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Management summary

The Case organisation group consists out of thtestnbss units and over the years the
company developed into a first-tier supplier in g@miconductor, medical and defence
industry. With the acquisition of DEF and GHI Casganisation gained economies of
scale and they grew out to an important link in sheply chain of their customers. With
the acquisition of DEF and GHI Case organisatioso afjains access to a lot more
competences than they originally had. This bringseCorganisation at an intersection
where they have to decide which competences are airmat which competences are non-
core. This research has been executed in ordervi® & better insight in the core
competence problem and also to provide some recotatiens how the competences of
Case organisation could be managed.

An extensive literature research was performedetoagbetter understanding of the main
concepts of this paper: ‘core competences’ andddyn capabilities’. The first refers to
what the unique strengths of the organisation acethat could help to gain competitive
advantage. The latter refers to actions that shbelthken by the organisation to respond
timely to changes in the business environment andake decisions to adapt the
competences of the organisation towards the chandke environment.

To identify the core competences and dynamic céipabiof the Case organisation Group
a structured methodology was created based onitératlire review. This research also
shows that nothing has done over the years withctimpetences of Case organisation.
There are no managers dedicated to manage thecoomgetences and until today Case
organisation has a lot of competences of which sameecore but also a few non-core
competences.

The lack of follow up activities was also visiblehan the methodology was used to
identify dynamic capabilities at Case organisatiohis research shows that there are no
embedded routines used by Case organisation tonmdgpnely to changes in the business
environment and that nothing has been done to atf@ptcore) competences to this
changing business environment. There are somenssutiprocesses that are used to collect
information about the business environment butelags not purposeful actions.

Now Case organisation has grew out to a reason@blg& it is needed to perform
purposeful actions on a regular basis. Employeesldhbe dedicated in doing this so the
competence base of Case organisation is alwayso ugatie and Case organisation is

capable of sustaining their current competitiveaadage over their competitors.



At last this research also contributes in variousysvto the science. It provides a
comprehensive literature review on the subject ofeccompetences and dynamic
capabilities. This literature review can serve agaating point for scholars who want to
take future research on these subjects. The prdpgisectured methodology can also be
used by scholars and practitioners to identify aampetences and dynamic capabilities
inside case organisations. Third this research shdowat the possession of core
competences will not result in a competitive adagetby itself. Core competences should
be managed on a regular basis and adapted if regets the changing business
environment. Finally this research shows that thisrea relation between dynamic
capabilities and core competences. Dynamic capiabiliare the means by which a

company can manage their competence base.
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1. Introduction: core competences and dynamic capdliiies as two important
gualifiers for the competitive advantage of a firm

According to Prahalad & Hamel (1990) an organisatiould be described as a large tree.
“The trunk and major limbs are core products, ttmalger branches are business units; the
leaves flowers, and fruit are end products. The system that provides nourishment,
sustenance, and stability is the core competehde”are the core competences of a
company that represent the distinguishing charaties of a company. These core
competences are build up out of the resources apabdities of a company.

In the current fast moving business environments ¢hvironment of a company is
characterised by “dispersion in the geographical amganisational sources of innovation
and manufacturing®.In this business environment a firm's competitvantage is based
on more than possessing some unique assets ancetamogs (resources). Firms should
also be able to adapt their unique assets and denges to the changing business
environment. The means by which a firm can recamégheir competences, to answer the
changing business environment, are also called rdyn&apabilities: These dynamic
capabilities are routines / processes used by gangation to scan the business
environment and to change if necessary the competemse of the organisation.

This research will provide insight in the existiliggrature about core competences and
dynamic capabilities and will formulate a structiireethodology, based on this literature
review, which could be used to identify core corepees and dynamic capabilities inside
an organisation. This methodology will also beddsin a case study at a SME. Before
presenting the theoretical framework about the main concepts of this paper, (core)
competences and dynamic capabilities, an introdadtito the case organisation will be

given.

! Prahalad & Hamel (1990), p. 82.

% Teece et al. (2007), p. 1319.

® Teece et al. (1997), p. 516; Leiponen (1997),; fEiSenhardt & Martin (2000), p. 1107; Zollo &
Winter (2002), p. 340; Teece (2007), p. 1319-1320.
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1.1 Introduction to Case organisation: a multi-disglinary first-tier supplier of
special components and complex assemblies

In 0000 the Case organisation was founded as al sowing factory. In 0000 Case
organisation hired its first employee Jan Jans®enthe ' of January 0000 he continued
the company.

Over the years Case organisation changed from H shbng factory to a company with
expertise in manufacturing. In 0000 there was arotihange in management and from
then Case organisation could be characterizedsbgnitrepreneurial vision. ‘Less is more’
became the new slogan of the company. Case orgjanigpoes on where others stop, by
showing solutions that nobody considered possiyemoving technological limits and

redefining perfectiof.

With the acquisition of *** DEF in *** and a mechaal department of *** in 0000, Case
organisation became a first-tier supplier to kegypts in the market. Case organisation as
a group is serving multiple markets, including gmmiconductor, optical and medical
industry. Over the years Case organisation devdlop® a high-tech, system supplier
with the ability to build complex mechatronic syste for its Original Equipment
Manufacturer (OEM) customers. Special componems, af the most valuable parts of
these complex systems, became Case organisatipesally. Since Case organisation
does not produce and sell an own product but messttyi-finished products, therefore they

depend strongly on the demand of their custorhers.

Case organisation ABC

Case organisation (ABC) represents the foundatidheoCase organisation Group. Case
organisation ABC is producing fine products up ttokerance of one micron and is also
assembling complex modules. ABC could be charaddrby its entrepreneurial vision:

they invest in their customers and accept challefigen their customers.

Where most companies specialise in only a few nmaadpicapabilities, Case organisation
ABC possesses a lot of machining capabilities umther roof. Therefore they are able to

perform many stages of the production process us@o

* ‘Less is more’ (21-11-12), www.case organisatiooeg.com; Introductieboekje Case

organisation (2010); Jaarverslag Case organisBtign2011.
> Introductieboekje Case organisation (2010); Jaskag Case organisation B.V. 2011.
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Case organisation DEF

Case organisation DEF (DEF) is a former businessairt**. In *** they were taken
over by Case organisation ABC. DEF is specialisethe production of tooling for the
manufacturing of ***. In addition to the deliverynd maintenance of this complex tooling,
Case organisation DEF also serves several OEMaghout Europe.

DEF is able to machine exotic materials, like platn, ceramics and hard alloys.

Because of the fact DEF is mainly active in theoragystems industry they have
experience with special machining. Actually theyvénamore trouble working with
materials on a less precise tolerance. One ofitmctive capabilities of DEF is that they,
just like ABC, have a lot of machining capabilitiemder one roof: grinding, milling,
sparking and turning are some examples of thesabddgs. DEF also has excellent
measurement skills; they not only can measure them special products, but are also
measuring products of competitors for their cust@ane

Case organisation (GHI)

GHI was a business unit of *** a large player Ime t*** industry and was taken over by
the Case organisation Group in *** Because of thastory they are specialised in
producing goods for the industry, and in particdiar installations. In the time GHI was a
business unit of they not only produced componentmstallations but also assembled
those installations. As a result Case organisatgiil is specialised in assembling
mechatronic modules and the producing of light-Wweigomponents, an important
condition in the industry.

Because GHI is building complete modules they pssadot of different technologies that

are used for the assembly of those complete modules

1.2 Problem statement:‘'what are the core competences of Case organisaton how

do dynamic capabilities contribute to the realisati of these core competences?’

The aim of this research is to analyse the corepepemces of the Case organisation Group
and the possible use of dynamic capabilities to aganthese competences. Core

competence is a widely used term in strategic mamagt and human resource

® Www.case organisation-groep.com (21-11-2012 / ®P@13).



12

management. Since core competences can be a source of coimpeditlvantage it is

interesting for an organisation to be aware oféhmsmnpetences.

According empirical findings dynamic capabilitiesdirectly influence organisational
performancé. These dynamic capabilities are not a source ofpetitive advantage by
themselves, but because they are used to combtheeaew firm-specific competences
they are important tools for improving firm perfaance’

Based on the above two concepts the problem statevhéhis thesis is:

What are the core competences of Case organisadod how do dynamic capabilitie

[72)

contribute to the realisation of these core competes?

The problem statement will be answered using sévesaarch questions. These research

guestions will be discussed below.

Research questions
The focus in this research is on core competenue@signamic capabilities. The definition
of these two concepts can simply be described. Maegesting is their contribution to the

competitive advantage of a company. The first netequestion of this paper therefore is:

How do core competences contribute to a compangmpetitive advantage?

In order to analyse the distinguishing charactedgsbf the Case organisation Group
several methods for identifying core competencdk v discussed in order to come up
with a structured methodology for identifying a quany’s key cornerstones. The second
guestion will help in order to come up with sucstiaictured method.

How could core competences be identified withinargpany?

" Chen & Chang (2011), p. 5738.
® Protogerou et al. (2005), p. 2.
° Protogerou et al. (2011), p. 638-639.
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The structured methodology for identifying core gatences that was formulated based
on theoretical insights will be applied to the casganisation in order to identify the core

competences of the Case organisation Group. Tdrerdfie third research question will

be:

What are the core competences of the Case orgaiusabroup?

Now the first concept of this thesis is clarifigbde focus can be on dynamic capabilities
and their relationship with core competences. Sitiee is little empirical research

available about dynamic capabilities, theoreticesearch will be used to map the
relationship between core competences and dynaapabdlities:

What is the contribution of dynamic capabilities iTmanaging a company’s cor

D

competences?

In order to see if there is a relationship betwdlem core competences of the case
organisation and the possible dynamic capabilitiest are present inside the case
organisation again a structured methodology will foemulated to identify dynamic
capabilities inside an organisation. This methogyplthen will be used to identify possible
dynamic capabilities inside the Case organisaticou@:

Are dynamic capabilities used within the Case orgsation Group and what is theif
relation with the core competences of the Case arigation Group?

Table 1 below gives a structured overview of thebpgm statement (PS) and research
questions (RQ).

PS. What are the core competences of Case organisand how do dynami

(@)

capabilities contribute to the realisation of theeee competences?

RQ 1.| How do core competences contribute to a cagip&ompetitive advantage?
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RQ 2.| How could core competences be identifiediwighcompany?

RQ 3.| What are the core competencies of the Cammization Group?

RQ 4.| What could be the contribution of dynamicatafities in managing a companyf's

core competences?

RQ 5.| Are dynamic capabilities used within the Casganisation Group and what |is

their relation with the core competences of theeGaganisation Group?

Table 1: Overview of the problem statement and resech questions

1.3 Thesis structure: a theoretical framework as th solid foundation to analyse the
core competences and dynamic capabilities of Caseganisation

So far the outline of Case organisation has beesngiAlso the problem statement and the
corresponding research questions have been disculss¢he next sections answers to
these research questions will be provided by atepth analysis of the two keywords of
this article: core competences and dynamic capiaisili

In the section that follows on this theoretical tptre research methodology will be
discussed. What data collection methods have besad wo collect the necessary
information for the empirical part of this study?

In the chapter with the results of this research tore competences of the Case
organisation Group and the possible use of dynaocaipabilities to manage these
competences will be discussed here.

This paper will end with some conclusions and managimplications. Also limitations
of this research and suggestions for further rebeaill be presented in this last section.
Figure 2 below represents an overview of the stinecbf this thesis and the stages of

research.
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Preliminary stage Fieldwork and analysis stage Conclusion stage

Drawing
conclusion
R o
_ Extensive Conduct case . % 2 £ 9
literature study study o % § 3
A
Managerial
implications

Figure 1: Research stages. Source: based on Noo0(38), p. 1603



16

2. Core competences as the starting point for susteed competitive advantage

2.1 Defining a business strategy: from an outsideriapproach towards an inside-out
approach

The focus in this chapter is on core competencésravdoes it come from and what does
it stand for. The current external environment adsinorganisations is characterised by
high competitiveness. In order to attain compedit@dvantage organisations need to
respond quickly to changes in the environmentanange in customer dematfd.

It is only since the 1960’s that it was common doganisations to address explicitly the
question of what their strategy should be. Fronm the, strategy has been studied, taught,
and discussed by researchErsSeveral theories have been developed about how a
company should build a specific strategy to devetompetitive advantage. A firm’s
strategy is about affecting the overall activit@fsan organisation in ways to make the
organisation a winner. Strategy is the key to saivin fierce competitio? Strategy can
be considered as the engine to achieve competitivantage.

There is not much consensus in literature about toolwild a firm’s strategy. Should the
focus be on the external environment of a compangrothe internal strengths of the
company? There is agreement that a company shoatdhnits internal strengths with
external opportunities but the way to do this haanged over the years. Whereas three
decades ago the general tendency was that organsashould adapt to external
opportunities, nowadays there should be an insideapproach. Organisations should
build on their own strengths to build competitivdvantage.

The dominant views in literature are the marketebasew and the resource-based view.
The core competence view, central in this reseascllerived from the resource-based
view. These three insights will be discussed is tiiapter and the core competence view,

as the cornerstone for defining a business stratedybe elaborated thoroughly.

19 Gebauer (2011), p. 1239; Agha et al. (2012), B. 19
! Kay (1993), p. 6.
2 Drejer (2002), p. 17.
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There are researchers who consider the dynamicbititéypaapproach as an isolated
approach for defining a business strat&in this thesis however dynamic capabilities and
core competences are seen as two interacting mieof&nin the next chapter more

information about the dynamic capability concept & provided.

In this chapter the words competitive advantage sarsfained competitive advantage are
repeatedly mentioned. Before explaining the wheyatbof core competences these two

concepts will be explained below:

Competitive advantage
Competitive advantage (CA) occurs when a resouraapability (or set of resources and
capabilities) creates relatively more value thampgarable resources and capabilities of

competing organizations.

Sustained competitive advantage
A long term competitive advantage that could noeasily duplicated or outperformed by

the competitors gives a firm sustained competititeantage (SCAY

2.1.1 Porter and his competitive forces approach: xploit industry’s structural
characteristics to create product market positions

In his 1980 publication Porter mentioned five cofitpe forces that are the determinants
of business profit. These are not only competiwin® could be a danger for the profit of
an organisation, but also customers, suppliergnpad entrants and substitute products.
These five competitive forces are represented snfdamous Five Forces Model and these

are the forces that create rivalry within indusirfe

3 Hafeez et al. (2002), p. 29.

“Barney (1991), p. 102; Helfat et al. (2007), p1.12
> Barney (1991), p. 102; Helfat et al. (2007), p1.12
'® porter (1980), p. 186 - 187 ; Porter (2008), p. 79
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According this Five Forces Model of Porter a compaould look at the strongest
competitive forces, because these forces deterthmeorofitability of an industry. This
also means that those strongest forces are the mmpstrtant when the company is
formulating a strategy. The operations strategy of a company is following directions
set by an industry’s market, and that is wherertame, market-based view, is coming
from.!® For instance, if the threat of new entrants isgtrengest force, incumbent firms
can choose for a low-price strategy. When incumlifiems keep low profit ratios on their
products, it is less attractive for new entrantsrter the market.

“The market-based view considers operations asfeqily adjustable system focused to
successfully follow the rules dictated by markétsPorter's competitive forces approach
views strategy as creating product market posifiomkich are based on industry’s
structural characteristics.

Critics however mention that the competitive forgemswy provides little insight about the
process by which a firm’s strategy can contribatéhe future of the firm. It is a useful
theory to explain a firm’s current competitive adtage, but not for defining a strategy
about how to create competitive advantage in therdéd In Porter's view the focus was
on structure-performance-paradigms and determiradriten performance could be found
outside the firm. The Resource-Based View (RBV) wgainst this view and explicitly
looks for the internal sources of sustained conigetadvantage and tries to explain why
firms in the same industry might differ in perfomnea. In the next section of this chapter
the RBV will be explained more thoroughly. The RBY not replacing the outside-in
approach but actually complement&’ithe RBV wonders why firms in the same industry
differ in profitability.

" Porter (2008), p. 80.

'8 Gagnon (1999), p. 125.

9 Gagnon (1999), p. 125-126.

2 Fowler et al. (2000), p. 358.

L Fowler et al. (2000), p. 357.

22 Kraaijenbrink et al. (2010), p. 350.
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2.1.2 The Resource-Based View: resources as the r8tey point for sustained
competitive advantage

Using the Five Forces Model of Porter, Wernerfekdianother approach to look at firms.
He looked at firms in terms of their resources adaating point for defining a business
strategy instead of looking at firms in terms odithproducts. Wernerfelt argued that the
resource-perspective would throw a different lighon strategic options for businesées.

In his 1986 article Barney argued that the envirental analysis (e.g. Porter, 1980 / 1985)
is a publicly available method for analysing thenfs environment and that firms who are
using this methodology to collect information abdlk same environment will get the
same informatio? This means that those firms will draw conclusi@®ut potential
strategies on the same information and therefagestrategies will probably show many
similarities. Barney proposes that firms shoulehtumwvards and analyse information about
the assets a firm already controls. If these assetkl be used for implementing potential
valuable product market strategies and if compdtmgs do not control similar assets they
can be a source of competitive advantagehis insight is just one of many that argue that
resources can be a source of sustained compedttiventage for firms and the RBV is a
dominant theory in literatur®. The underlying assumption on which the RBV of fine

Is based is that resources are heterogeneous acgasssations and that this heterogeneity
can sustain over tinfe.

Researchers no longer considered external forcéiseasource for competitive advantage
but started viewing a firm’s resources as a wayathieve sustained competitive
advantagé® Resources are potential sources of competitivargtdge if they possess four
characteristics: valuable, rare, inimitable and -sobstitutable (VRINY® Except these

VRIN characteristics there should also be an apjatsorganisation in placg.

2 Wernerfelt (1984, p. 179.

4 Barney (1986), p. 1238.

%> Barney (1986), p. 1239; Dierickx & Cool (1989),1509-1510; Grant (1991), p. 133.
6 Newbert (2007), p. 121.

2" Ambrosini & Bowman (2009), p. 29.

8 Barney (1991), p. 105; Srivastava (2005), p.50.

? Barney (1991), p. 105-106.

% Barney (1995), p. 56.
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Valuable The resource should contribute to a fireffgciency or effectiveness
Rare The resource is not widely held by competitors

Inimitable The resource cannot be easily replicatedompetitors
Non-substitutable | Other resources cannot easity fiaé same function

Table 2: VRIN resources. Source: based on Barney 921), p. 105-106; Priem &
Butler (2001), p.25.

The characteristics mentioned above are necesbatynot sufficient conditions for
sustained competitive advantayelf a resource possesses the first two charadtevist
(valuable & rare) it can be a source of competitilvantage. When the resource also
possesses the other two characteristics (inimit&bien-substitutable) it can even provide
the firm a sustained competitive advantage. Inrhéwe core competences of a firm also
should be valuable, rare, inimitable and non-sulisble. Therefore these VRIN
characteristics will be used as a last test toikdlee identified competences of Case
organisation are really core competences and it ie sustained competitive advantage
or that they are just minor competences.

Although the RBV is a dominant theory in literatihere is also some criticism. Already
in 2001 there were researchers who doubted theilnsst of the RBV as a theory of
strategy and organisatidh. This is also one of the major criticisms mentioney
Kraaijenbrink et af® Except this major criticism of the RBV Kraaijentki et al. also

mention two other major criticisms:

VRIN/O is neither necessary nor sufficient for SCA

The VRIN/O criteria are not always necessary antlaiways sufficient to explain the
SCA of a firm. The not sufficient criticism is baken the lack of empirical support for the
RBV. Empirical research has generated only modgspat, so this means other factors
must be considered when explaining the SCA ofra.finother criticism is that the RBV
is too focused on the value of an individual reseumnstead of the fact that synergy

between resources of a firm also can contribute@dé. Kraaijenbrink et al. also highlight

! Priem & Butler (2001), p.25.
%2 Priem & Butler (2001a), p. 34; Priem & Butler (2M), p. 64.
% Kraaijenbrink et al. (2010), p. 356.
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the criticism that the RBV does not sufficientlognize the role of individual judgments

and mental models of entrepreneurs and managers.

The definition of resource is unworkable

The definition of a resource is all inclusive. OWlee years many definitions of resource as
a concept were given. But this leads to the faat éverything that is strategically useful
for a firm could be called a resource. This medwas eéverything that could cause SCA is
in definition a resource. The RBV also does not enaldistinction between resources that
are inputs to the firm and the resources that enatglanisations to handle those resources.
These last types of resources are also called diieab and these capabilities will be
discussed in the next chapter. Last but not leaspite of the fact that the RBV recognises
different types of resources (physical capital, huncapital and organisational capital) it
treats them in the same way.

Kraaijenbrink et al. concluded that the RBV could & central theory of SCA but only if
they reconsider the fundamentals of the RBV (resmand value). The main difference
between the RBV and the core competences viewaistlhins last view is more applicable
as a central theory of SCA because it does losyaérgy between the resources of a firm.
The core competences view also add up on the RB3AuUse they are not calling
everything a resource likes the RBV does. In thet reection of this paper the core
competences view will be explained thoroughly. TWwik show that the core competence

view can counter the major critiques mentioned lbgafenbrink et al. (2010)

% Kraaijenbrink et al. (2010), p. 356.
% Kraaijenbrink et al. (2010), p. 358-359.
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2.2 Core competences: a continuation of the RBV butith the emphasis on the
identification of the specific assets of a firm thi provide differentiation from
competitors

The concept of core competences evolved from the BBthe firm that emphasised that
SCA of a firm rests on the firm’s possession of MRésources. In their influential article
in the Harvard Business Review, Prahalad & Hamgl@rthat competitive advantage is
not caused by unique resources but by the core etamges of a firm. According Prahalad
& Hamel the core competences are the collectivenieg in the organisation; the ability to
coordinate diverse production skills and integratétiple streams of technologi&3in the
long run competitive advantage is derived in thiitgalof the management to transfer the
diverse production skills and corporate wide tedbgies in competences that create
(radical) new product?.

Other researchers have elaborated further on #figiton of Prahalad & Hamel and
described a core competence as: something thatsaldofirm to satisfy a key-success
factor of its business better than its competiforskills and areas of knowledge that are
shared across business units and result from tagration and harmonisation of strategic
business unit (SBU) competenc&s™those capabilities that permit the firm to make
best response to market opportunitfésir a dynamic learned resoutteThe definitions
just mentioned are one of many that are availablditerature. Besides these several
definitions there is also no consensus about theeqat core competences. Researchers call
them core capabilitié§ distinctive competencé$ firm-specific competenéé and many
more concepts, to describe more or less the same.

There seems to be no unified explanation of whedtra competence is, but there is one

thing researchers agree about and that is that comgpetences can be a source of

% Prahalad & Hamel (1990), p. 82; Prahalad (199335p

" Prahalad & Hamel (1990), p. 81; Tampoe (19945%.

% Very (1993), p. 87.

% Javidan (1998), p. 62.

‘0 Kogut & Kulatilaka (2001), p. 744.

! Srivastava (2005), p. 49.

2 Leonard-Barton (1992), p. 111.

3 Snow & Hrebiniak (1980), p. 317; Hitt & Ireland9@5), p. 274.
“ Pavitt (1991), p. 42-43.
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competitive advantage for companies. In this paperterm core competence will be used
with the following definition:

‘A core competence is a configuration of fundamlemtspects of a company, like
resources, skills, knowledge and abilities and fohe basis for firm-specific competitive
advantage’.

In summary this means that, starting with firm’saerces, these resources result in
capabilities. Some capabilities add more valudéoliusiness objectives of a firm and thus
this result in a list of key capabilities. These kapabilities or competences of the firm or
SBU will result in core competences that set thmgany apart from its competitors.

Figure two below shows a simplified representataérhow the core competences of a

company are built up

Core
competencies

Firm’s resources » Capabilities Key capabilities

Figure 2: Simplified architecture of the core comptencies of a firm

Since the 1990s the core competence concept lisstinfluential management concept;
however it is in its downswin. The products and services of an organisation asedon
the core competences of the firm. These core campes are not diminishing over time
unlike the physical assets of a comp&hy critique on the RBV was that is has not
adequately explained how and why firms have CAituasions of rapid and unpredictable
change®’

Core competences give an organisation the abibtydifferentiate themselves from
competitors and can be used to react on changdbkeirexternal environment of an
organisation. As such these core competences atee diasis of unique value creating
strategies that address specific markets and cessoim distinctive ways, and so lead to
competitive advantage. To generate new value-cigatirategies these competences have

to be managed and nurtured. Core competences epged from organisational learning

> Rigby & Bilodeau (2009), p. 3; Nicolai & Dautwi2@10), p. 877.
“® Prahalad & Hamel (1990), p. 82.
" Eisenhardt & Martin (2000), p. 1106.
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and to be effective these competences cannot restaiic; competences must be
continually evolving and changing via continuouganisational learninf’

These processes of organisational learning concegts also be found in dynamic
capabilities. Dynamic capabilities are the orgatosal and strategic routines by which
managers can manage those competences. This rhaatiset dynamic capabilities are the
drivers behind the creation, evolution, and recoration of (core) competences into new
sources of competitive advantatjeThis dynamic capabilities concept however will be

discussed further in the next chapter.

2.3 A core competence as a double edged sword: tlanger of a core competence
becoming a core rigidity

In the above sections the bright side of core caenues has been discussed. However the
core competences view is not just a solid basisafarompany to achieve sustained
competitive advantage. Managers stand for thecdiffitask to find a balance between the
need to leverage competences for today and thdreeggnt to build competences for
tomorrow>°

Core competences differentiate a company stratigead central in the core competence
view is that the firm matters. Core competencestdag considered as static because
managers should be able to manage a company’'scoorpetences in today’s fluctuating
markets. Competence building and competence lenveyagye two important concepts
here. Competence building is a process wherebyngany faces changes in its existing
stock of competences, including new abilities teoodinate and deploy new or existing
competences in such a way that it helps the comparachieve its goals. Competence
leveraging is the applying of the existing compe&snof a firm to current or new market
opportunities in such a way that there is no needhfe accumulation of new or modified
competences:

This means that an important issue of the strategicagement is to address when and
how a firm should renew a core competence. This doé mean that core competences

should be completely abandoned but small changéireconfigurations of core

8 Prahalad & Hamel (1990), p.82; Lei et al. (1996)550.
9 Eisenhardt & Martin (2000), p. 1107.

*° O’Driscoll et al. (2001), p. 73.

*l Sanchez et al. (1996), p. 8.
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competences might sometimes be enough to meeh#émgimg markets. However when a
company is focused too much on its current corepatences these competences can
become rigidities. Configurations of competences served the company well in the past,
may be still appropriate for some projects, bub @lsuld inhibit innovative progress and
thus become a competence ‘trapPractice that leads to success in the past ddes no
necessary lead to future successes.

This means that a core competence could be seeed@sble-edged sword: “neglect it and
you forgo an important source of competitive adaget hold on to it too long and you
incur a strategic opportunity cost.

Managers are usually responsible for managingdbie] competences of the organisation.
They often don’t see what is changing or do ngboesd in time to such changes. One of
the reasons is that however data with referentieetchanging environment is available,
managers choose to ignore this d4ta.

Over time there are many examples of companiessuffered a great loss in market share
or sales because of mismanagement. Ignoring thegehia a company’s environment can
have large consequences. As noted above managgrarpimportant role in the process

of managing a company’s (core) competences. Theg tuasearch and review threats and
opportunities in their environment continuouslymake sure their (core) competences stay
up-to-date. The theory of competence-based cormpehtis drawn a considerable amount
of attention from both academics and managersullpéxploit the business opportunities
and resist environmental threats it is essentatlfihms should understand the portfolio of
their competences.In order to maintain, nurture and further devedogpmpany’s key
assets and associated competences they shouldeoostsourcing decisions or the
formation of strategic alliancé8 Search, selection and reconfiguring are critispleats of
dynamic capabilities so this means that in dynamackets dynamic capabilities can
contribute in managing a company’s competencesrdleeof dynamic capabilities, their
definition and relationship with core competencdtslve discussed in the next chapter.

°2 Leonard-Barton (1992), p. 118.

>3 See Boisot et al. (1997), p 67 cited accordin@'@riscoll et al. (2001), p. 75.
> Helfat et al. (2007), p. 49.

*° Hafeez et al. (2007), p. 3592.

*® Hafeez et al. (2007), p. 3607.
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2.4 Conclusion: the contribution of core competenseto a company’s competitive
advantage

Based on the previous literature review it is nasgible to provide an answer to the first
research questionhow do core competences contribute to a compangiapetitive
advantag@

So far the change in business strategy, from aside#n approach towards an inside-out
approach has been discussétde RBV looked at firms in terms of their resourdkat
should be valuable, rare, inimitable and not eas)substitute. These resources were
heterogeneous across organisations and this heterityg could sustain over time.

The core competence literature, as a continuatitineoRBV, did not look at organisations
in terms of their unique resources but emphasisatidombinations of those resources of
organisations were responsible for an organisatioompetitive advantage. Discussing the
core-competence literature, central in this reseaicowed that until today there seems no
one unified definition about the concept. Howeuvesaems like all the researchers are
talking about the similar thing, they use differar@nceptions and explanations of the
concept. All these explanations do have one thimgcommon and that is that core
competences are those distinctive characteristiescompany that ensure a high level of
productivity for the company itself and bring vakeethe end customer.

It is obvious that awareness of their core compmtetan help organisations in achieving
and sustaining competitive advantage. The mosgtdiffpart however is the identification
of the core competences itself. All the differemqginions about the core competence
concept do not help managers to identify their camyis core competences. Some
researchers view core competences as combinatfomsrely organisational capabilities,
while others also think that the individual capgig$ of a company play an important role
and core competences are a combination of orgamsatand individual capabilitie¥.
Another problem is that there is still no unifiecettimodology for identifying the unique
combinations of a company’s fundamental aspects.

Referring however to the title of this section ahd already discussed core competence
literature we can conclude that there is enougliesde that core competences can
improve competitive advantage and organisationafopeance>® Managers however
cannot lean back after determining their comparmgse competences, because in the

" Chen & Chang (2011), p. 5743.
8 Agha et al. (2012), p. 198.
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current dynamic business environments these competehave to be managed from time
to time to respond to actual changes in the busieesironment. Staring blind on the
current core competences can result in a loss mipetitive advantage or organisational

performance.
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3 Environmental dynamism and the need for continuos development of a firm’s core

competences

3.1 Environmental dynamism: changing environments d their influence on
(sustained) competitive advantage

By environmental dynamism researchers refer toatmeunt of uncertainty that results
from the external environment of a companince the 1990s companies are struggling
on a continuous basis with the competitive envirentrthey are operating in. Changing
customer demands and (fast) changing technologiese fcompanies to continuously
adapt, renew, reconfigure and re-create their ressuand capabilities to survive among
competitor® Environmental dynamism is an important factor beesof its influence on
the relationship between a variety of firm-levehstucts and firm performané& This
means that environmental dynamism does have act effiethe performance of a firm.

It is not only the external environment that needi®ention to sustain organisational
performance but also the internal environment ofiren does influence a firm’s
performance.

In static competitive environments a firm’s intdrimasources would be sufficient to
maintain a competitive position. However in the ngiebal economy those in-house
capabilities are not enough for a firm to competthwhe best? Firms need unique and
hard to imitate dynamic capabilities. These cajtedsl enable a firm to continuously
renew, reallocate, rejuvenate, and redefine thaiuable resources synchronously with
environmental changé&3. Dynamic capabilites are supported by speciabsati
decentralisation, responsiveness, lack of formiaisgto some degree) and flexibility.
Because organisational structures could be chaifigextessary the focus in this paper is
on the contribution of dynamic capabilities to mg@ahe firm’s unique and important
assets. As discussed in the previous chapter #ess#s, or configurations of these assets,
can form the (core) competences of an organisation.

In this chapter the influence of dynamic capaleiiton core competences and thus on the
competitiveness of an organisation is central. \dnatdynamic capabilities; where could

%9 Baum & Wally (2003), p. 1110.

® Wang & Ahmed (2007), p. 31.

®l Garg et al. (2003), p. 727.

®2 Onyeiwu (2003), p.58.

® Teece (2007), p. 1319; Ketkar & Sett (2010), 75.1
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they be used for and what is the relationship betwdynamic capabilities and core
competences are all questions that will be answiertds chapter.

3.2 Dynamic capabilities as the enablers for a compy to respond to changes in the
business environment

The RBV and the core competence view as an opesdiation of the RBV consider
resources as heterogeneous across organisation$BV theory explains how firms can
achieve (sustained) competitive advantage in dmititn ®* The RBV however is a static
view. The theory points to the value of VRIN resms, but does not specifically address
how these resources could be changed or adapted ahanging environmefit.

In the influential 1997 article of Teece et al.ythmirpose an approach that is “especially
relevant in the Schumpeterian world of innovati@sdd competition, price/performance
rivalry, increasing returns, and the creative desion of existing competence® In order

to adapt to the rapidly changing environment firsh®uld use dynamic capabilities that
have the ability to integrate, build, and reconfeginternal and external competentes.
Over the years several other definitions of dynaoapabilities have been given. Some
examples are:

* “The firm’s processes that use resources — spatiifithe processes to integrate,
reconfigure, gain and release resources — to matuah even create market
change.%®

* “A dynamic capability is a learned and stable pattaf collective activity through
which the organisation systematically generatesmadifies its operating routines
in pursuit of improved effectivenes®”

 “The abilities to reconfigure a firm's resourcesdaroutines in the manner

envisioned and deemed appropriate by its prinapaision-maker(s)™

® Ambrosini & Bowman (2009), p. 29; Lockett el &2009), p. 11.

® Priem & Butler (2001a), p. 33; Ambrosini & Bowmg&2009), p. 11.
® Teece et al. (1997), p. 509.

" Teece et al. (1997), p. 516.

® Eisenhardt & Martin (2000), p. 1107.

% Zollo & Winter (2002), p. 340.

0 Zahra et al. (2006), p. 918.
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* “The capacity of an organisation to purposefullgate, extend, or modify its
resource base’™
* “Dynamic capabilities directly impact the resoubase of the firm, which in turn is

the source of the firm’s competitive advantaffe”.

The above definitions show that there is agreemenliterature about the dynamic
capability construct. These definitions and thardigdn of Teece et al. (1997) reflect that
dynamic capabilities are purposeful organisatigmatesses and that their role is to change
the resource base of the organisation. This melaas dynamic capabilities “are the
potential of a firm to systematically solve probknformed by its propensity to sense
opportunities and threats, to make timely and ntaskiented decisions, and to change its
resource base™

As shown above a dynamic capability is not a cdpgabn the RBV sense, a dynamic
capability is not a resource. Capabilities in tlyaaimic capability view are processes that
alter the resource ba$e.

The term dynamic in dynamic capability refers tavhihie resource base is changed in a
dynamic environment by the use of dynamic capaslitit does not refer to environmental
dynamism, because dynamic capabilities can beus®t in relatively stable environments
and in rapid changing environmentsDynamic refers to the fact that the capabilities a
the tools to change or renew the resources.

Another important fact is that literature is dividabout the relationship between dynamic
capabilities and competitive advantd§eSome researchers state there is a specific link
between dynamic capabilities and competitive adagaht, whilst others argue that there is

no direct link between dynamic capabilities and petitive advantagé®

" Helfat et al. (2007), p. 4.

2 Ambrosini & Bowman (2009), p. 43.

3 Barreto (2010), p. 271.

" Ambrosini & Bowman (2009), p. 35.

’® Eisenhardt & Martin (2000), p. 1110; Zollo & Wint€002), p. 340; Protogerou et al. (2011), p.
639.

® Cepeda & Vera (2007), p. 426.

"Teece et al. (1997), p. 515; Lee et al. (20027 34.

'8 Zott (2003), p. 98; Bowman & Ambrosini (2003),293; Helfat et al. (2007), p. 14; Protogerou
et al. (2011), p. 639.
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Because dynamic capabilities are directly linkedhwa firm’s resources and it's the
resources that can lead to (sustainable) competitlvantage this paper considers the link
between dynamic capabilities and competitive adhgatas indirect. This means that
dynamic capabilities are tools that a company c@ta react on changes in the business
environment.

Nowadays the dynamic capabilities concept is oveenty years old? However the
dynamic capability field advanced considerably ¢hare still priorities that could be set
for the future. The field needs clarification ofne® of the concepts that are still open for
different interpretation®’ There should be more research to see how valufriemic
capabilities exactly are for sustaining competitadvantage. Another question here is

what could be the influence of environmental caygimcie<™

3.3 Operational and dynamic capabilities: inconsigncies, overlapping definitions
and outright contradictions

The literature in the field of dynamic capabilities “riddled with inconsistencies,
overlapping definitions, and outright contradic8df* One of the main sources of
confusion is the fact that researchers disagreeutalslynamic capabilities. Some
researchers consider dynamic capabilities as thedkeompetitive advantage while others
even doubt if there are such things as dynamic libgoes. There is also a group of
researchers who think that there is not a diredt between dynamic capabilities and
competitive advantad€. The discussion whether dynamic capabilities daedags not
have a direct impact on firm performance is stilen®® Recent empirical evidence
however suggests that there is an indirect linkvbeh dynamic capabilities and firm

performancé®

" Hafeez et al. (2002), p. 29.

8 Ambrosini & Bowman (2009), p. 46.

8 Ambrosini & Bowman (2009), p. 46; Barreto (2010)277.
82 7ahra et al. (2006), p. 917.

8 Winter (2003), p. 991; Zahra et al. (2006), p..921

% Helfat et al. (2007), p. 113; Helfat & Winter (201p. 1243.
% Protogerou et al. (2011), p. 639.
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Operational capabilities

The indirect link between firm performance and dyi@capabilities can be explained
because of the fact that researchers differentipgational and dynamic capabilities. In
1994 it was Collis who was one of the first reskars that mentioned lower order
capabilities®®

Besides this definition of Collis also other rest@rs mentioned the difference between
operational and dynamic capabilities. However thegd terms like ‘ordinary’ or ‘zero-
level’ capabilities or substantive capabilities describe operational capabiliti®&sAll
these definitions are more or less mentioning ® gsame thing, namely: the means by
which an organisation is ‘earning its livinf Operational capabilities enable a company
to perform activities on an on-going basis by ugimgsame techniques to support existing

products and services for their customers.

Dynamic capabilities and the difference with opema&l capabilities

As mentioned before, dynamic capabilities are asgdional processes with the potential
to solve problems and to make timely decisions lange its resource base. Dynamic
capabilities build, integrate, or reconfigure opieraal capabilities. They do not directly
affect output, but indirect contribute to the outmd the organisation because of their
impact on operational capabiliti&s.

It is the nature of these capabilities that difféi&te operational and dynamic capabilities.
Operational capabilities are non-dynamic and arectkd towards maintaining the status
quo®® Dynamic capabilities on the other hand are dickd¢tevards altering how a firm
earns its living. Dynamic capabilities often hayeedfic purposes and support specific
activities within a particular context and “are nat generic capacity to undertake

change™*

% Collis (1994), p. 194.

8 Winter (2003), p. 991-992; Zahra et al. (2006921
% Cepeda & Vera (2007), p. 426.

% Helfat & Peteraf (2003), p. 999.

% Helfat & Winter (2011), p. 1244.

1 Helfat & Winter (2011), p. 1245.
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This means that dynamic and operational capalsildiffer in their purposes and intended
outcomes but up to today the line between dynamid aperational capabilities is

“unavoidable blurry’??

3.4 Sensing, seizing and reconfiguring capabilitiesthe three general clusters of
dynamic capabilities

According Teece, dynamic capabilities can be dissgaged into three categories: sensing,
seizing and reconfiguring capabiliti&s.

Nowadays researchers still refer to these threegoats, however sometimes they use

other concepts to describe less or more the $ame.

Sensing capabilities

The competitive environments with changing customeeds and the come and go of
technologies are a source of threats and oppaesaridr both incumbent and new entrants
in those business environmefitsThe dynamic environment and potential threat of ne
entrants constitute a risk to the incumbent firlile some emerging market trajectories
could be easily recognised others are difficultigiinguish.

It is important for a company to respond to theaiyits of its environment and this could
mean that a company should reconfigure and tramsforstay competitive. “The ability of

a firm to calibrate the requirements for change taneffectuate the necessary adjustments
depends on the ability to scan the environmergytuate markets and competitors, and to
quickly accomplish reconfiguration ahead of comjuil.*°

Before the firm can accomplish reconfiguratiorsitmportant that they gather information
about the business environment. Téensingcapacity is the ability of a company to scan

and search the business environment for potenfipbmunities and threa®$. Spotting

2 Helfat & Winter (2011), p. 1249.
% Teece (2007), p. 13109.

% Pavlou & El Sawy (2011), p. 243.
% Teece (2007), p. 1322.

% Teece et al. (1997), p. 521.

% Pavlou & El Sawy (2011), p. 243.
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opportunities, identifying opportunities for resgarand development and identifying
customer needs are sensing activitfes.

Some empirical examples of sensing capabilities &i¢ Down-stream-analysis of
customer’s service needs, (2) on-going competiemchmarking and analysis, and (3)

online staff following technological developmentsianew trends?

Seizing capabilities

After new opportunities are sensed, these sensedrtomities must be exploited and
eventual threats should be fended off. In thisesiags important for firms to mobilise the
necessary resources to address an opportunityasapture value from doing $&
Addressing the sensed opportunities by for example products, processes or services
requires investments in development and commesei#in activity. The big issue here is
not when, where, and how much a company shouldsinbeit the company should select
or create a particular business model that defilescommercialisation strategy and
investments priorities™

In the process of selecting or creating a partrdoilsiness model, path-dependent routines,
assets, and strategies could hinder the poterdgialbbusiness. Successes in the past led to
the establishment of ‘best-practice’ processes;qutores, and/or incentives to manage the
existing business. To overcome the ‘path-dependskt of staring blind on existing
routines, rules, and strategies in the processeatiog new business a company depends
on the quality of the enterprise’s routines, decisiules, strategies, and leadership around
evaluating new investment opportunitf@s.

Delineating the business model, selecting decisi@king protocols and committing
(financial) resources to investment opportunitige gractical examples of seizing

capabilities:®®

% Katkalo et al. (2010), p. 1180.

% Ellonen et al. (2009), p. 760; Ellonen et al. @Q®. 760; Gebauer (2011), p. 1242.
1% Teece (2012), p. 1396.

%1 Teece (2007), p. 1326-1327.

192 Teece (2007), p. 1328.

1% Teece (2007), p. 1335; Ellonen et al. (2009)60. 7
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Reconfiguring capabilities

Reconfiguring capabilities enable the company &diga the operational capabilities with
the sensed and seized opportunities. Sensing @idgseapabilities can lead to a boost of
a firm's size and profitability. This boost in sizand profitability will lead to the
augmentation of a firm’s resources and assets.yAtd&eustained profitable growth is the
ability of a firm to recombine and to reconfigurgsats and organisational structures as the
firm grows, and as markets and technologies ch&f{ge.

Knowledge management and co-specialisation areetamnples of dynamic capabilities.
Internal training and teaching for example is acpecal example of knowledge
management as a dynamic capability. Co-speciaisatieans that over time a firm’s
assets become valuable in combination. Co-spesihl@ssets are more valuable in
combination than in isolation. A combination of gioal assets, human resources and tacit
knowledge is an example of a co-specialised a3$es$. combining of valuable assets is
another practical example of a reconfiguring calitgthi®®

3.5 Managing your core competences: dynamic capabiés as the next step for
companies when they are aware of their competences

In this section an answer to the fourth researastijon will be providedwhat could be
the contribution of dynamic capabilities in manage company’s core competences?
Most companies are not aware of their core compegrirheir competences are not only
hidden for their competitors but also for the compdself. This is because most managers
have grown-up with the organisation and taken dt® competences for grant¥§.But
when a company is aware of its core competencgsatee not done yet. As mentioned
before managers should be aware of the fact thating on their core competencies can
lead to the so-called ‘competency tra]lf.Generally spoken there are three actions
managers should consider when monitoring their corapetences: nurture, abandon and
deploy. Successful firms not only know how to dgpleeir core competencies but are also
aware of the dynamic nature of this resouf€e.

1% Teece (2007), p. 1335.

1% Ellonen et al. (2009), p. 761.
1% Tampoe (1994), p. 69.

197 O’Driscoll et al. (2001), p. 75.
198 Srivastava (2005), p. 58
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Nurture

A company should nurture its core competenciestfoown success. Competencies can
erode with time and therefore need to be constantipitored. This does not mean that
core competencies should be upgraded all the t@rganisations should spend their
resources wisely on nurturing their core competerea not their non-core competences.
By this they can take the right actions needed whwre are external threats or

opportunities that could alter the competence base.

Deploy

Over time it points out that organisations are gkvaying to imitate the actions of other
successful organisations in their business enviemmf organisations are not renewing
their competences on a continuous basis other s@#ms will imitate and make a
company’s competences useless. This means thatgeranahould do whatever is
necessary to upgrade the core competencies of éhganisation. This means that an
organisation should invest time and resources i®ldp their core competences. This
could be done through internal development, mgoketurement, inter-firm collaboration

or mergers and acquisitigft

Abandon

The dynamic nature of competences suggests tha ebthem may become obsolete with
time. Due to changes in the business environmengmicore competencies of a company
could be not relevant any more. Wasting resourocesoimpetences that are not core
anymore could damage the competitive advantagecofrgpany. However abandon a core
competency without sufficient thought could be evaonre damaging to a company
because building a core competence again fromcécraill not only be a very costly
proposition but may also be impossible to achié?dt could be said that organisation
should dedicate managers to their core competensles are busy evaluating the

competencies through time.

199 Srivastava (2005), p. 59.
119 Srivastava (2005), p. 59.
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According the discussed literature in the previagction dynamic capabilities are
purposeful actions taken inside the company to soaenvironment for new opportunities
and threats, to translate these opportunities lamsats into business models and eventually
realign the company’s resources and assets.

Dynamic capabilities, when they are well developsthble firms to achieve coordination
and benefit from complementarities. In the dynacaipabilities theory, management plays
a distinctive role in selecting and/or developingtmes, making investment choices, and
in orchestrating non-tradable assets to achieveiaities and appropriate returns from
innovation*'* Developing decision-making skills and organisaigorocesses to sense and
seize opportunities is an essential managerialtiobmt'? These processes are also called
asset orchestration processes. The combinatiomaitf knowledge with physical assets
creates unique value for a company. Asset orctiestrs explicitly addressing the role of
managers to search, select and reconfigure thdaabla combinations of tangible and

intangible assets?

Now it is clear that follow-up activities are neddaside a company when they are aware
of their core competences the relationship betweere competences and dynamic
capabilities become clear. Managers should scan hkbsiness environment for

opportunities and threats, translate these oppitigsnnto business models and finally

take actions that are necessary to reconfiguredhent resources of the company. They
have to nurture, deploy or abandon current corepetemcies in favour of new or changed
competences. These actions, taken by manager® ittedorganisation, are equal to the
dynamic capabilities of an organisation: the emleedddoutines that are used by the
organisation to ‘sense’ the environment; ‘seize’papunities and threats; and

‘reconfigure’ the current resources. Dynamic caliiéds in this view could be seen as the
follow-up activities that are needed to manage mpany’s core competencies and for

optimizing the strategic course of the companytarier*

1 Augier & Teece (2009), p. 417.
112 Augier & Teece (2009), p. 416.
13 Sirmon et al. (2011), p. 1390.
1141 6pez (2005), p. 668.
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4 Research methodology

4.1 Aim of this research: a descriptive case studyith a small medium enterprise as
subject of study

Generally spoken there are three, most common, aDEEsearch: explanatory,
explorative and descriptive resear¢h.

Explanatory research is a way to explain the mtstip between variablé® A
researcher wants to know why people, for instaace planning to vote for Barack Obama
in the elections of the United States of AmericaplBrative research is aimed to map
(causal) relations between variables. Exploratesearch is done to explore a topic and if
necessary come up with a new theory or an impréygothesis'*’ This kind of research
iIs one of the most common forms of research coeduend often occurs when a
researcher examines a new interest of when thestutsj study itself is relatively new®

The main aim of descriptive research is to descsiheations and events® Descriptive
studies are aimed at finding out ‘what is’; so olsagonal and survey methods are
frequently used to collect descriptive data. Tha af this research is to describe the
current core competences of the Case organisationpGnd also to describe the current

state of dynamic capabilities usage inside the Geaganisation Group.

Descriptive research can be either qualitative u@andgjtative. The type of research of this
master thesis is a qualitative field research. {faiale research enables a researcher to go
there where the action is and observe this altibihere are many different qualitative
field research paradigms and a case study is ortheofi. A case study is an in-depth
examination of a single example of a phenomenorravthe investigator has little control

over events?!

15 Babbie (2007), p. 87-90.

118 poulter (2006), p. 331; Babbie (2007), p. 89-90.

11" Babbie (2007, p. 88.

18 Babbie (2007), p.88.

19 sandelowski (2000), p. 336; Babbie (2007), p. 89.

120 Babbie (2007), p.285.

12l McCutcheon & Meredith (1993), p. 240; Babbie (20@7 298.
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A case study gives the researcher the opportumiggather his or her required information
in lots of different ways. Interviews, observatiprad focus groABC, are just a few
examples of ways to conduct qualitative field resed’? The use of different methods of
data collection is an example of the use of metlogdeal triangulation. Triangulation is a
way to create a higher degree of validity in a gtiMethodological triangulation is the use
of multiple qualitative or quantitative methodsstady a certain subjet®® In this research

multiple qualitative methods were used in ordetimgrove the validity of the eventual

results of the research.

4.2 Data collection methods
Now the aim of this research has been discussetjsrsection the used methods for data
collection will be highlighted. The findings of the data collection methods will be

discussed in chapter five.

Interviews

The most common used interview formats for gatlgedata are: unstructured interviews,
structured interviews and semi-structured intergieivhis last kind of interview is often
used to collect quantitative dd4.In this research semi-structured interviews were of

the data collection sources.

In a qualitative interview there is interaction ween the interviewer and the respondent
and the interviewer sets a direction for the cosagon. The interviewer starts with open-
ended questions, and other questions emerge frenditlogue between the respondent
and the interviewel?> Semi-structured interviews were held with emplay@eall layers

of the case organisation to get a, as complet®ssiye, idea of the key success factors of
the Case organisation Group but also the weak qoirite structure of the interviews as
well as the analysing and reporting was determimitial the use of the stages based on the
work of Steinar Kvale (1996).

122 McCutcheon & Meredith (1993), p. 241; Babbie (20@7 305-308.
123 Guion (2002), p. 2.

124 DiCicco-Bloom & Crabtree (2006), p. 314.

125 DiCicco-Bloom & Crabtree (2006), p. 315; Babbi€@2), p. 306.
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Focus Group

Collecting data in the form of a group discussibouw a specific topic, determined by the
researcher is a common explanation of the termsfagoup*®® Focus gro ABC, as a
qualitative technique, are often combined with wdlial interviews because of the more
depth of the individual interview and the more hithaof the focus grouff’ In this
research a focus group was used to discuss themascof the interviews and to make up
a list of core competences of the Case organisaBomup. Most respondents of the
interviews participated in the focus group and asfew senior management employees

joined the focus group.

Questionnaire

The last method used for the collection of datdhis research was a questionnaire. A
guestionnaire is a document with questions or states and these questions can be asked
by an interviewer or written down and handed ouespondents for completidff In this
research open-ended questions were used on thesiaqueire in order to get the opinion
of the respondent without already setting the dibecfor a possible answer as is done with
closed-ended questions.

The questionnaire will be send to some of the laogstomers of the Case organisation
Group in order to get their opinion about Case wiggtion. How do they think about the
Case organisation Group and what are the strongtgporhis questionnaire is used to
check the results of the interviews and focus grimugee if there is consensus about Case

organisation’s good and weak points between Cagmn@ation itself and its customers.

4.3 The formulation of a structured methodology foridentifying core competences

In this section an answer will be provided to teead research questibow could core
competences be identified withic@mpany?

As resulted from the theoretical foundation corenpetences could be seen as the key
cornerstones of a company and therefore they shmulchrefully nurtured and developed.
Based on the methodology of Hafeez et al. (2008, grocess for identifying the core

competences of Case organisation has been divitked four phases. To collect the

126 Kitzinger (1994), p. 103; Morgan (1996), p. 13@Bie (2007), p. 308.
2" Morgan (1996), p. 134; Massey (2011), p. 21.
128 Babbie (2007), p. 245.
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necessary information for each phase, severalrdiffemethods of data collection have

been used:

- Phase one: identification of the key capabilibé€ase organisation
- Phase two: examining and evaluating the idewtikey capabilities in more detalil
- Phase three: discussing the key capabilitiedatelmining the core competences

- Phase four: validating the core competences

These four phases will be described step-by-stémpabd he results of these four phases
will be discussed in the next chapter.

4.4 The four research phases used to identify theoe competences of Case

organisation

Phase one: identification of the key capabiliti€€ase organisation

The first and maybe most important step in thiga@esh was the determination of the key
capabilities of Case organisation. The key cap#sliare the market winners of the
company. Semi-structured interviews were used deoto develop a complete picture of
the existing resources and capabilities of Casarosgtion. Core competences are based
on resources and capabilities that are, in mosisgcasmbedded for a long time inside the
organisation. These resources and capabilitiesldmispread throughout the organisation.
To collect useful information it was therefore innfamt that most of the respondents were
working for a long time inside the organisation ahd focus should be on respondents
from all layers inside the organisation.

Based on these criteria a list was made up togetiter the HRM manager of twenty
potential respondents for this research. Thesenegnts then were asked to participate in
the research. 60% responded positively so thistessin a total of twelve respondents,
whereof three respondents from Case organisatiog, Algee from Case organisation GHI
and three from Case organisation DEF. Three otbhsepandents were in the senior

management and had experience with all the threméss units:
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Function: Business Unit Working experience
CEO ABC/DEF/GHI >15 years
Director Innovation ABC/DEF/GHI >15 years
CCO ABC/DEF/GHI >15 years
Director Operations ABC <5 years
Production engineer ABC >10 years
Account manager ABC <5 years
Director DEF >5 years
Innovation manager DEF >10 years
Team manager production DEF >10 years
Project manager GHI >10 years
Manager engineering GHI >10 years
Manager composites GHI >10 years

Table 3: Overview of selected respondents for thatierviews

As could be seen in table three above most of éispandents have over ten years of
working experience inside the Case organisatiorufarélowever Case organisation DEF
and GHI were taken over less then six years agcesointhe respondents were already
working there. All the respondents were workingkey areas such as sales, logistics,
production and engineering. The interviews weresd4agzorded and last about sixty to
seventy minutes. Also anonymity was assured.

The questions were based on the literature of Bto#tl. (2009), Hafeez et al. (2002) and
Javidan (1998)?° Hafeez et al. (2002) and Javidan (1998) both éde=tra theoretical
approach how core competences inside an orgamsatiold be identified while Trott et
al. (2009) did an empirical research to identifyrecocompetences inside a case
organisation. Similarities were found between th® theoretical approaches and the
empirical research. Based on these similaritiesrugw questions were designed with an
explorative character and to cover different oliyjest An example of the interview

protocol can be found in Appendix™’

¥ Javidan (1998); Hafeez et al.(2002); Trott et 2000)
130 See Appendix |, p. 45.



43

The transcripts of the interviews were used tougpet list of the attributes that contributed
to the distinctive power of Case organisation. Befihis list was used in the second phase

of the research it was sent to the senior manageimeee if the list was complete.

Phase two: Ranking the company’s capabilities

The second step in identifying the core competent&sase organisation was to rank the
several capabilities. Some capabilities play a mamportant role than others do in
realising the business objectives of a firm. Bykiag these capabilities it is possible to
distinguish the most important competences thattleeinput for phase three of the
research. The template for the ranking exercisebaasd on the methodology of Hafeez et
al. (2012)**

The respondents were asked to score each capatlitg scale of 1 to 5, where 1
represents not important and 5 represents the difypads very important to remain
attractive to both existing and potential new costcs. The CEO, CCO and director
innovations were asked to rate the capabilitiethefthree business units. This is because
they all have more than ten years of experienckinvihe three business units. The other
respondents were asked to rate only the capabilitieheir own business unit. To make
sure that the respondents do not rate each cagadsliaverage they were allowed to use
the score of three only twice.

Phase three: Discussion of the most important céempes and determining the core
competence(s)

For the third phase in identifying the core compeés the participants from phase one
were grouped together in a focus group. The resifiltise scoring exercise were discussed
during a meeting where are all the available pigditts from phase one were present. Any
issues that raised during this meeting could beudsed freely and after the meeting there
should be consensus about the most important dasoof the several business units.
Based on these capabilities it was possible torhéte the overall core competences of
the Case organisation group. It should be notetdthiese core competences were based on

the opinions of the participants in phase one tteeth

13l Hafeez et al. (2012), p. 33; see Appendix II,6. 4
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Phase four: Validating the core competences ottmpany

In order to triangulate the findings from phaseséhand to avoid any bias two final tests
were applied to see if the identified core competsnwere really core competences. The
VRIN check was done to see to what extent the corapetences were valuable, rare,
inimitable and non-substitutabt® Competences should score positive on all of the fo
above mentioned criteria to be realistic core cdempees for the Case organisation Group.
Also guestionnaires were sent to some of the n@jstomers of Case organisation. These
findings were compared with the core competencestified in phase one to three based
on the internal opinions. There should be a maictotne extent between the internal and
external opinions about Case organisation’s conepetences. Because it was not possible
for a face-to-face interview the questionnaireseasant by email to the customers. A total
of four out of twenty questionnaires returned ahelsé findings will be discussed in the
next chapter. Open questions were used in combmatiith a Likert-scale so that
respondents could clarify the importance of theisveers. By this it is possible to see a
difference between the several answers that wenadad and if multiple respondents are
providing the same answers these answers couldd@m@to form some sort of ranking.

An example of this questionnaire can be found ipexmlix 11.1*

4.5 Short semi-structured interviews as a tool to rmalyse the usage of dynamic
capabilities by Case organisation over the years

The second part of this research is focused orctimeept of dynamic capabilities. As
already discussed in the theoretical frameworkf tesearch dynamic capabilities should
be employed to reconfigure the existing operatiacegdabilities to sustain competitive
advantage. Because a company’s (core) competemeee@resented in its operational
capabilities these dynamic capabilities are one iwwaganage a company’s competences.
Three categories of dynamic capabilities were nogetl in this research, namely: sensing,
seizing and reconfiguring capabilities. Besidesidging the core competences of Case
organisation the goal of this research was alsedae if Case organisation used any

dynamic capabilities over the years.

2 Barney (1991), p. 105-106; Priem & Butler (2001)25
133 See Appendix Ill, p. 49.
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Face-to-face interviews were conducted with the CEOO and Director Innovations of
the Case organisation Group and also with the mtomlu engineer working at Case
organisation ABC. All the respondents were workioger fifteen years at Case
organisation. Because dynamic capabilities areirmesitthat are embedded inside the
organisation these respondents could provide piglihb information necessary because
of their working experience inside the Case orgeiaa Group.

These sessions last about thirty minutes. Duriegeghnterviews anonymity was assured.
The questions were designed to be explorative amdver all the three types of dynamic
capabilities. This interview protocol benefits frasther empirical and theoretical studies
that have investigated dynamic capabilifi¥sBased on the results from the empirical
research of Gebauer (2011) and Ellonen et al. (Rod&rview questions were formulated
that covered all three areas of dynamic capalslisensing, seizing and reconfiguring. The

interview protocol can be found in Appendix ¥2.

3 Ellonen et al. (2009), p. 760 761; Gebauer (201.1)247 — 1248.
1% See Appendix IV, p. 51.
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6. Conclusion and recommendations

In this final chapter the conclusions regarding tbentified core competences and
dynamic capabilities will be discussed. A gene@iausion and some recommendations
based on the literature review will be provided aodg Case organisation and this chapter
will end with some limitations of the research alctions for further research.

6.3 Conclusion regarding the theoretical framework

The goal of this research was to provide more hisig the core competence concept and
to see if there is a relation with dynamic capé#ébsi Based on the review of the dynamic
capabilities literature it might be possible to sioler this concept as the next step after the
identification of a company’s core competences.aBse of the current dynamic business
environment of most companies it is not enough ity @efine your company’s core
competences. The next step is to manage these (mrgpetences and adapt them to the
changes going on in the business environment. Bliadng at your core competences can
result in core rigidities, because focusing on therent core competences can inhibit
innovative progress and result in a so-called cdenupe trap.

The more theoretically focused literature aboutasgit capabilities assumes that dynamic
capabilities could be used to manage the competesse of your company. There is little
empirical evidence however about what exactly dynapapabilities are and how they
contribute in achieving sustained competitive atlwge. Empirical research however
shows an organisation who wants to use more ané nooitines to scan the environment
and translate the sensed opportunities into busimexlels. This is necessary to keep the
status of a first-tier supplier. Case organisatiors have to monitor on a continuous basis
what the trends in the market are; how these trenflisence their resources base; if
competences should be upgraded or abandoned andastians should be taken to
implement those changes.

Based on this finding it could be concluded thanaall SME does not need dynamic
capabilities to manage their resources base. Dynaapabilities in this case are seen as
purposeful actions of the company. In other woltsytare often standardised routines.
However when the SME is growing, dynamic capab#itcould definitely be an additional
and a useful tool to manage the company’s competbase. Again further research is

probably necessary to underpin these findings.
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6.4 Recommendations to Case organisation and corititions to science

In the current dynamic business environment it iicdlt to sustain competitive
advantage. The literature review of core competerst®wed the importance of being
aware of your core competences in order to putctmpany in a position where it does
have greater gains over their competitors. Howevanagers do have to be aware of their
core and non-core business. It is important toinaotusly adapt the (core) competences
and capabilities to the changing business environg&canning the business environment
for opportunities and threats is an important t@atl should be done on a regular basis.
Setting up business models and decision protociisi\@t only improve the support base
for disinvestment or investment decisions but dan be used as marketing tools to show
to the customer. These business models and de@sibocols can show that a company
really understands its customer’s needs and hassado the necessary technologies to
meet the customers demand.

This research gives a clear understanding of the c@mpetence of Case organisation and
the supportive competences and capabilities. Sdntlkeese supportive competences and
capabilities can be broken down into a lot of oth&sets and resources.

The core business of Case organisation is the ptioduof special components and
assembling those components together into com@gstems and modules. Besides
important supportive core capabilities Case orgdiue also possesses several non-core
capabilities. Most of these non-core capabilitiesenthe result of the acquisition of DEF
and GHI.

Now this research has provided a useful insighthim real core competences of Case
organisation they should dedicate employees todbie competence framework. These
people should come up with propositions what hasbéo done with the non-core
competences and they should also monitor the aomgetences on a regular basis so that
decisions about nurturing, developing or abandowh{core) competences can be taken
on time. This can result in sustained competitideaatage for Case organisation.

Another recommendation is referring to the fact thase organisation has problems with
their logistics capacity, which is also mentiongdtbeir customers in the questionnaire.
Seizing capabilities in the form of business moaeld decision protocols could be used to
tackle these problems. Another solution could beriical analysis of the non-core
processes. Should these non-core assets and cowgeetiee outsourced or should these
non-core processes be exploited by the formatiostiEtegic alliances? By this Case

organisation can dedicate their valuable resoumése right competences.
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Another recommendation refers to the intention @€ organisation to take over the
development of complete modules and systems Cgsaisation is assembling. Becoming
a *** supplier is one of the ‘unspoken’ long-ternoajs. It is impossible to bring in the
necessary competences in-house because that wesull m the same situation as now:
possessing a lot of core competences but also ok@eompetences. Strategic alliances or
partnerships with external specialists could belat®n to prevent that within five years
another research will be necessary to conclude Glage organisation does have a few
important core competences but also some non-con@etences.

The effectiveness of a core competence as a sadircempetitive advantage is in the
hands of the managers inside Case organisatiory fitnee the skills to exploit the core
competences in the right way. A way to help thenmglohis could be with the use of the
dynamic capabilities concept: purposeful actionssemse opportunities and threats;
translate these opportunities and threats in bssimeodels and finally take the right
actions to realign the operational capabilitieshwtite opportunities and threats. During
these managerial processes Case organisation skeeppdin mind they are a supplier of
special parts and modules and they have the negesspabilities to deliver these parts

and modules in-house.

Contributions to the science

The goal of this paper was to, based on a theatefmundation, identify the core
competences of Case organisation and how dynarpabdaies can contribute to manage
these core competences. In doing so, this resgamhdes four important contributions
for the science.

First this research provides a comprehensive tilezareview on the subject of core
competences and dynamic capabilities. It becamar cldat core competences are and
where they come from. Also this research providesmee structured insight in the ‘blurry’
field of dynamic capabilities. This literature rewi can serve as a starting point for
scholars who wants to undertake future researdchase subjects.

Second, the proposed structured methodology fomtiflgeng core competences can be
used by other scholars or practitioners. The metlogy proved itself in this research
because the identified core competence was consisigh the VRIN-check and the
external opinions from customers. This research pievides an interview protocol that
could be used to see if there are embedded routisee a company, or so-called dynamic

capabilities.
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Third, the theoretical framework and this reseasttow that the possession of core
competences will not result in a competitive adaget by itself. The example of Case

organisation showed that when the identified cammetences are not managed on a
regular basis this will result in the possessioradbt of competences and the waste of
valuable resources towards both core and non-competences. A company should

monitor their competences and take the right asti@nen needed.

Fourth, this research shows that there is a reldigiween dynamic capabilities and core
competences. Core competences have to be managetkeguolar basis. Managers have to
decide whether competences should be nurtured)agece or abandoned. The necessary
information to take these decisions could be gatherith the help of sensing capabilities.

With the use of seizing and reconfiguring capaibsitit is possible to actually change the
core competences. Academics can use this reseafdnthier investigate the relationship

between core competences and dynamic capabilities.
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6.5 Limitations and further research

Research limitations

Of course there are some limitations to this regearhe first limitation is the so-called
researcher bias. Because the researcher was aathie the organisation for a period of
three months, the opinions of the employees ardumdcould influence the investigation.
However the researcher worked independently aretrniat opinions were validated with
the use of external opinions there could still bems chance that the eventual results are
affected by this research bias.

Another limitation of this research is the factttitawas a single case study. This means
that the results and/or findings could not be galised that easily. The methodology used
at Case organisation to identify the core competenand dynamic capabilities can
probably not be used as a general tool to idetitidycore competences of other companies.
An important reason for this is that Case orgameatioes not produce its own product.
Existing literature about core competences and mymaapabilities is often applied to
companies producing a product of its own. This msetirat the used qualitative and
quantitative research methods could not be usethensame way in any other small-
medium enterprise. The use of a single case stmiysl|the external validity of this
research?®

A third limitation is the fact that the results tife research are based mostly on the
opinions of the employees participating in thetfitree research phases. The results of
these phases were verified by the use of questi@naent to Case organisation’s
customers. It was not possible to conduct facexte-interviews with these customers and
also there was a low response since almost twemdgtopnnaires were sent to several
contacts of Case organisation’s customers andtonde filled in questionnaires returned.

This limits the internal validity of this researtH.

Further research

Besides the limitations of the research mentionbdva some directions for further
research will be presented in this section. Somehe$e directions are based on the
limitations of this research.

1% Shadish et al. (2002), p. 87.
137 Shadish et al. (2002), p. 55.
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As already mentioned in the limitations, this reskhaannot be generalised because of the
fact it is based on a single case study and Cagaenisation does not produce an own
product. Applying the methodology used in this e#sb on other firms in different
industries could probably result in a validationtbé used methodology. This could be
done by a multiple-case study with a longitudinasign, including small-medium
enterprises. The focus in this study should be lmrth'make-to-order’ enterprises and
enterprises producing an own product. This kindeskarch would also be a contribution
to the existing core competence literature becenss of this literature is focused on large
enterprises producing an own product.

Another direction for further research is the dyrmaecapability perspective. As already
mentioned in the theoretical framework there se&mbe a relation between both core
competences and dynamic capabilities. Researchetisei field of dynamic capabilities
mention the fact that dynamic capabilities can Iltesuthe divestment of a company’s
competences but also in new improved competentes eVentually can result in a change
in a company’s core competences.

These conclusions however are based mostly ondtiearinsights and are not empirically
tested. Empirical research therefore could proundeght in the relationship between core
competences and dynamic capabilities. This reseewald be part of the multiple-case
study mentioned before. In this type of study #suits of multiple cases can be compared
and therefore provide a solid foundation to drawobasions about the relationship
between dynamic capabilities and core competences.

In general it could be concluded that most emgiriegsearch aimed towards core
competences and dynamic capabilities is focusedaaye multinationals. It would be
interesting to see if these empirical findings atsald be generalised over small-medium

enterprises.
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8 Appendices

Appendix I: Interview protocol for determining the capabilities

Internal-focused questions

1. Case organisation does lots of things, but wbas it do well?

2. What underlies these strengths? For instansecthild be teamwork, craftsmanship, or
formal/informal systems.

3. Which activities does Case organisation strugmgldo well and which activities do they
very well?

4. Which activities deliver the most customer bénefterms of value?

5. What does Case organisation that competitoraatatio? For instance high quality,
flexibility, etc.

6. Which resources does Case organisation havéelait to succeed?

7. Are these resources unique? Do the competiteosoavn these resources or could they
get easily access to these unique resources?

8. Which capabilities does Case organisation hlagehelp it to succeed?

9. Looking at these capabilities, are there angsane which Case organisation has adapted
and changed over the years which has enableddrttinue to be successful?

10. If so, how is Case organisation able to bdesalfie?

11. Are the mentioned resources and capabilitidég @hevant for you own business unit
of are they characterizing the Case organisaticu®?

12. A competency is a combination of resources skills. Can you mention perhaps

competencies based on the above mentioned res@mdesapabilities?

External-focused questions

13. What are the most important changes going timeatnoment in the industry?
14. Looking at these changes are there any resoaraapabilities that:
- are outdated or no longer matter?

- which must be maintained or improved?
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15. Are there perhaps new resources or capabiltiesh need to be developed or
analyzed to address the changes going on in industr
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Appendix IV: Interview protocol concerning the useof dynamic capabilities

Sensing capabilities:

1. What capabilities did Case organisation user dlie years, to scan the business
environment for opportunities and threats? (e.gqchmarking, customer survey, market

analysis, attending industry workshops, follow teabgical developments)

Seizing capabilities:

2. How did Case organisation address the sensedrtopgies and fended off potential
threats? (e.g. designing business models, thefuderision-making protocols)

3. What was the role of the senior managementisndiécision-making process?

Reconfiguring capabilities:

4. Were investment decision in the past based pmtanagement decisions or also in
dialogue with lower levels within the organisation?

5. Does Case organisation have built up valuabligjue combinations of assets over time?
If so, what actions were undertaken to combinedlassets? Were this purposeful actions?
6. Did Case organisation create any learning, kedgé-sharing, and knowledge-

integrating procedures over time to improve busnesformance?



