

through IT (Zhang, 2005). 

The level of IT staff‟s technical 

skills, business understanding, and 

problem-solving orientation 

(Zhang, 2005; Zhang and 

Tansuhaj, 2007) 

 

 

IT 

relationship 

resource 

The valuable relationship 

between the IT and business 

units and between a firm and 

its vital business partners 

(Zhang, 2005). 

The level of closeness in 

relationship between IT and 

business departments as well as 

between a firm and its vital 

business partners (i.e., customers, 

suppliers, and other organizations) 

(Zhang, 2005; Zhang and 

Tansuhaj, 2007). 
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1.11 Plan of the Thesis 

 

This study consists of five chapters, the first being the introduction, whereby 

the research problem, gap, and purpose are discussed, the research hypotheses 

developed, and contributions of the study explained with regards to their importance 

to researchers and practitioners. Finally, the terms used in the study were defined . In 

Chapter Two, the framework for the conceptual model of this study is developed 

through a review of the existing literature. The chapter provides a review of the 

relevant literature on strategic alignment, IT flexibility, and IT capability. Chapter 

Three discusses the research methodology including research design, the research 

philosophy, the survey respondents, the sampling frame, the constructs measurement 

as well as validity and reliability of the constructs. Pre-test and pilot test are 

discussed in this chapter. Chapter Four presents the results of the data analysis using 

statistical software of SPSS and PLS. Examining and screening data, descriptive 

analysis, pre-analysis, testing measurement model and assessing structural model are 

included in this chapter. Chapter Five examines the findings for each of the 

hypotheses with a discussion and interpretation. It also discusses the theoretical and 

practical contributions and limitations. Suggestions and direction for future research 

are also discussed. 
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