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Abstract 
Along with the increasing and complexity demand fora better Excellency in bureaucratical service, this paper aims to provide a research framework for 

exploringscientific evidence in the response mechanism conducted by the government institution to meet the advancing expectation baseline for public service. The 

research will be conducted through measurement on turbulence around public organizations environment as the external factor and on organizational learning that 
affects its performance as internal factor along with strategy renewal as a mediator. This kind of approach is a common method in corporate organization’s 

performance assessment but still an alien in public institution. Unit of analysis used will be all public sector organizations, both institutions ministries or non-

ministerial public institutions which considered among the most popular institutions which resulted the greatest expectation for its service advancement such as the 
Ministry of Public Works andPublic Housing, Ministry of Finance, Ministry of State Owned (BUMN), etc. Data collection will be done through questionnaire filled 

out the by the top manager for further statistical analysis methods. Annual growth in the number of employees, types of services andtotal budget in the last 5 years will 

be used as proxy for organizational performance bound variablewhereas turbulence in external environment and organizational learning as the independent variable 
will be measured through modified measurements developed by Morris and Combess (2007) using a Likert scale of 1-5. In addition, the strategy renewal as mediator 

variable analyzed by measurement of organizational commitment in carrying out activities for renewal with using 13 scales according to the method developed by 

Antoncic and Hisrich (2001).  
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Introduction 

In recent years many efforts have been made by the public sector 

to improve organizational performance (Andre A. d e Waal, 2010) 

with the public management as one of approach used through (Politt, 

2003). Ultimate goal of thepublic management is to make 

thegovernment sectorbecome more transparent by applying 

performance management. 

Public sector is currently facing sustainable advancement in 

public expectation to become more effective and efficient, particularly 

in the presence of budget tightening and implementation of 

management performance for quality improvement of public service 

(Boyne et al, 2005). Therefore public sector manager needs to take all 

practicable measures and innovationto improve organization 

performance as already practiced by their counterparts in the private 

sector (Boyne, 2002). 

Public sector managers are more and more expected to implement 

sophisticated strategies to overcome threats from external and internal 

problems and simultaneously to improve its institution’s performance 

(Meier & O Toole, 2013). Emerging external problems faced include 

budget cuts and changes of source, conflicts with stakeholders, 

increasing complexity of public needs, pressures to increase 

organizational transparency and accountability, the demand for labor, 

new technologies and others challenges (Andrews, Boyne, Meier, 

O'Toole& Walker, 2005; Andrews, Boyne, & Walker, 2011). 

Inappropriate fulfillment of external demands is a key reason that 

failed the strategy applied by the public sector (Boyne, 2006). 

Furthermore, more attention is needed in a purpose to achieve higher 

adaptability for its environment’s constant disruption through 

strategic approaches, structures and internal management (Andrews & 

Martin, 2007). Currie and Procter (2005) conclude that environmental 

turbulence and scarcity of resources is a combination needs to be 

understood by any level of public managers to prepare for 

organizational action. Decentralization ofdecision-making, including 

renewal of the strategy isto accelerate innovation in the public sector, 

while strict controls and complexity opposite its effect (Naranjo-Gill, 

2009). Control manipulation for creating incentive or disincentive for 

organization’s entrepreneurial abilities has been investigated by Morris 

et al. in 2006. Meanwhile, one of the reforms carried out in the public 

sector is through improvement level of autonomy and flexibility of 

public management (Pollitt, 2006). 

One of the entrepreneurial strategyprinciple currently applied in the 

public sector isto renew strategy (strategy renewal). According to Guth 

and Ginsberg (1990), strategy renewal is defined as organizational 

transformation through a renewal of key ideas that have previously 

been developed. This is a principle of entrepreneurship in which an 

organization build stakeholderrelationship through fundamental 

operational changes (Covin & Miles, 1999 and Kim &Maugborne, 

1999). In thepublic sector, context of strategy renewal seem to be 

relevant with entrepreneurship. 

This study aims to determine the role of strategy renewal 

development as a mediation of external environment turbulence and 

internal organizational learning agility on the performance of public 

sector organizations in Indonesia. It is expected to contribute in enrich 

knowledge about strategies renewal in public sector since similar 

research with significant results to the performance is applied yet only 

in private sector (Heavey et all 2009; Zahra et al 1998). Furthermore, 
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the research is also expected to confirm previous research on the 

relationship between reform strategy with the performance of public 

sector (Hendrick, 2003; Andrew et al, 2011). 

  

Literature Review 

Turbulence of the External Environment   

 Lumpkin and Dess (1996) argues that environmental 

characteristics may have a strong influence to the organizational 

performance. Empirical research has supported this view and 

proposes that organizational performance depends on the 

organization's external environment (Covin& Slevin, 1989; Naman & 

Slevin, 1993; Zahra, 1993; Zahra & Covin, 1995). 

Uncertainty is one of the main characteristics of environmental 

and market turbulence. Miller (1988) states that the dimensions of 

dynamism and uncertainty are key components of the overall 

construct. Therefore "uncertainty" and "dynamism" will be used and 

included on an overall scale which is usually called market turbulence 

(Miller and Friesen 1982). Organizations are expected to maintain and 

even improve business performance under conditions of high market 

turbulence because organizations tend to have the ability to react to 

constant changes that occur in the environment by doing and taking 

advantage of new opportunities to meet change (Atuahen e-Gima & 

Ko, 2001; Hughes et al 2007; Hughes and Morgan 2007). 

In dealing with complex market turmoil, skills such as the ability 

to manage uncertainty, the ability to innovate to meet the 

opportunities and threats that arise, the ability to anticipate the 

direction and nature of market changes, the ability to tolerate risk, will 

direct entrepreneurial oriented managers to reframe and interpreting 

events resulting from market turmoil as opportunities for changes in 

business models, growth and innovation. Miller (1988) found that in 

an uncertain environment, innovation has a positive relationship with 

performance. 

It is certain that the concern of management strategies is the 

compatibility between external situations and strategies (Andrew et al, 

2012; Liewellyn & Tappin, 2003; Miller, 1992). Environmental 

turbulence creates uncertainty in the ability of organizations to meet 

political and operational objectives. Strategy is a power tools for 

organization adaptation against environmental disruption as well as a 

mediator against the impact of external threats in the organization’s 

performance (Hendrick, 2003; Meier & O'Toole, 2009). Hendrik 

(2003), argues that the concept of external turbulence needs to be 

defined more widely in the public sector management for better 

understanding that the condition of social and politicas well as the 

availability of resources, economic conditions and external 

organizationis all the challenges to fulfill the public organization 

purpose. 

Organizational Learning   

The field of strategic management has become the foundation for 

researchers seeking perspective on key considerations in managing 

company success. One of which was identified by Mintzberg, 

Ahlstrand, and Lampel (1998), is organizational learning. How 

organizational learning explains the phenomenon of strategic renewal 

is an interesting thing to study. In the process of strategic renewal 

there are three limitations of existing research relating to 

organizational learning and strategic renewal. The first limitation is 

the conceptualization of organizational learning that is too narrow 

because it is related to strategy. Second, organizational learning 

research has ignored strategic reform - the relationship between 

exploration and exploitation. The third is the lack of empirical 

research that applies organizational learning theory to strategic 

renewal. In overcoming these shortcomings, we seek to contribute to 

strategy research by digging deeper into the strategy process. The 

organizational learning framework developed by Crossan, Lane, and 

White (1999). 

Strategy research has been criticized for its overly analytical 

orientation, usually top management lack of attention to action and 

learning, and neglect of the elements that lead to strategy creation 

(Mintzberg et al., 1998). Organizational learning research, with a focus 

on processes. As DeGeus (1988) points out, organizational learning 

may be the only sustainable competitive advantage. However, despite 

numerous literature reviews (Argyris and Schon, 1978, 1996; Crossan 

et al 1995; Daft and Huber, 1987; Fiol and Lyles, 1985; Huber, 1991; 

Levitt and March, 1988; Shrivastava, 1983), organizational learning is 

partly stays separate from strategy. Efforts to determine the 

relationship between strategy and organizational learning have several 

weaknesses. The first weakness is the concept of organizational 

learning that is too narrow. Organizational learning has often been 

described as emergency, trial and error, even random processes (Goold, 

1996a, 1996b; Mintzberg, 1996a, 1996b; Pascale, 1996a, 1996b; 

Rumelt, 1996). Another perspective on organizational learning, 

according to James March (Cohen and Sproull, 1996), as a more 

rational process in the domain of decision making and choice. For 

example, by using computer simulations to test the impact of 

organizational learning on entrepreneurship, Lant and Mezias found 

three basic components of learning models: First, organizations have a 

target level of performance that they compared. Second, performance 

above or below the level of performance affects the likelihood of 

observable organizational changes. Third, the learning model shows 

that the acquisition and processing of information about alternatives 

occurs in the search process which is relatively expensive (Lant and 

Mezias, 1990: 149). Organizational learning may be more complex 

than the trial-and-error process that is often emphasized in the 

organizational learning literature '(Lant, Milliken, and Batra, 1992: 

603). (Barr, Stimpert and Huff, 1992: 32) conclude that renewal does 

not depend much on paying attention to new conditions, but on the 

ability to link changing environments with corporate strategies and to 

change those relationships over time. Their research suggests the need 

for a more in-depth model of the organizational learning process to 

understand how interpretation affects changes in strategy. Another 

weakness is the failure to address the fundamental problem of strategic 

renewal - the balance between exploration and exploitation. For 

example, organizational learning theory has been used to understand 

resources (Nanda, 1996), tacit knowledge (Nonaka and Takeuchi, 

1995; Spender 1996), and the role of memory in organizations (Casey, 

1997). These efforts do not overcome the overall problem when the 

company develops new competencies and simultaneously exploits 

existing ones. 

Not much research utilizes organizational learning to explain the 

phenomenon of strategic renewal. Using another simulation, Mezias 

and Glynn (1993) use the same learning model as Lant and Mezias 

(1990) to explore the effectiveness of three corporate renewal 

strategies: institution, revolution, and evolution. They found that units 

involved in institutional strategy did not tend to experience more 

innovation, even though resources increased. The units involved in the 

revolutionary strategy, supposedly designed to promote radical 

innovative change, only gather a temporary increase in the amount of 

innovation (Mezias and Glynn, 1993: 94). Organizational learning is 

seen as a means of developing capabilities that are valued by 

customers, difficult to imitate, and therefore contributes to competitive 

advantage. However, organizational learning often remains a 'black 

box' because researchers assume that positive transformation can and 

will happen. But despite the broad view that organizational learning 

leads to new sources of ability to support new strategies, there is no 

empirical examination of the effects of organizational learning on 

strategic renewal. Understanding the process of strategic renewal is 

crucial if we want to go beyond the claim that organizational learning 

may be the only competitive advantage that is sustainable (DeGeus, 

1988). 

The 4I framework developed by Crossan et al. (1999 related - 
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intuition, interpretation, integration, and institutionalization - 

functions to link the three levels of analysis and define learning in 

organizations. Intuition and interpreting occur at the individual level, 

interpretation and integration occur at the group level, and integration 

and institutionalization occur at the organizational level. How to 

update the strategy may modify the effect of the learning organization 

in the achievement of organizational performance of the public sector, 

it is interesting to know. Besides, the research indicates that 

organizational learning can have a direct impact on organizational 

performance in the public sector can also contribute to the knowledge 

of factors influence learning of organizational performance in the 

public sector. 

Renewal of Strategy   

Strategy renewal, although it is essential for continued success for 

an organization, receives relatively little attention compared to 

changes in strategy in general. Like all strategic issues, strategic 

reform presents opportunities and challenges for organizations 

(Agarwal 2009). Strategic renewal has an important impact not only 

on individual organizations but also on the whole economy. 

Research that refers to "strategic renewal" often uses the term to 

usedefinition to motivate examples of strategic change in general, 

which generally highlights the process of change. Although some 

research has focused on strategic renewals (eg, Huff et al. 1992, Floyd 

and Lane 2000), it tends to focus on organizational processes. 

Something strategic if it is related to the future prospects of the 

organization. Most dictionaries define the verb "renew" as "to make 

like new" (eg Merriam-Webster Online Dictionary 2008). Synonyms 

include "to refresh" by restoring power or "to replace" what is broken, 

old, or obsolete (Merriam-Webster Online Dicaryary 2008, Webst 's 

Seven New Collegiate Dictionary 1972, Webster's New World 

Dictionary 1962). The dictionary also explains that the verb "renew" 

is different from the verb "change." In its broadest definition, the verb 

"change" means "to make or be different" (Merriam-Webster 

Dictionary 2008). Changes can include refreshment or replacement. 

For example, changes might refer to extensions, additions or deletions 

without related updates. Thus, renewal is one type of change. 

Precisely what is called "refreshment" or "replacement" for business 

organizations? To begin with, the relevant aspects that can be 

refreshed or replaced are the strategic attributes of the organization 

mentioned earlier, such as objectives, products and services, resources 

and capabilities, and others like. Perhaps the more difficult question 

relates to what it means to refresh or replace these attributes. First, 

refreshing or replacement does not always mean restoring the attribute 

to its original state. For example, an organization can replace one type 

of attribute for different types of quality attributes. Second, 

refreshment or replacement can be partial or full. The company can 

maintain some of the attributes in the current conditions if it continues 

to serve a useful purpose. Third, refreshment or replacement can 

exceed the original attribute in the size or scope of the application. 

Fourth, companies can carry out strategic refreshes through the 

reconfiguration of current attributes, with or without additions or 

deletions. Fifth, companies can carry out strategic updates to refresh 

or replace the current organizational attributes that serve useful 

functions in the present, but may not do so in the future. Finally, 

strategic reform often connotes with momentum. The verb "grows 

back," which means "to continue growth after a disturbance" 

(Merriam-Webster Dictionary 2008. Although regrowth does not need 

to be part of renewal, refreshment or replacement may be the first step 

that provides the basis for future growth. Strategic updates further 

include processes, constraints, and results Merriam-Webster 

Dictionary (2008) defines the noun "renewal" to include "an update 

action or process," "quality or state of being updated" (content), and 

"something updated" (result) The fact that the strategic attribute has 

been updated only tells us that it is refreshed or replaced, and that the 

results may have a minimum level of functionality. The discussion 

shows that strategic renewal has several important characteristics.First, 

strategic renewal relates to what has the potential to substantially affect 

the long-term prospects of the company a, strategic updates include the 

process, content and results of the updates. Third, strategies vary in 

success rates. 

At present, no company can confidently predict that it will not face 

dramatic changes in its external environment. The pace of globalization 

and technological change, for example, puts significant pressure on 

companies to adapt. Because major transformations can pose great 

difficulties because of the magnitude of the changes needed, companies 

can strive to continually renew themselves in additional ways in the 

hope of offsetting, and even leading, changes in the external 

environment. This is an important lesson from research on 

ambidexterity (Tushman and O'Reilly 2004, O'Reilly and Tushman 

2008), which focuses on ways in which companies can build new 

businesses in the future while operating businesses today. In this sense, 

ambidexterity is one of the solutions to problems caused by large 

transformations. Additional strategic updates, if carried out proactively, 

can enable companies to cope with changes in the external 

environment when they are formed, and thus reduce the need for far 

greater and more difficult transformations later on. Madsen and 

Leiblein (2008) provide examples of companies in various industries, 

including Boeing, Quicken, and Calloway Golf, which combine 

innovation to pursue sustainable excellence. Additional strategic 

updates can even allow companies to shape the external environment to 

their advantage. For example, by proactively introducing a new 

generation of personal computer chips (PCs) on a regular basis, Intel 

created a barrier to new entries that allowed the company to dominate 

its industry for years (Turner et al. 2008). As Intel points out, not all 

additional updates occur in response to previous changes in the 

external environment. The company carries out many activities on a 

regular basis that can facilitate renewal, not the least of which is 

research and development (R&D), with accompanying opportunities 

for innovation (Murray and O'Mahony , 2007). Performing renewal 

activities such as R&D on a regular basis requires processes, rules, 

routines, and resources, along with the ability to develop and carry out 

these activities, including dynamic capabilities (Rothaermel and Hess 

2007). 

Strategic reform can involve ongoing incremental change and 

unsustainable transformation, and can involve a variety of 

circumstances that accelerate, including but not limited to 

technological change. Many examples of strategic updates in the 

special edition show that this is a phenomenon in which content and 

strategic processes are closely related, involving various dimensions of 

change including those related to competition, company resources and 

capabilities, organizational structure, and cognition, as well as routines 

and processes for decision making and implementation. Therefore, 

research about strategic renewal especially in public sector is 

interesting and useful to be researched. 

 

 

 

 

 

 

Research Model and Hypothesis 
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H1 : Strategy Renewal is positively related to organizational 

performance in the public sector              

H2 : Turbulence on external environment has negative associated 

with the performance of organizations in the public sector              

H3 : The relationship between turbulence in the external 

environment and organizational performance in the public sector is 

mediated by strategic renewal.              

H4 : Organizational learning is positively related to strategy 

renewal              

H5 : Renewal of strategy will mediate organizational learning 

with organizational performance in the public sector             

 

Research Methodology 

Samples and Data Collection  

     Data for this research will be taken from survey to target 

respondent in public sectors organizational in Indonesia, specifically 

in the national government level. Data collection will be done through 

the collection of questionnaires that will be answered by members of 

the top management team of the public sector. Respondent from one 

unit sector will be named as one unit of analysis. Data analysis will be 

performed using the statistical method to test the proposed hypothesis. 

Independent Variable 

Turbulence in the external environment will be measured using 

modified measurements for the public sector by Morris and Combess 

2007 with Likert scale 1-5.    

Organizational Learning will be measured using a  modified 

measurements with 1-5 Likert scale (1 = strongly disagree to 5 = 

strongly agree). 

 Dependent Variable 

The definition of measuring financial and non-financial yet exist 

for research in existing public sector ( Morris, Kuratko, Allen, 

Ireland, & Schindehutte 2010 ) Measurement will focus to the growth 

of organization (Campbell, Renshaw, and Engstrom 2010 ) , through 

annual growth in the number of employees, number of services, and 

total budget over the past three years. 

Mediating Variables 

Strategy renewal will be measured using a 13 scale that measures 

the commitment of organizations in entrepreneurial activities for 

renewal (Antoncic and Hisrich 2001). 

 

Conclusion 

This research study can broaden knowledge especially to 

determining public organization’s performance factor both external 

and internal with its strategy renewal as the mediator. Measurement of 

environmental turbulence will choose as the external factor while 

organizational learning acting choose as internal factor and both will 

use as independent variable. The result of this study will measure 

adaptability rate between of public institutions against current constant 

disruption. This study is also important to achieve organization’s 

continuous performance improvement in accordance to meet constant 

escalation in public expectation for a better public service. 
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