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Abstract

From the strategic management perspectives, an
organization needs to have a a big picture and
detailed view of the environment, it operates. Both
external and internal analyses of such environment
are therefore considered essential to formulate or
adapt strategies. that brings out a firm’s full
potential. Etihad Airways, one of the globally known
airlines companies from UAE in specific and the
middle East in general, has experienced how well-
meaning plans can go wrong if not evaluated
through its place in its industry and the wider lens
of its macro environment as well. The Emirates
NBD Bank, the largest bank in UAE, on the
contrary, demonstrates that success can be achieved
if the foundational values and goals of an
organization are clear, and their implementation
carefully monitored. Hence, managers need to
understand the gravity that strategic decisions and
practices have on a company’s prosperity.

Keywords: Strategic management, external and
internal analysis, environment

Introduction

The ever-evolving nature of business necessitates
that strategies be developed by organizations to
determine the direction one moves into the future
with. Etihad Airways and Emirates NBD
(ENBD), for instance, are based in a country

wherein the aviation and banking industries
play a huge role in diversifying the economy, as
the United Arab Emirates aims to reduce its
dependency on the oil industry (Chaker, 2015;
The UAE Government, 2018). In addition to the
economic factor, however, other influences,
whether it be political, technological, etc., must
be considered when both firms determine what
their goals are and, consequently, their policies
to achieve these, while being open to possible
amendments that external factors require.
Moreover, stakeholder relationships, especially
ones with customers, competitors and suppliers,
also need to be evaluated against Etihad and
ENBD’s internal capabilities for long-term
survival to be secured. Therefore, it is imperative
that managers of both companies develop
initiatives that utilize their resources to raise their
performance, adding value not only to the
UAE’s economic development but to their own
as well (Johnson et al, 2013; Lynch, 2015).

Strategic environment analysis for the Etihad
airways and Emirates NBD Bank: A brief
overview

For Etihad Airways and Emirates NBD to devise
strategies that make the most of their potential,
their macro-environment (comprised by political,

Case Study
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economic, social, technological, ecological and
legal elements that affect almost all
organizations) must be surveyed to deal with
the opportunities and threats that it presents
accordingly. Etihad being owned by the Abu
Dhabi Government, for example, impacts it
financially and operationally (Johnson et al,
2013; Etihad Airways, 2018a), which,
consequently, has been strongly questioned by
American lobbying groups who claim that gulf
carriers are unfairly subsidized (Abdel Ghafar
and Leber, 2017), and unfortunately amidst the
region’s geopolitical conflict with Qatar (Al
Jazeera, 2018). Although the Qatar dispute has
delivered economic ramifications as Qatari and
a few foreign investors have been forced to pull
out of the UAE, the latter state continues to
progress economically due to the rise in
employment, salaries, investment and
spending, as a result of its VAT introduction
as well as its economic diversification (Kerr,
2017; Forbes, 2017; Torchia, 2017; Abbas, 2018).
For this reason, more than 50% of the
expatriates living in the country desire to
establish permanent residency, making airlines
even more necessary due to unobtainable
citizenship for about 80% of the non-Emiratis
comprising the population, who inevitably
need to fly in and out of the UAE (Epps and
Demangeot, 2013; Khamis, 2018). Etihad,
therefore, needs to take advantage of what
technology has to offer (like the Internet and
artificial intelligence, for example) to make
things easier for all their potential customers
or to create new services for them (Johnson et
al, 2013). Innovation, nevertheless, must not
come at the expense of the environment, and
the company not only follows environmental
regulations but also spearheads projects that
would lead to more sustainable means of
powering aircrafts (Zaatari, 2015; Etihad,
2018b). Besides environmental legislation, laws

concerning international airspace must also be
considered as well as business laws regarding
airlines. However, as a government-established
company, Etihad and the aviation industry as
a whole receive some leniency on laws as
demonstrated by air travel being zero-rated on
VAT and, more specifically, by Etihad not
charging VAT on a few more ground services
than other carriers (Rapoza, 2014; Diaa, 2017).
Yet, the organization must determine if these
laws or which of the other factors will have a
significant impact on its strategy (Johnson et
al, 2013).

Key strategic drivers and inhibitors of the
strategic initiatives of the Etihad Airways and
Emirates NBD Bank

 Identifying Etihad’s key drivers for change is
crucial for it to be able to adapt its strategy only
as needed instead of having a multitude of
details to be concerned about. Since it aims to
deliver Arabian hospitality to the world, its
social environment is something that should be
focused on as people’s cultural values and
attitudes will determine how its services are
perceived. At the same time, the UAE’s
relationship with other governments and
political entities directly influences the company
as it is state-owned, and so these bonds should
be nurtured for Etihad’s vision of connecting
Abu Dhabi to the world to be realized.
Furthermore, advances in technology should be
monitored as Hyperloop technologies threaten
to replace long distance travel, and
opportunities of revolutionizing air travel via
NASA’s supersonic commercial planes and of
improving customer satisfaction through
artificial intelligence and robots come about. In
short, Etihad should pay particular attention to
its social, political and technological
environments so that it can build scenarios that
enables it to strategize effectively (Johnson et al,

Indranil Bose & Peter Mugambi
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2013; Thompson, 2016; Chandran and Fujita,
2017; Banke, 2018; Etihad, 2018a).

The same macro-environment that affects Etihad
Airways has a slightly different influence on
Emirates NBD because of their separate
industries. To illustrate, ENBD is not directly run
by the government as it is not owned by it, and
its political exposure mostly lies on its
connections with countries it is currently
operating in or is planning to operate in instead
of with political or lobbying groups (Emirates
NBD Bank PJSC, 2018a). The motivation to
expand in other countries is due to being heavily
reliant on good economic growth as economic
downturns usually lead to losses when
borrowers are unable to pay back loans which
is a main source of income for banks, hence, the
value of working in different states with different
economies (Kassem, 2016). Thus, the banking
group also needs to take into account the
people’s attitudes towards banking and the
various demographics in its countries of interest.
Furthermore, a country’s openness to online
banking and technological compatibility with its
services must be measured, especially when
ENBD is known for its innovation in mobile and
online financial transactions (ENBD, 2018b).
Despite its technological advancements,
however, the company started out by having the
largest branch network in the UAE and,
therefore, still has plenty of physical operations
with a significant environmental impact which
it takes responsibility for by monitoring its energy
and water consumption, waste management
and carbon footprint requirements in order to
minimize its negative effects (ENBD, 2017).
Lastly, its legal environment is of great
importance as well because of the notable effect
that merger and acquisition laws, and taxation
laws have on the way the banking group is run
(Khan, 2017). From these, its key drivers for

change are distinct from that of Etihad’s due to
the dissimilar nature of the two sectors and the
strategies that both aim to implement (Johnson
et al, 2013). Emirates NBD’s vision and mission,
and how it plans to achieve those determines
which environmental factors are relevant to it.
Thus, the firm should focus on economic
elements since global recognition of its financial
services in the Middle East is its main motivation
because the identification of good economies to
expand into is more important to it than political
relations as evidenced by its push to purchase
Turkey’s Denizbank despite the Eurasian
country’s shaky relationship with the UAE
(Kassem, 2016; Coskun et al, 2018; El Dahan and
Oziel, 2018; ENBD, 2018c). Consequently, legal
aspects must be analyzed in detail as the
banking group conducts its expansion activities
by merging with or acquiring companies and
their assets (Kassem, 2016; Khan, 2017). In its
home country, moreover, the new taxation law
increases the financial system’s transparency,
resulting in a massive lending opportunity for
banks (Baby, 2018). Technological and social
facets also play an important part to fulfilling
ENBD’s mission of making the lives of customers
easier through its financial services via Internet
banking, which makes up 90% of its consumer
transactions, and as it targets specific audiences
with special packages such as the ones for
women and for the youth (ENBD, 2018a; ENBD,
2018d). Demographics also bears significance in
its buildout as the banking group intends to
follow consumers where they are heading to
(Khan, 2017). By pinpointing these, it will help
ENBD evaluate the fruitfulness of its strategies.

Effect of macro-environments on strategic
responses of the Etihad Airways and Emirates
NBD Bank

How macro-environments shape Emirates
NBD’s and Etihad’s strategies can be seen more

Strategic Effectiveness of Selected organizations in UAE:
Cases of Etihad Airways and Emirates NBD Bank
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clearly through changes in the competitive forces
in their micro-environments. That is, an industry
analysis of the two companies will yield how
attractive the structure of each of their sectors
are for competition. For instance, in the Middle
East airline industry, high exit barriers, low
differentiation, and fixed costs, which are
balanced out by the dominance of three airlines,
and strong industry growth rate, creates a
medium level of competitive rivalry and makes
it somewhat easy for Etihad to thrive.
Conversely, the high barriers of entry to the
industry, due to the experience and existing
supplier access of the incumbents as well as the
possible retaliation of the government-backed
Etihad, Emirates and Qatar Airways, lessens the
degree of competition, unless a new carrier
decides to enter with supersonic planes, which
can easily be purchased by the top three airlines
anyway. The threat of substitutes to long-
distance air travel, similarly, is quite low at the
moment, with hyperloop technology, albeit
predicted to perform better, still yet to come to
fruition. Supplier power, in slight contrast, is at
a medium to high level due to there being only
two big major manufacturers of planes but with
an abundance of human capital and financial
sources. Again, this is balanced out by the low
power of buyers because, although their
switching costs are low, their concentration and
capability to supply themselves with their own
means of air travel are low. Therefore, the low
threat of entry, supplier and buyer power, which
decrease the degree of competition caused by
the rivalry among existing companies and
supplier power, makes the Gulf airline industry
a lucrative one (Johnson et al, 2013; Keegan and
Green, 2013).

Trends and Developments-The Strategic
View

The profitability of the banking industry in the
UAE is shaped differently by the five forces.

To illustrate, the rivalry is high due to high exit
barriers, low differentiation, and roughly equal
size of banks, drowning out the positive
impacts of the high industry growth rate and
moderate fixed costs. Furthermore, it is easy for
big foreign banks to enter the UAE market as
they possess the same experience to combat
any price wars etc. that may occur. Substitutes
such as Bitcoin, Apple Pay, etc. also threaten
the financial services that banks provide, even
in a small way. Notwithstanding, the power
of buyers and suppliers are relatively low due
to the very low concentration of banking
clients, and depositors, which are the sources
of finance, and potential employees in the labor
pool. Hence, the moderate to high level of
competition in the UAE banking industry
demands a great strategy from Emirates NBD
for the firm to succeed (Johnson et al, 2013;
Keegan and Green, 2013; John, 2018).

Emirates NBD and Etihad’s existing strategies
could only work well in their external
environments if their respective internal
strengths are capitalized on (David, 2013). A
look at Etihad’s desired future state, for
example, which is “to be the best airline in the
world”, in comparison with its current global
position, which is usually in the top 20 rankings
but never as first, clearly shows a strategic gap
is present either at the business or corporate
level (CNT Editors and Peterson, 2017; Rosen,
2017). Etihad differentiates itself from its
competitors through its award-winning first-
class accommodations and excellent service for
all customers by delivering fine dining and
“flying nannies” to cater to young passengers
(Zhang, 2017; Etihad, 2018a). The company
also controls complementary services, using
Etihad Guest to lock users in via miles offerings
that could be earned by using Etihad’s or its
partners’ services (Etihad, 2018c). Similarly,
strategic alliances, through “codesharing” and

Indranil Bose & Peter Mugambi
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minority investments in other airlines, has been
formed by the carrier to develop its market in
new geographies and users, by vertical
integration and related diversification through
the Etihad Aviation Group (Kotabe and Helsen,
2010; Strategic Direction, 2015; Etihad Aviation
Group, 2017). In theory, all the above strengths
should have paved the way to number one but
Etihad’s strategy needs to be adapted in as
much harmony possible with its macro and
micro environments (Johnson et al, 2013).

Etihad’s key drivers of change and the airline
industry should be considered more carefully to
make improvements moving forward. In
particular, although its interior features and in-
flight services are excellent, the chances that
other carriers are equal or even better is huge
because of the low differentiation level among
airlines. Etihad should, therefore, try to separate
itself from its competitors by developing or
investing in products which are technologically
superior, like supersonic planes, as this will also
lower threats of new entrants and substitutes,
and the power of its suppliers even more,
thereafter, possibly reducing its costs as well.
Besides this, its recent losses can be attributed to
its investment strategy which went into
struggling airlines, which should, thus, prompt
it to forge partnerships with better carriers in
the future. Another future scenario that should
be kept in mind is the biased inference that
terrorist attacks by people of Arab or South
Asian descent have on how people view Etihad.
It should then adjust its marketing strategies to
highlight its unique resources and competencies
to take the attention away from negative
implications. In short, an overall review of how
it conducts its business in an industry with a
moderately high competitive rivalry and
supplier power as well as its social, political and
technological environments will aid in the better

utilization and development of its competitive
advantages, filling in its strategic gap (Kotabe
and Helsen, 2010; Johnson et al, 2013; Strategic
Direction, 2015; Powley and Kerr, 2017; Zhang,
2017; Banke, 2018).

Emirates NBD’s competencies, similarly, should
be identified so that these can be measured
against the opportunities and threats in its
environments. For instance, the company’s
mission of “making its customers’ lives simpler”
translates into how it nurtures a positive
atmosphere where teamwork is encouraged,
integrating strategy and culture successfully
(ENBD, 2018c). ENBD, further, excels in its
management from its board of directors, who
come up with its overall strategy, to its various
committee members, who ensure that operations
conform according to what was planned
(ENBD, 2018e). The efficiency in its management
is demonstrated by the success of all its other
departments, such as its marketing via social
media which has earned accolades (The
Malaysian Reserve, 2017), its attractiveness to
investors due its massive asset value (ENBD,
2018a), the smoothness of its operations as
shown by its number one ranking in the UAE
(Brand Finance, 2018). Having a lot of strengths
implies that ENBD has enough resources and is
capable enough to conquer the banking industry
along with other environmental factors (David,
2013).

The capabilities and resources mentioned are
employed successfully by Emirates NBD through
its business and corporate strategies. To illustrate,
differentiation in some of its banking packages
enables it to charge a higher minimum balance
whereas a hybrid strategy of high perceived
differentiation combined with having an
account with no minimum balance, is
implemented in its youth offering (ENBD,
2018d). Paying attention to its social

Strategic Effectiveness of Selected organizations in UAE:
Cases of Etihad Airways and Emirates NBD Bank
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environment enabled that market development
by reaching a customer segment that did not
have an easy access to banking before. The
sustainability of the hybrid strategy is possible
due the banking group’s secure cost advantage,
achieved by the high amount of output in
contrast to its operations as customer
transactions are mostly done online through
complementary services, such as first of its kind
digital lifestyle banking app “Liv.”, which is
another way it differentiates itself from its
competitors (Liv., 2018). Developing more
financial services is also a key part of its strategy
as it had expanded into private, priority,
corporate and wholesale banking (ENBD,
2018a). Moreover, a cooperative strategy abroad
is exercised through mergers and acquisitions
with companies in economically sound
countries, developing its market even more, in
addition to its specialized banking packages
(Kassem, 2016; Coskun et al, 2018). Emirates
NBD is proof that capitalizing on one’s
competencies leads to a quality that is recognized
globally (Johnson et al, 2013; Forbes, 2017b;
Brand Finance, 2018).

Conclusion:

In brief, strategic management requires both a
big picture and detailed view of an organization.
That is, both external and internal analyses are
important in order to formulate or adapt
strategies that brings out a firm’s full potential.
Etihad Airways, in this manner, has shown how
well-meaning plans can go wrong if not
evaluated through its place in its industry and
the wider lens of its macro environment as well.
Emirates NBD, on the contrary, demonstrates
that success can be achieved if the foundational
values and goals of an organization are clear,
and their implementation carefully monitored.
Hence, managers need to understand the gravity
that strategic decisions and practices have on a
company’s prosperity.
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