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Executive Summary 
 
This thesis aims to develop theoretical insights and extend existing research within strategic 

management by proposing a theoretical framework for microfoundational means to attain 

strategic change through the lens of a dynamic capabilities view.  

 

While much strategy research suggests that such organisational capabilities are central to firms’ 

competitiveness and ability to attain strategic change, very little is known about their 

emergence. It is an overall problem in most strategic management literature that, given its 

inherent organisational level focus, there is an implicit assumption of homogeneity at the 

individual level, that is, micro-level components are explained from macro-level concepts.  

 

By pursuing a methodological individualism explanatory stance, this thesis creates theoretical 

insights into how lower level constituent components of dynamic capabilities are formed at an 

organisational level and potentially aid the process of strategic change. This study thus sheds 

light onto how causality unfolds within and between the individual and organisational levels 

and how this impact macro-level constructs.  

 
Based on a thorough examination of existing academic literature, a theoretical 

integrative framework is developed. To attain strategic change, firms must develop 

dynamic capabilities to create, extend, and modify the ways in which they operate 

through reconfiguration of existing operational capabilities. It is found that to attain the 

desired capability configuration and strategic goal that yield the process strategic change, the 

organisation has to learn and create the required knowledge for, firstly, being able to recognise 

when routines counteract strategic direction, and secondly, to build competencies that aid 

endogenous innovation and the formation of dynamic capabilities. This requires individuals to 

correctly interpret and understand what actions are needed of them, but likewise for them to 

possess the required confidence in own capabilities to execute required behaviours.  

 

The proposed theoretical framework aid with an understanding of firm-specific capabilities and 

how combinations of these are developed and how they can be sources of strategic change. 
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1. Introduction 

 
“The individual is always the basic strategic factor of organisation” 

Barnard (1968: 139) 
 

This introductory chapter provides an overview of the thesis at hand. First, the background and 

motivation of the thesis are outlined, followed by an argumentation of the identified research 

gap in strategic management theory. Second, the overall problem statement and underlying 

research questions are theoretically deduced, building a foundation for the following chapters. 

Third, methodological considerations are outlined and discussed. Finally, the structure of the 

thesis is presented. 

 
1.1 Introduction 
As markets become more globally intertwined and new digital technologies are rapidly making 

the traditional competitive advantage deteriorate by tearing down industry barriers and 

demolishing long-successful business models, the scope of competition is increased. To prosper 

in the rapidly changing environment, firms cannot rest on their laurels but are urged to make 

fast and effective strategic change (Yi et al., 2017). Due to increased competitiveness, 

eventually existing competencies render obsolete. Therefore, firms must continuously adapt to 

and exploit changes in their business environment, while simultaneously search for 

opportunities to create change through organisational, technological, or strategic innovation 

(McGrath, 2013). 

 
This poses a tremendous challenge for strategy formulation and constitutes a major gap between 

traditional approaches to strategy and the way the real world works today. Though often seen 

as the answer to exactly change and uncertainty, these traditional strategic approaches build on 

assumptions of relatively stable and predictable environments (Reeves & Deimler, 2011; 

McGrath, 2013). The overall goal of the most acknowledged strategic frameworks is to build 

and sustain competitive advantage by either captivating a favourable position in a given 

industry and exploiting market conditions (Porter, 1980), or by accessing and securing rare, 

inimitable resources and developing core competencies (Barney, 1991; McGrath, 2013). The 

premise of sustained competitive advantage achieved from static factors, such as market 
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positions, scale and first-order capabilities in for instance production, is however not 

corresponding to our reality and creates a bias towards stability.  

 

As the scope of businesses expands and both competition and industry boundaries are defined 

ever more broadly, organisations need to rethink their core competencies and how to achieve 

competitive advantage (Gupta, 2018). Deeply entrenched systems and structures designed to 

extract maximum value from a competitive advantage become a liability when the environment 

requires capacity to exploit temporary opportunities (McGrath, 2013). To compete in the 

volatile and uncertain environments of today, things need to be done differently. Instead of 

being really good at doing some particular things, firms today must be really good at learning 

how to do new things and continuously adapt to the rapidly changing environment. Perhaps 

most importantly, they should learn how to unlock their greatest assets - their employees 

(Gottschalg & Zollo, 2007). From the expectation that intellectual capital is increasingly 

becoming important, the knowledge economy has gradually superseding the industrial 

economy, placing humans and the altering of knowledge as strategic assets (Foss, 2005). 

 

Strategy and innovation have historically been thought of as two separate disciplines. Where 

strategy has been all about identifying a favourable position in a well-defined industry and then 

exploiting a long-term competitive advantage, innovation has concerned the creation of new 

business, seen as something distinct from the company’s core activities (McGrath, 2013). In 

today’s world, competitive strategy, innovation and organisational change are inseparable.  

 

This has caused scholars to seek new assumptions to more appropriately describe the process 

shaping the relationship between business strategy and competition. Contemporary competitive 

strategies are increasingly focusing on continuous strategic change, redefining ways of 

functioning, sensing and creating new market spaces shaped by non-linear, discontinuous, and 

open-innovation processes, changing forms of differentiation and focus strategies (Davenport 

et al., 2006; Grudzewski et al., 2010; Hejduk 2013; Stanczyk-Hugiet, 2013).  
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1.2 Theoretical Gap   
As a reaction to the above, strategy scholars are increasingly converging on core capabilities as 

a key construct in strategy. The capabilities notion is rooted in the resource-based view focusing 

on endogenous factors and refers to the skills, routines, norms, values, abilities and/or learning 

that reside within individuals (Leonard-Barton, 1992; Teece et al., 1997; Smallwood & Ulrich, 

2004). These phenomena then become part of what is called organisational capabilities. 

According to Teece et al. (1997: 518), organisational capabilities are “(...) intriguing assets as 

they typically must be built, they cannot be bought”. They emerge when a firm delivers on these 

endogenous factors and are the result of ways in which people and resources are orchestrated, 

forming the identity of the organisation.  

 

Capabilities are considered core if they differentiate the organisation strategically (Leonard-

Barton, 1992). Core capabilities are highly institutionalised, as they are part of the 

organisation’s presumed reality, which in turn is an accretion of decisions made over time and 

events in its history (Zucker, 1977). They come into existence within the firm and represent a 

high degree of firm specificity, leading to causal ambiguity for the outside world. Causal 

ambiguity is exactly what impede other firms to duplicate strategies of an organisation, thereby 

constituting a source of competitive advantage.  

 

The emerging ‘dynamic capabilities view’ endeavours to understand how and why certain 

organisations build competitive advantage in regimes of rapid change (Teece et al., 1997). To 

survive and prosper under conditions of change, organisations must develop dynamic 

capabilities to create, extend and modify their resource base and the ways in which they operate 

(Helfat et al., 2007). Winners in global marketplace are organisations that can demonstrate 

timely responsiveness and rapid and flexible product innovation, coupled with the management 

capability to effectively coordinate and redeploy internal and external competencies to 

consequently attain strategic change (Teece et al., 1997). In this process, learning is considered 

paramount (Teece, 2007), however, as it appears, it yet remains unexplored.  

 

However, while much strategy research suggests that such organisational capabilities are 

central to firms’ competitiveness and ability to attain strategic change (Barney, 1991; Helfat & 
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Winter, 2011; Teece, 2018), very little is known about their emergence. Research generally 

examines capabilities after they have been formed, and then focuses on their path-dependent 

evolution over time (Helfat & Lieberman, 2002; Nelson & Winter, 1982). The poor 

understanding of dynamic capabilities and how they are formed, as well as the lack of a 

measurable model, makes it difficult to study how these can be used in actionable managerial 

decision making. To aid managers’ decision-making in today’s rapidly changing environments, 

a further conceptualisation and operationalisation of the origins of dynamic capabilities and 

how they impact strategic change is needed.  

 

It is an overall problem in most strategic management literature that, given its inherent 

organisational level focus, there is an implicit assumption of homogeneity at the individual 

level. This is counterintuitive to the analytical philosophical assumption of supervenience, 

stating that change at a higher level only happens as a function of change at a lower level (e.g. 

Sawyer, 2001). Felin and Foss (2004: 5) state that “consideration for individuals and their role 

in creating and enabling collective structures has been lacking, resulting in a reversal of 

causality from organisational routine to individual skill versus the other way around”. This 

represents what Linder and Foss (2018) term the micro-foundational bias of management 

literature, when explaining and deriving micro-level components from macro-level concepts. 

Instead, they argue that, to develop an understanding of individual behaviour and idiosyncratic 

features in organisations, studies of collective concepts should commence at the micro-level 

(Linder & Foss, 2018; Foss, 2009).  

 

Capabilities can help attain strategic change, but where they emerge from or how they are 

formed are questions that remain unanswered in the dynamic capabilities view (Mazzucato, 

2002; Kay et al., 2018). Consequently, the aim of this thesis is to comprehend the lower level 

constituent components of dynamic capabilities to understand how these are formed at an 

organisational level. By developing a theoretical framework on microfoundations of dynamic 

capabilities, we seek to explain how causality unfolds within and between the individual and 

organisational levels and how this impact the process of strategic change. This does not mean 

that everything will be reduced to the individual level, but rather that we seek a multi-

foundational explanation privileging the micro-level to understand its transition to the 

organisational phenomenon of dynamic capabilities. By explicitly addressing and 
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understanding this transition from micro-level to macro-level, we intend to get theoretical 

insights into how dynamic capabilities arise and change as a result of individual actions. The 

ambition of the theoretical framework is to identify and assess dimensions of firm-specific 

capabilities and explain how combinations of these are developed and can be sources of 

strategic change. 

 

As there are many different types of dynamic capabilities, the definition has always been 

intentionally general in its form (Helfat et al., 2007). We aim not at investigating a certain type 

of dynamic capabilities, but rather the overall concept to comprehend how they arise and change 

in the organisation as a result of individual actions. 

 
 
1.3 Research Objective and Research Questions 
Derived from the above, we intend to examine dynamics and microfoundational means of 

strategic change from the dynamic capabilities view. Particularly, the emphasis is on how lower 

level constructs emerge at an organisational level and what affect these have on the 

organisation’s ability to attain strategic change.  

 

Consequently, the primary research objective of this thesis is:  

 

To identify and assess the microfoundational means to attain strategic change 

 

As contended in the preceding, innovation processes are crucial to achieve strategic change in 

today’s rapidly evolving environment. This implies that organisations’ resources and 

competencies are continuously rendered obsolete and that to survive, must develop dynamic 

capabilities to create, extend and modify their resource base and the ways in which they operate 

(Teece, 2007; McGrath, 2013). Helfat et al. (2007: 2) state that “the concept of dynamic 

capabilities includes the capacity with which to identify the need or opportunity for change, 

formulate a response to such a need or opportunity, and implement a course of action”. 

Dynamic capabilities can as such be regarded as responses to the need for strategic change. In 

order to identify how strategic change is attained, it deems relevant to assess the concept from 
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the dynamic capabilities view. Therefore, this thesis will investigate the following research 

question:  

 

RQ1: “How is the concept of strategic change addressed by the dynamic capabilities 

view?”    

 

The dynamic capabilities view considers learning as a means to innovation and strategic change, 

and thus, the concept of learning forms a logical point of departure for assessing the 

microfoundational means to strategic change. Learning is seen as a dynamic process of strategic 

renewal, involving a tension between creating new knowledge and utilising existing knowledge. 

Hence, the second research question is:  

 

RQ2: “From the dynamic capabilities view, how may the concept of learning be 

disaggregated to shed light onto the concept of strategic change?”  

 

Although the dynamic capabilities view recognises the crucial role of individuals in creating 

organisational capabilities, little research has been endeavoured on how dynamic capabilities 

arise and change as a result of individual behaviour and what effects this have on achieving 

strategic change. Optimal exploitation of individual skills ultimately relies on the individuals’ 

capabilities to employ these skills in organisational contexts. It is thus relevant to assess the 

cognitive determinants of individual behaviour. Therefore, the third research question is:  

 

RQ3: “How can a microfoundational perspective of the formation of dynamic capabilities 

contribute to understanding the process of strategic change?” 

 

Based on these research questions, we aim to conclude on the primary problem statement by 

proposing an integrative framework that suggests the interrelationship between the different 

constructs: microfoundations, organisational learning, dynamic capabilities, and strategic 

change.  

 

To illustrate and emphasise our main points and key arguments throughout this thesis, we will 

highlight these in italics.  
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1.4 Methodology 
The purpose of this thesis is to analyse and develop on already existing theories and thus provide 

new insights into the interrelationships between already known phenomena. Thus, the scope is 

not to qualitatively or quantitatively test the proposed theories, and therefore, this thesis is 

purely theoretical. In the following section, philosophy of science and the applied philosophical 

stance are initially introduced. Next, the scientific approach of methodological individualism 

and its application is discussed. Subsequently, the research approach and research process of 

the thesis are presented, along with considerations on validity and reliability. Lastly, 

methodological limitations are discussed, followed by a presentation of the structure of the 

thesis. 

 

1.4.1 Philosophy of Science 

Due to the purpose of this thesis, reflections on ontology, i.e. assumptions about the nature of 

the world, and epistemology, i.e. what knowledge is and how it is acquired, as well as the 

possible implications tied to this, are essential. The discussion of the origin of knowledge is 

necessary to what can be regarded as knowledge, and thus, what propositions and theories can 

be accepted (Nygaard, 2005).  

 

In essence, there exist two opposing ontological stands in the origin of philosophy of science 

as to how knowledge can be understood: rationalism and empiricism (Egholm, 2014: 30). The 

rational position holds that all knowledge arises rationally of human reason and before the 

senses, i.e. a priori. From this view, knowledge cannot emerge speculatively and is based on 

ideas and thoughts about the world before we encounter it. Thus, the source of knowledge stems 

from humans’ ability to derive rational and true statements. Here, the ontological standpoint is 

that the social reality is external and exists independently of the researcher’s recognition of it. 

In contrast, empiricism contends that all knowledge comes from sensory experience and 

therefore emerges after encountering the world, i.e. a posteriori (Egholm, 2014: 30). 

Empiricism does accept that there exists a priori knowledge, however, it denies its importance. 

The ontological standpoint here is that the external reality only exists as a means of the 

researcher's interpretation and conceptualisation of it.  
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Opposing to these views is falsificationism, as introduced by critical rationalist Karl Popper 

(Egholm, 2014). He contended that knowledge is cumulative, and that scientific theories and 

propositions should be rationally criticised (Egholm, 2014: 50). In the view of falsificationism, 

it is impossible to prove if a theory is true, as a theory can only be verified if it is deduced from 

other theories. In other words, verification of a qualified theory is never possible; only 

falsification is. Thus, the main assumption in falsificationism is that it is impossible to 

determine ‘truth’ and that only theories that can be falsified through empirical testing are 

considered scientific knowledge. Hence, the best and strongest knowledge consists of theories 

that have not yet been falsified and are therefore still accepted (Egholm, 2014: 80). In 

connection to this, an infinite regress problem occurs, as theories are infinitely deduced from 

higher-level theories. This implies that the original theories can never be verified (Egholm, 

2014). Instead, from this view, theories can be regarded as speculative conjectures, which 

underlines a human aspect in deriving theories. Hence, a falsificationist approach is more 

appropriate to outline developments of theories than to outline the origin of new theories. 

 

For the purpose of this thesis, we will lean towards a falsificationist approach, as our 

propositions throughout the thesis will come forth as speculative conjectures from our own 

understandings. Thus, the propositions are not complete theories but hypotheses subject to 

falsificationism. 

 

The cumulative concept as presented by Popper is greatly criticised by Thomas Kuhn (1962; 

Egholm, 2014: 50). Kuhn argues that science switches between different research paradigms 

with different rules for what can or cannot be regarded as scientific knowledge. Because of this, 

the paradigms can neither communicate with each other nor build on each other’s results to 

create more, better knowledge, i.e. they are incommensurable. Incommensurability emerges as 

scientific concepts cannot be understood without the complete knowledge of the theory to 

which they belong. Consequently, science cannot be viewed as cumulative, since there can only 

be one paradigm at a time and merely impossible to determine which paradigm is the ‘best’ 

(Egholm, 2014).  

 

We acknowledge the perspectives of both Popper and Kuhn. However, while we contend that 

we lean towards a falsificationist approach, we also argue that we are approaching the topic 
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of this thesis with a certain research philosophy, more specifically a philosophy which bears 

resemblance with that of critical realism. 

 

1.4.1.1 Critical Realism 

In critical realism (Bhaskar, 1978; Sayer, 2000), focus is on examining the relationship between 

structure and agency, i.e. the structural context within which individuals act. From this 

perspective it is contended that individual actors may cause changes to structures, consciously 

or unconsciously (Egholm, 2014: 123). The ontological foundation of critical realism is 

realistic, as it is believed that a reality exists independently of our knowledge of it and therefore 

can be discovered (Egholm, 2014: 125). A critical realist researcher’s objective is to explore 

observable phenomena and shed light on the underlying factors that potentially have given rise 

to those phenomena. Thus, critical realists contend that the underlying factors cause the 

phenomena to occur (Sayer, 2000). Moreover, critical realists think of our knowledge to always 

be open to correction in terms of further research, as our knowledge will no matter what be 

influenced by our own perspectives and experiences. Hence, researchers cannot isolate 

themselves from these events as they are intertwined with the world being studied. As such, 

this places critical realism with a combination of ontological realism, i.e. things exist 

independently of the observer, and epistemological subjectivity, i.e. the researcher is subjective 

(Egholm, 2014: 125). With this said, critical realists should not seek to ignore their assumptions 

or prior knowledge, but instead seek to bring those to the surface in a deliberate reflective 

process to ensure a transparent theorising process. Thereby, it is acknowledged that research 

and conclusions can never be fully objective or value-free (Egholm, 2014). 

 

In this connection, critical realism recognises that the explanations it makes are subject to 

falsificationism and thus can be refuted or modified by future research (Egholm, 2014). Causal 

mechanisms can be impacted by other factors, which means the mechanisms that would 

otherwise have been expected or considered to be the explanation for a particular phenomenon 

to rise can be adjusted over time. These mechanisms are known as ‘countervailing mechanisms’ 

(Tsoukas, 1989), and will not necessarily disprove but instead contribute with more depth to 

the already proposed theory. The objective of critical realism is thus to provide plausible, 

defensible explanations with considerations for future falsification (Egholm, 2014).  
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Critical realist methodology centres around identifying underlying mechanisms that cause the 

phenomenon observed. It thus goes beyond measuring the observable domain by trying to 

understand and explain the causal processes through an in-depth exploration of the context and 

issues on different structural levels and deeper domains. Abduction is here seen as the most 

appropriate research approach (Egholm, 2014: 125). The critical realist is liberated to consider 

alternative explanations that can potentially explain the observed phenomenon, and to include 

mechanisms for which there were no observed events in the possible explanations generated. 

According to Olsen and Morgan (2005), it is not the method itself that matters, but that the data 

is interpreted consistently with the philosophical position. 

 

This thesis aims to theoretically address and understand mechanisms that can shed light on how 

dynamic capabilities arise and change as a result of individual actions. We thus acknowledge 

that there might be underlying structural mechanisms influencing an organisation's ability to 

build dynamic capabilities and attain strategic change, and that an examination of individual 

behavioural traits might help explain these phenomena. Furthermore, the epistemological 

standpoint and methodology in this thesis is subject to subjectivity, as we, per critical realism, 

recognise that the knowledge we acquire about the world is knowledge that is distorted by our 

human cognition (Egholm, 2014: 28). Thus, we further recognise that we cannot acquire pure 

methodological objectivity (Egholm, 2014: 29). For these reasons we will argue that our 

research philosophy corresponds with that of the critical realist position. 

 

Since the intention is to explain how collective outcomes emerge, i.e. capabilities, by shedding 

light on individual actions, methodological individualism is pursued. This methodological 

perspective will be elaborated in the following section. 

 

1.4.2 Methodological Individualism 

Since this thesis aims at investigating the phenomenon of capability building in the realm of 

social sciences, it is relevant to consider the underlying philosophical assumptions that can have 

methodological implications. 
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During the last decades, the debate on methodological individualism and methodological 

collectivism has prevailed in the philosophy of social sciences. In the context of strategic 

management, however, the debate and considerations as to what view researchers apply in their 

research are rarely seen (Felin & Foss, 2004), even though it indisputably drives the questions 

being asked in the field and, most importantly, how they are investigated.  

 

The methodological individualist perspective, as introduced by the Austrian economist and 

philosopher Hayek (1942), builds on the ontological standpoint that only individuals are real 

and they alone constitute the social world, and subsequently, that theorising should reflect this 

(Felin & Foss, 2004: 3). The radical individualistic view denies a causal influence of collectives 

or institutions and argues that these collectives should be explained in terms of and reduced to 

individuals and their intentions, expectations, desires etc., as “any explanation of social systems 

without considering the individual level is incomplete.” (Kurtmollaiev, 2017). Hence, all social 

phenomena should be reduced completely to the mental states of individuals (Felin & Foss, 

2004: 3). Karl Popper supported the individualist view with his argument that “all social 

phenomena, and especially the functioning of all social institutions, should always be 

understood as resulting from the decisions, actions, attitudes, etc., of human individuals” 

(Gorton, 2006: 16). Popper, however, represents a more modest view on methodological 

individualism, as he suggested that explanations exclusively in terms of collectives are 

unsatisfactory but necessary, implying that a complete reduction to individuals is insufficient. 

From this view, it is methodologically impossible to propose explanations of social 

phenomena/social outcomes simply by elaborating on individual action. Thus, a multi-level 

analysis is necessary. 

 

In contrast, the methodological collectivist perspective assumes an independence of collectives 

from individuals (Felin & Foss, 2004: 4). The sociologist, Durkheim (1996), advocated for this 

collectivist view and contended that social facts should be studied as ‘things’, i.e. as external 

realities to the individual. Here, it is thus postulated that it is impossible to abstract from the 

influence of social institutions on the behaviour of individuals. In this collectivist perspective, 

independent causal powers are ascribed to collective entities. Thus, mechanisms that can 

explain individual behaviour are restrained. This means that interaction between individuals is 
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usually neglected in theorising (Felin & Foss, 2004). Consequently, the methodological 

collectivist perspective has a tendency to consider individuals as homogeneous. 

 

 

Figure 1.4.2. Modes of Explanation in the Organisational Capabilities Approach.  
Based on Coleman (1990) and Foss (2005: 94). 
 

To our knowledge, the majority of capability-based literature relies on a mode (4) explanation 

(figure 1.4.2), which means that the aggregated level ‘social facts’ directly leads to ‘social 

outcomes’, defined as collective entities such as norms, routines, capabilities. Thus, prevalent 

work is evidently based on collectivist notions that suppress individual-level considerations, 

including individual action and heterogeneity (Felin & Foss, 2004). This thesis aims to close 

the current gap and contribute with a theoretical foundation for organisational capabilities 

research based on an explanatory stance resembling a modest form of methodological 

individualism. To do so, we will enlarge the mode (4) explanation with an explanation 

privileging the ‘micro’ level involving mode (1), (2), and (3). Therefore, the focal point of this 

microfoundational view is the impact of an organisation’s individual members on its ability to 

create, extend and, modify its resource base to attain strategic change. 

 

In this thesis, however, we recognise the existence of collective structures and their causal 

influence on individual action, as in accordance with the critical realist position, and thus, we 

do not advocate for a radical individualistic approach. Instead, we contend that individuals are 

subject to structural conditions and that organisational relations must be a function of the 

individuals that make up relationships and thus, the organisation (Felin & Foss, 2004). 
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Therefore, we argue that a multi-level analysis is necessary, and that the collective structures, 

capabilities and social outcomes should be explained in terms of individual action. 

 
1.4.3 Research Approach 

In philosophy of science, little attention has traditionally been given to the process of 

developing theories, as focus has primarily been on the confirmation of theories already 

developed and the validity of conclusions (Nygaard, 2005). However, in recent times, attention 

in the philosophical field has shifted towards the concept of creativity, in which the 

methodological approach abduction becomes relevant (Kirkeby, 2002).  

 

The American philosopher and pragmatist C.S. Peirce (1931-58, 1998) argued that one 

must address the world by guessing. The method based on qualified guesses is known as 

abduction. Abduction can be defined as “reasoning that forms and evaluates hypotheses in 

order to make sense of puzzling facts (...) a process of forming an explanatory hypothesis for 

poorly defined phenomena” (Dunne & Dougherty, 2016: 135), and can be seen as a logical 

operation that introduces a new idea (Peirce, 1998). With the abductive approach, the research 

process starts with ‘puzzles’ and is then devoted to their explanation, which is relevant in 

situations where a researcher encounters an empirical phenomenon that cannot be explained by 

existing theories (Mitchell, 2018: 105). This separates the approach from deduction and 

induction where no new knowledge is provided into the situation, as the theory is given either 

as a general rule to apply (deduction) or as a proposition to test (induction). In reverse to 

induction, which moves from a specific case to a general rule, or deduction, which moves from 

a general rule to a specific case, the abductive reasoning contributes with more than what is 

already known and questions the linear view of causality (Lorino, 2018).  

 

Starting from observed clues, abduction looks for explanatory models, as it “(...) follows a 

pragmatist perspective, taking incomplete observations from experience and reality that may 

lead to a best prediction of the truth” (Mitchell, 2018: 105). Thus, in abduction, explanatory 

models are presented as plausible explanations, which means that they are neither true nor false, 

but more or less meaningful and useful for later steps in investigation.  
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In regard to scientific knowledge, abduction is fallible, that is, the conclusion generated can 

possibly be wrong while the premise is true (Lorino, 2018; Egholm, 2014). For the time being, 

the conclusion of abduction can therefore be regarded as the most plausible theory until 

invalidated by new facts or conceptions from additional research. 

 

 
Figure 1.4.3. The Abductive Research Approach.  
Based on Kovács and Spens (2005). 
 

With an abductive research approach, new knowledge provided by the researcher should derive 

from logical processes for it to be regarded as valid knowledge (Nygaard, 2005). Intuitive 

processes are thus considered invalid. Kirkeby (2002: 124) presents the following three criteria 

for an abductive theorising process to prove logical:  

 

1) Fully conscious 

2) Follow a shape of logical language 

3) Effortlessly conveyed into common language  

 

Hence, to qualify for a logical thought process, the process should adopt a logic with certain 

heuristics within systemised structures, and these systemised structures should be conveyed 

into common language without difficulty (Kirkeby, 2002). In this thesis, we have pursued an 

internal consistency and logic, and thus, we contend that the research process corresponds to 

the criteria as suggested by Kirkeby (2002). 

 

The research approach of this thesis follows what could be seen as an abductive approach 

(Pierce, 1931-58, 1998), since the process in this study is speculative and explorative and 

embraces a creative process. The purpose of this thesis is to develop speculative conjectures 

and provide new knowledge on the relationships between already known phenomena. The 

inductive and deductive approaches are considered insufficient for this purpose, as they solely 

consider already known theories and provide means for testing without introducing new 
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knowledge. In reverse, abduction and its characteristics provide a more suitable methodological 

point of departure for this thesis, since it offers a technique to incorporate existing theory where 

appropriate and build new theory, and thus, attain new knowledge about a phenomenon not yet 

shed light upon.  

 
1.4.4 Research Process 

Since this thesis is purely theoretical, neither quantitative nor qualitative research methodology 

including empirical analyses have been applied. As stated in section 1.4.2 Research Approach, 

the research process has followed a process that bears resemblance to the abductive approach. 

The research process of this thesis was initiated with in-depth studies and a review of theoretical 

knowledge within the field of strategic management and dynamic capability-based literature. 

The empirical material of this thesis consists of research articles. 

 

First, the research articles were selected from these literature reviews based on their overt 

relevance to the construct of the study. Subsequently, the different theories were matched and 

examined through a meta-analysis, which made it possible to read across existing research and 

combine the individual parts to a collected whole. Complementing theories were critically 

examined in regard to their applicability for the purposes of the thesis. Recognition happened 

spirally as a consequence of the critical reading, and the transverse view of existing literature 

further allowed for the discovery of general tendencies and disparities in choices of method and 

sources. From these processes, the theoretical gap, as presented in section 1.2 Theoretical Gap, 

was identified, which led to the process of a logical hypothesis generation about potential 

relationships among known phenomena. Drawing on a critical realist lens, in which it is 

encouraged that the researcher makes carefully use of own experiences and knowledge in the 

research process (Egholm, 2014), we applied our human intellect and prior theoretical 

knowledge in the generation of propositions concerning how the distinct phenomena potentially 

relate and what theories might constitute the potential to shed light on the identified gap. Doing 

so led to the bridging of theories within the field of both strategic management, organisation 

behaviour and social cognition. We thus assume a rather informal, less economic stance as 

supported by for example Felin and Foss (2004).  
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Throughout the research process, an attempt has been made to increase objectivity to attain 

reliability and validity. The concepts of reliability and validity and related considerations will 

be elaborated in the following section. 

  

1.4.5 Reliability and Validity 

In this thesis, we find it relevant to examine the concepts of reliability and validity even though 

the conclusions of this thesis are speculative conjectures subject to falsification. When this is 

said, reliability is arguably a requirement for a theory to explicate actual relationships and 

consequently for a proposed theory to be accepted.  

 

Reliability concerns the consistency between the results of different analyses of the same 

phenomena, implying that applying the same method to the same sample under the same 

conditions should provide the same results (Andersen, 2002: 77). However, a reliable method 

and analysis does not necessarily mean that it is valid. Validity relates to whether the analysis 

and its findings truly represent the phenomenon claimed to be analysed (Andersen, 2002: 

77). Through a conscious thought process, and since we have conducted critically in-depth 

cross-examinations of widely accepted theories, we contend that we have correctly interpreted 

the terminology used in the various theories, but also that researchers who attempt to will be 

able to derive somewhat identical conclusions (Andersen, 2002).  

 

As established in section 1.4.1. Philosophy of Science, we recognise that our research process 

is subject to a degree of methodological subjectivism, as our knowledge is distorted by our 

human cognition. However, an attempt has been made to increase objectivity through the 

logical line of thought, cross-examination of references, concepts, and applied terms to obtain 

a high degree of both reliability and validity. Altogether, this ensures both reliability and 

validity of the collected data and the proposed conclusions in this thesis. 

 

1.4.6 Methodological Limitations and Implications 
The proposed conclusions in this thesis may be valid in terms of logic, however, they should 

be regarded as initial steps towards theorising and instead come across as speculative 

conjectures subject to fallibilism. Thus, the reader should be careful in drawing conclusions 
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entirely from this thesis, as the propositions are founded solely on theoretical insights, and are 

not studied empirically and tested through either deduction or induction (Kirkeby, 2002). 

Nevertheless, we contend that the theoretical integrative framework built in this thesis opens 

up for future empirically tests. 

 

In pursuing methodological individualism, certain implications follow. First, since we 

recognise that individuals are heterogenous by nature, it is challenging, if not impossible, to 

draw generalisations about human behaviour. Second, we have chosen to focus on only two 

potential influential constructs in explaining the microfoundational means to attaining dynamic 

capabilities and strategic change. We thus recognise that many other theories privileging 

individual constructs could potentially help explain the organisational phenomenon, and that 

the conclusions of this thesis are only part of the story. Third, privileging the individual micro-

level, linking the individual and organisational levels, might include certain causality issues 

(Felin & Foss, 2019). The researcher might get caught in the infinite regress ‘trap’, that is, at 

each level, the explanation depends on another point introduced in a different level. From this 

view, it is always necessary to go further back, and consequently, there is no end with the 

provision of justifications (Felin & Foss, 2019: 23). This implies that the original theories can 

never be verified (Egholm, 2014). Instead, from this view, theories can be regarded as 

speculative conjectures, which underlines a human aspect in deriving theories. 

 
1.5 Structure of Thesis 
The thesis is structured into four main parts, as illustrated in below figure 1.5, namely 

Introduction, Conceptualisation, Analysing Discussion and Conclusions, each consisting of 

respective chapters. 

 

 
Figure 1.5. Structure of Thesis. 
Authors creation. 
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Initially, to set the scene, a theoretical conceptualisation is provided creating a sound foundation 

for the analysis. Then, the key concepts, that is, Strategic Change, Organisational Learning, 

Sensemaking and Self-efficacy, are analysed and discussed. Following that, the key concepts 

are integrated and their interrelationships analysed, giving rise to an integrated framework of 

microfoundations means to attain strategic change. Lastly, conclusions are submitted.  
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2. Theoretical Conceptualisation 

 
In this chapter, the theoretical foundation, on which this thesis is based, is submitted. First, the 

theoretical field of strategic management and its shift in paradigm from outside-in to inside-out 

is briefly reviewed. Second, a theoretical conceptualisation of the dynamic capabilities view is 

outlined and discussed. Finally, a conceptualisation of knowledge is submitted.  

 

2.1 Introduction  
The dominant focus in research with strategic management centres around explicating how to 

sustain competitive advantage and long-term prosperity. In the field of strategic management, 

two paradigms have long been prominent, namely, the structure-conduct-performance 

paradigm and the yet prevailing resource-based view (Teece et al., 1994). In contemporary 

times with rapidly changing business environments, open to global competition and 

characterised by high uncertainty, sustainable advantage necessitates more than the ownership 

of difficult to replicate assets (Teece, 2007). On that basis, contemporary research has emerged 

and juxtapose fundamentally from the antecedent, dominant structure-conduct-performance 

paradigm. The emergent approach to strategy, the resource-based view and the emanating 

dynamic capabilities view, illustrate a movement in unit of analysis from industry structure to 

the firm and its capabilities and assets (Penrose, 1959; Kay et al., 2018). Scholars in dynamic 

capabilities view went deeper into the black box of the firm and brought the entrepreneur, the 

manager, dynamics, and know-how onto centre stage (Kay et al., 2018). The concept of 

dynamic capabilities has gained increased attention in the past two decades and is now one of 

the most researched and discussed contemporary topics in the field of strategic management 

(Easterby-Smith et al., 2009; Di Stefano et al., 2014). The vast amount of suggested approaches 

to conceptualise the term is however largely disconnected and contradictory which hampers its 

practical implication (Barreto, 2010; Peteraf et al., 2013).  

 

To demonstrate the logic behind the identified theoretical gap, the two dominant schools of 

thought in strategic management literature, the structure-conduct-performance and the 

resource-based view, are briefly reviewed and compared. Extending from the resource-based 

perspective, the dynamic capabilities approach is then conceptualised to constitute the 
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theoretical framework of this thesis. As these capabilities are perceived to be commonly 

comprised by knowledge assets, a conceptualisation hereof is derived.  

 

2.2 The Shift in Strategic Management  
Initially the two opposing fields of strategic management are reviewed, highlighting their 

underlying assumptions. Subsequently, they are compared and discussed in regard to their 

applicability in bridging the identified theoretical gap in dynamic capabilities literature.  

 

2.2.1 The Structure-Conduct-Performance Paradigm  

The structure-conduct-performance (henceforth ‘SCP’) paradigm is rooted in neoclassical 

theory and industrial organisation economics (Mason, 1949; Bain, 1959). SCP postulates causal 

relationships between industry structure, the conduct of firms in that specific market, and their 

economic performance (Bain, 1959). The dominant framework in this paradigm is Porter’s 

(1980) Five Forces, emphasising how firms should develop strategies that exploit external 

opportunities by matching their available resources relative to competitors. It provides a 

systematic way of thinking about how competitive forces work at the industry level and how 

these determine profitability of different industries and their sub-sectors (Teece et al., 1997).  

 

Porter’s (1980) approach rests on two primary assumptions. First, that firms within the same 

industry are homogeneous in regard to internal resources, and second, that these resources are 

perfectly mobile and thus readily can be acquired and sold. It has been widely criticised for its 

several shortcomings, including for instance its composition. As a static model, the framework 

provides a snapshot of competitive forces of the wider industry at some point in the past. This 

can be useful as an overview for informing short-term strategy but is not applicable in long-

term strategy formulation in today’s rapidly evolving environments as addressed in Chapter 1.0 

Introduction.   

 

The SCP paradigm thus focuses on the essence of strategy formation as relating the company 

to its external environment. During the 1970s, it was heavily criticised for its unambiguous and 

linear causality. Opposing scholars claimed that firms no longer passively put up with their 

environment, but to some extent are able to modify and, at least partly, transform the market 
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conditions in which they evolve (Mintzberg et al., 2009). Proposals of a reverse causality led 

to the quest for a link between strategy and the internal environment, i.e. firm resources and 

processes (Alexander, 1992), giving rise to the resource-based view outlined in the forthcoming 

section. 

 

2.2.2 The Resource-Based View of the Firm  

The resource-based view (henceforth ‘RBV’) emerged during the 1980s and 1990s, shifting the 

focus of strategy formulation from the industrial organisation perspective to sources of profit 

within the firm (Selznick, 1957; Wernerfelt, 1984; Barney, 1986; Collis & Montgomery, 1997). 

Closely in line with the Chicago school of thought, this approach sees industry structure as the 

efficiency outcome instead of market power, to indicate that performances vary among firms 

due to the differences in resource endowments (Rumelt et al., 1991). Taking a point of departure 

in internal firm resources, the RBV has since become the predominant approach to analyse 

sustained competitive advantage and the primary basis for strategy formulation (Grant, 1991). 

Rather than firms pursuing similar generic strategies, RBV’s emphasis on deployment and 

development of distinct internal resources sheds light on how a given firm differs from its 

competitors and how its strategy optimally should be designed to exploit these differences 

(Grant, 1991; 1996). Superior performance in the RBV is thus not owed to better resources, but 

rather to a firm’s unique competencies in exploiting its resources more appropriately (Penrose, 

1959).  

 

Firm resources include “all assets, capabilities, organisational processes, firm attributes, 

information, knowledge etc. controlled by a firm that enable the firm to conceive of and 

implement strategies that improve its efficiency and effectiveness” (Barney, 1991: 101). 

Resources do not arise in isolation but rather combine as endowments or bundles. To make 

themselves distinct from competitors, firms balance their efforts in creating privileged asset 

positions internally and acquiring resource endowments in strategic factor markets (Barney, 

1986; Dierickx & Cool, 1989). Barney (1991) asserted that differing degrees and scope of 

control over valuable, rare, inimitable and non-substitutable (VRIN) resources, combined with 

organisational readiness (O), lead to sources of abnormal profitability and thus intra-industry 

differences in performance. In competitive markets it is the ease of imitation that determines 
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the sustainability of competitive advantage (Teece et al., 1997). According to Barney (1991) 

unique historical conditions, causal ambiguity and/or the social complexity of interpersonal 

relations can lead to firm resources being imperfectly imitable, in turn creating isolating 

mechanisms hampering competitors from performing at the same level (Lippman & Rumelt, 

1982; Rumelt, 1984). 

 

The RBV is bound by two critical assumptions to understand sources of competitive advantage 

(Barney, 1991). Initially, the approach assumes that firms within a certain industry may be 

heterogeneous with respect to the bundles of resources they control. This rests on the 

acknowledgement of path-dependency in firm behaviour, where current and future outcomes 

depend upon past decisions and accumulation of resources (Lockett & Thompson, 2001). The 

second assumption, building on this path-dependency, suggests that resources are in turn not 

perfectly mobile between firms, implying that heterogeneity may last (Barney, 1991). Despite 

this criticism, RBV continues to be a widely accepted area for strategic management research.  

 

2.2.3 Comparison of the SCP and RBV  

From the above review, it appears that the primary difference between the SCP and RBV is the 

unit of analysis, being respectively the industry and internal firm resources as sources of profit. 

Their approaches to strategy differ in the relative emphasis they place on market opportunities 

versus company capabilities (Alexander, 1992). At one end of the spectrum, the outside-in 

school of thought represented by SCP and Porter (1980), focuses on identification of 

competitive gaps, seeking to clarify how organisational capabilities must be developed to 

address opportunities most effectively. At the other end the RBV, anchored in the inside-out 

school of thought, focuses on internal bundles of resources and seeks to identify appropriate, 

profitable opportunities where these can be exploited (Alexander, 1992).  

The paradigms rest on two opposing underlying assumptions regarding resources. While SCP 

considers them to be homogeneous and perfectly mobile, RBV assumes resource heterogeneity 

and imperfect mobility between firms (Barney, 1991). Both approaches have been criticised for 

becoming merely outside-out and inside-in focused, desperately seeking the right problem in 

their respective units of analysis (Alexander, 1992). The differences in orientation and 

assumptions are illustrated in figure 2.2.3. 
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Figure 2.2.3. Differences in Assumptions within the SCP and RBV.  
Authors’ creation based on Barney (1991) Montgomery & Wernerfelt (1991), Alexander (1992) and Porter (1980). 
 

Where SCP claims significant accounting profit differences between industries, the RBV is 

empirically supported by several studies revealing greater intra-industry variances (e.g. Rumelt, 

1991; Montgomery & Wernerfelt, 1991). The emphasis on the internal environment’s influence 

on profitability implies that superior performance appears to derive from heterogeneous firm 

resources. While this justifies the acknowledgement of RBV as the dominant theoretical 

framework to explain competitive advantage and firm growth, the field is in need for a 

contemporary approach building on realistic assumptions (McGrath, 2013).  

Although the RBV initially evolved as a dynamic approach emphasising an emerging 

environment (e.g. Penrose, 1959; Wernerfelt, 1984; Dierickx & Cool, 1989), it is essentially 

static in nature and has difficulty incorporating the evolution over time of the resources and 

capabilities forming the foundation of competitive advantage (Priem & Butler, 2001). It 

recognises, but does not explain, the sources of heterogeneity nor the nature of isolating 

mechanisms enabling competitive advantage to be sustained (Teece et al., 1997).  

Accordingly, the dynamic capabilities notion has emerged as a response to the previously 

mentioned criticism. Taking market dynamism and innovation into consideration, the dynamic 

capabilities view aims at explaining how and why certain firms gain competitive advantage in 

situations of rapid and unpredictable change. This will be addressed in the following section.  
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2.3 Theoretical Conceptualisation of Dynamic Capabilities 
Arising as an extension of the RBV, the dynamic capabilities notion originated during the 1990s 

as an approach to understand strategic change (Teece et al., 1994). Initially defined as “the 

ability to integrate, build, and reconfigure internal and external competencies to address 

rapidly changing environments” (Teece et al., 1997: 517), it has left open questions of what 

constitute such abilities, what their attributes are and where they originate from (Easterby-Smith 

et al., 2009). The debate is generally focused on two critical issues of respectively, i) their nature 

and definition, and ii) their effects and consequences, implying that the objective of their 

existence is controversial (Di Stefano et al., 2014; Gremme & Wohlgemuth, 2017). In the 

following, we will shed light onto these issues and build a theoretical conceptualisation of our 

interpretation of what we term the ‘dynamic capabilities view’. In the subsequent chapters, this 

conceptualisation will be unwound to help identify the constituent components of dynamic 

capabilities and strategic change. 

 

2.3.1 Resources, Competencies and Capabilities 

To shed light on where dynamic capabilities originates from and how they are formed, it is 

relevant to unravel the concept of capabilities and what the term involves.  

 

In accordance with the RBV, the emerging strand of research on dynamic capabilities defines 

the organisation as consisting of bundles of resources (Teece et al., 1997; Eisenhardt & Martin, 

2000; Helfat et al., 2007), establishing resources as the core element of organisational analysis. 

Amit and Schoemaker (1993) define resources as the stocks of tangible and intangible assets 

available to the organisation. Tangible assets comprise physical objects such as buildings, 

products, or equipment, whereas intangible assets encompass non-physical assets like 

capabilities, knowledge, intellectual property rights and brand equity (Franke, 2010). They 

constitute the organisational building blocks that are combined and deployed to achieve 

outcomes. Objectives are addressed by putting the resources into action.  

 

Competencies are the ability to sustain the coordinated deployment of resources, tangible as 

intangible assets, in a manner that aid the organisation in achieving its strategic intents 

(Prahalad & Hamel, 1989) and goals (Sanchez et al., 1996). Competencies are therefore 
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complex patterns of coordination between individuals, knowledge and other resources (Franke, 

2010: 8). Teece et al. (1997) consider competencies as representative of organisational routines 

and processes that are facilitated when firm-specific assets are gathered in integrated clusters 

spanning individuals and groups, and can be defined as “a firm’s capacity to deploy its 

resources using processes to affect a desired end” (Saxena, 2014).  

 

In understanding the concept of competencies, organisational routines are explanatory. 

Routines are central in the context of evolutionary theory and neo-Schumpeterian economics, 

building on the behaviour of agents and (the cognitive nature of) organisational structures. 

Nelson & Winter (1982: 15) note that “[…] what is regular and predictable about business 

behaviour is plausibly subsumed under the heading ‘routine’, especially if we understand that 

term to include the relatively constant dispositions and strategic heuristics that shape the 

approach of a firm to the non-routine problems it faces”. Implicitly taking the relatively 

constant dispositions and strategic heuristics into consideration, Winter (2003: 991) defines a 

routine as a “[…] behaviour that is learned, highly patterned, repetitious, or quasi-repetitious, 

founded in part in tacit knowledge and the specificity of objectives”. Routines are as such 

patterns of interactions that represent successful solutions to particular problems. Thus, a 

competence is, basically, a routine, or a set of interacting routines (Franke, 2010: 8). These 

patterns are resident in group behaviour, though certain subroutines may be resident in 

individual behaviour (Teece et al., 1997). As noted by Winter (2003), routines, and thus 

competencies, are rooted in knowledge. Knowledge as a concept will be further elaborated in 

section 2.4 The Conception of Knowledge.  

 

A capability is a high-level routine or competence, partly founded in tacit knowledge. A 

capability comprises of elements such as skills, routines, norms, values, abilities and/or 

learning. A capability is thus the quality of being ‘capable’ of doing something (Franke, 2010), 

suggesting that competence is a necessary condition for having a capability. This further implies 

that capabilities are required to meet strategic goals. A capability is thus “the use and 

deployment of its competencies to accomplish its organizational goals” (Saxena, 2014). 

However, which goals are set is not an autonomous process, as will be elaborated in the 

subsequent section. 

 



 

32 

2.3.2 Managerial Cognition 

The combination of resources, as distinct from their singular use, is a key issue for the 

management. The emerging literature on dynamic capabilities is increasingly considering 

managerial cognition a significant determinant of firm performance and strategic change 

(Helfat & Peteraf, 2014). The notion of managerial cognition was introduced by Penrose (1959), 

who identified the supply of managerial services, especially in the upper echelon, as a 

fundamental constraint to organisational diversification and growth. Today, the same can be 

postulated about strategic change more generally (Helfat & Peteraf, 2014).  

 

In the dynamic capabilities view, it is implicitly inferred that it is the managerial cognition, that 

is, perception and comprehension, which determines the resources that should be developed or 

acquired in order to build routines or competencies that should aid the development of 

capabilities (Teece et al., 1997; Helfat et al., 2007). Decision-making is seen as a dynamic 

process driven by processes through which the manager seeks to sense an organisation's internal 

situation and its changing, external environment, seize the organisation’s activities, and 

reconfigure the organisation so that it adapts to the changing circumstances (Teece, 2007). 

Hence, the managerial function is entrusted with responsibility of conceiving new assets and 

capabilities, and new means of coordinating activities to result in future performance. This 

denotes that causal ambiguity is allocated a role to the manager, as it is her/him that determines 

the set of resources to be developed or acquired.   

 

2.3.3 Operational Capabilities and Dynamic Capabilities 

It is crucial to distinguish dynamic capabilities from what we in this thesis will refer to as 

operating capabilities (Helfat & Winter, 2011), also denoted ordinary capabilities (Kay et al., 

2018). Although most scholars have defined dynamic capabilities slightly different over time, 

there is a somewhat mutual understanding of their underlying components, that is, 

organisational processes and routines. Teece et al. (1997: 524) describe dynamic capabilities as 

“[…] organisational processes, that are […] shaped by a firm’s assets (positions) and its 

evolutionary path”, and Eisenhardt & Martin (2000: 1107) as “specific organisational and 

strategic routines”. According to Peteraf et al. (2013), most articles published after these adapt 

or partially modify these interpretations. As noted, a capability is a high-level routine, partly 
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founded in tacit knowledge, and although both operational and dynamic capabilities are 

underpinned by collections of such, they differ significantly in nature (Winter, 2003). 

 

Operating capabilities refer to the ability to “earn a living by producing and selling the same 

product, on the same scale and in the same customer population over time” (Winter, 2003: 

992). The competencies exercised in that stationary process are what Winter (2003) refers to as 

a ‘zero-order’ capabilities. They determine performance of necessary administrative, 

operational, and governance related functions, and thus pertain to the organisation’s current 

operations (Teece, 2014). They allow completion of defined tasks with some degree of 

proficiency but are by definition inadequate in aiding the organisation in responding creatively 

to volatility and unpredictable changes (Teece et al., 2016). However, without ordinary 

capabilities, the organisation cannot collect revenue from its customers that allows it to buy 

more input and repeat the process over again. Thus, we understand ordinary capabilities as the 

ability to perform day-to-day activities and keep up with competition.  

  

In reverse, we define dynamic capabilities in accordance with Helfat et al. (2007: 4) as “(…) 

the capacity of an organization to purposefully create, extend, and modify its resource base”. 

Winter (2003) ranks dynamic capabilities as ‘first-order’ capabilities aimed at changing the 

product or service, the production process, scale or markets and customers served. Accordingly, 

dynamic capabilities are inherently strategic (Teece et al., 1997), and govern strategic change 

through the reconfiguration of the organisation’s operating capabilities to keep them pertinent 

to changing environments (Collis, 1994; Galunic & Eisenhardt, 2001; Zahra et al., 2006). 

According to Teece (2007), it enables the organisation to not only invent but likewise innovate 

profitably. Whereas RBV emphasises resource picking, that is, selecting resource 

combinations, the dynamic capabilities view thus stresses resource renewal, that is, 

reconfiguring resources into new combinations of operational capabilities. The word 

‘purposeful’ in the above definition does not mean that observed changes must precisely match 

managerial intention. Instead, it denotes a minimum degree of intentionality in order to 

distinguish a capability from pure luck (Helfat & Peteraf, 2009; Helfat et al., 2007). Hence, the 

definition does involve an intent and separates a capability from its underpinning routines that 

are utilised in a somewhat automatic manner (Helfat et al., 2007). Helfat et al.’s (2007) notion 
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does not incorporate the consequences of dynamic capabilities. These will be briefly discussed 

in the following.   

 

As stated, a universally accepted definition of dynamic capabilities has not yet emerged despite 

the wide usage of the construct. This is, in part, due to the span of the initial definition by Teece 

et al. (1997), but also due to divergences among scholars that have been contributing to the 

development of the field (Easterby-Smith et al., 2009). One of the primary debates concern the 

effects and consequences of dynamic capabilities, particular in regard to their link to 

competitive advantage and firm performance. Teece et al. (1997: 515) associates the concept 

of dynamic capabilities with “the ability to achieve new forms of competitive advantages”. In 

his later work, Teece (2007: 1341) argues similarly argues that dynamic capabilities are “the 

foundation of enterprise-level competitive advantage in regimes of rapid (technological) 

change”. Further, he disaggregates dynamic capabilities into component capabilities that are 

“necessary to sustain superior enterprise performance” (Teece, 2007: 1319) in rapidly 

changing environments.  

 

On the other hand, Eisenhardt and Martin (2000: 1106) define dynamic capabilities as processes 

that organisations can use to obtain, integrate, reconfigure and release resources, leading to new 

resources and resource configurations. Hence, the differences arise from assumptions about 

what constitutes a dynamic capability. There exists a lack of agreement about whether a 

dynamic capability refers to substantive capabilities in volatile environments or to an 

organisation’s ability to alter existing substantive capabilities, regardless of the volatility of the 

environment (Zahra et al., 2006: 5). In Eisenhardt and Martin’s (2000) view, dynamic 

capabilities are necessary, but not sufficient, for attaining competitive advantage. Instead, 

competitive advantage results from the resource configurations and not from dynamic 

capabilities per se (Eisenhardt & Martin, 2000). Eisenhardt and Martin (2000) argue that 

dynamic capabilities cannot be sources of competitive advantage or superior firm performance, 

as they represent best practices and will lead to equifinality. Thus, from this view, dynamic 

capabilities are commonalities in the form of best practices, similar across firms. While we 

acknowledge that competitive advantage may not necessarily come from dynamic capabilities 

per se (Eisenhardt & Martin, 2000) but rather resource configurations, we condemn that best 

practices are necessarily perfect substitutes. Even as best practices, dynamic capabilities 
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remain idiosyncratic in their details, and ultimately, they may be a source of competitive 

advantage. Thus, we contend an approach that resembles more with that of Teece’s (2007), 

arguing that dynamic capabilities are the foundation of enterprise-level competitive advantage 

in regimes of rapid change, and potentially, what enable firms to achieve new forms of 

competitive advantages. As such, in the literature around dynamic capabilities, many 

divergences around the effects and consequences exist. Due to the scope of this thesis, no 

further inquiries into these debates will transpire. 

 

2.4 The Conception of Knowledge 
As established in the preceding, routines or competencies and capabilities are rooted in 

knowledge and have a potential strategic value. Thus, to understand how effective routines are 

developed and dynamic capabilities formed, we contend that a brief examination of the concept 

of knowledge is needed. 

In the dynamic capabilities view, the creation of learning, knowledge-sharing, and knowledge 

integrating processes are pointed to as important elements in the development of dynamic 

capabilities and likely to be critical to business performance (e.g. Teece et al., 1997; Teece, 

2007; Eisenhardt & Martin, 2000). For instance, it is suggested that a firm’s ability to recognise, 

interpret and pursue external opportunities, relies highly on the individual’s existing knowledge 

and the knowledge and learning capacities embedded in the organisation to which the individual 

belongs Teece et al. (2007: 1323). However, we contend this brief outline of knowledge is 

insufficient for the purposes of this thesis, as it fails to consider the complexities of the concept. 

Hence, the subsequent section seeks to briefly conceptualise and bring forward a working 

definition of knowledge.  

 

Knowledge is a diffuse and multifaceted concept and is often misconceived as information 

processing or data (Nonaka, 1994: 14). Many diverging definitions of knowledge can be found 

in existing literature, causing confusion. However, among knowledge scholars there seems to 

be a consensus that knowledge is neither data nor information, though the three are interrelated 

(Nonaka, 1994; Nonaka et al., 2006; Davenport & Prusak, 2000). 
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Where data is “a set of discrete, objective facts about events” (Davenport & Prusak, 2000), 

information is as a flow of messages or meanings (Nonaka, 1994). Information builds on 

selected data, that is, data becomes information when it is given shape and meaning (Davenport 

& Prusak, 2000: 3). Information might add to or change knowledge (Nonaka, 1994: 15). 

Knowledge can be defined as “justified true beliefs” (Nonaka, 1994: 15), and is viewed as a 

dynamic process in which individuals justify personal beliefs as part of an aspiration for the 

"truth” (Nonaka, 1994: 15). Knowledge is created and organised by the flow of information, 

tied up on commitment and beliefs of the individuals possessing it. Additionally, knowledge is 

the capacity to define a situation and act accordingly (Nonaka et al., 2006: 1181), and is 

therefore considered closely linked to action. Accordingly, increased knowledge can potentially 

lead to more efficient production or innovations (Davenport & Prusak, 2000).  

 

2.4.1 Individual and Organisational Knowledge 

Nonaka and Takeuchi (1995), suggest that knowledge can exist on an individual level and on a 

collective, organisational, level. Individual knowledge consists of the knowledge that 

individuals hold from experiences and activities through life and general human intellect. 

Organisational knowledge is the knowledge that comes from the activities and practices within 

the organisation, where individual knowledge comes into play and is transformed into 

organisational knowledge. Organisational knowledge thus necessitates individual knowledge. 

Acknowledging that the ability to recognise opportunities depends on the individual's 

capabilities and extant knowledge, and the organisation’s knowledge and learning capacities 

(Teece et al., 2007), implies that individual knowledge should be easily diffused and become 

organisational knowledge. This implies that, to attain and leverage organisational knowledge, 

individual members’ schemata should be connected and harmonised. The process of converting 

individual knowledge into organisational knowledge is impacted by the concepts of tacit and 

explicit knowledge.  

 

2.4.2 Explicit and Tacit Knowledge 

As first introduced by Michael Polanyi (1966), two types of individual knowledge can be 

identified, namely explicit and tacit knowledge. The distinction of the two represents what 
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Nonaka (1994: 15) describes as the epistemological dimension to organisational knowledge 

creation, as it comprises a continual dialogue between explicit and tacit knowledge “(...) which 

drives the creation of new ideas and concepts”.  

Explicit knowledge constitutes tangible knowledge that can be codified and written, making it 

easily transmittable to other individuals (Nonaka, 1994: 16; Nonaka & Takeuchi, 1995). 

Explicit knowledge is discrete or "digital", as it can be captured in writing and records of the 

past e.g. in databases (Nonaka, 1994: 17). In reverse, tacit knowledge refers to intangible and 

informal knowledge which is deeply rooted in individual contextual action, commitment and 

involvement. Tacit knowledge is connected to senses, movement skills, intuition or implicit 

rules of thumb (Nonaka et al., 2006: 1182), and thus involves cognitive elements such as an 

individual’s interpretations of reality. As such, the characteristics of tacit knowledge hinder it 

from being easily formalised and articulated. Like individual knowledge, organisational 

knowledge may also be tacit, in that individuals make up the collective mindset of the 

organisation, representing the tacit knowledge element. In the dynamic capabilities view, the 

tacit component constitutes a significant, non-inimitable component of an organisation’s 

superior operational competence, and has the potential for a time to support superior 

performance and constitute a source of competitiveness (Teece, 2007: 1346).  

 

2.5 Concluding Remarks 

In the preceding, it was derived that organisations, according to the dynamic capabilities view, 

constitute of resources, tangible and intangible, competencies and routines, and that capabilities 

are the use and deployment of competencies to accomplish strategic goals. It was established 

that possessing dynamic capabilities is the capacity of an organisation to create, extend, and 

modify its resource base and govern strategic change through the reconfiguration of the 

organisation’s operating capabilities. Thus, a dynamic capability is a high-level routine that 

goes beyond an operational competence, enabling the organisation to invent and innovate 

profitably. Furthermore, it was adduced that the dynamic capabilities view proposes the concept 

of managerial cognition and the managers’ perception as a determinant to their decision on 

which capabilities and resources reconfiguration to undertake. Furthermore, it was asserted that 

knowledge ultimately constitutes the foundation of dynamic capabilities and should become the 
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focal point of attention. As an intangible asset, knowledge is difficult to manage effectively and 

efficiently. It was stated that knowledge can be either individual or organisational, and that it 

can take shape of tacit or explicit knowledge. Tacit knowledge, inherent in individuals and 

organisational processes, comprise of paramount source of competitiveness.  

 

However, as knowledge is eventually rendered obsolete, the organisation should continuously 

attempt to generate new knowledge. If the new knowledge is not developed fast enough, the 

quality of the organisation’s knowledge is reduced, as the context in which it must be applied 

has changed. This implies that the organisation constantly has to renew itself and its resources 

and capabilities, why it is relevant to look into strategic change as the means to operationalise 

dynamic capabilities. 
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3. Strategic Change 
 

In the previous chapter, the theoretical foundation for following analysis was outlined. It was 

asserted that knowledge constitutes the foundation of dynamic capabilities and they key to 

performance. As knowledge is eventually rendered obsolete, the organisation should 

continuously obtain new knowledge to renew itself and stay competitive. We are confident that 

the dynamic capabilities view can provide new insights into the apprehension of strategic 

change. On that account, this chapter intends to discuss the concept of strategic change as 

conceptualised by the dynamic capabilities view. First, the concept of strategy is examined 

including deliberate and emergent strategy. Second, strategic change as a concept is considered, 

followed by a discussion of the drivers for strategic change. Third, strategic change through the 

lens of the dynamic capabilities view is examined. Finally, the link between strategic change, 

innovation and learning is explored. 

 
 
3.1 Introduction 

As established in section 1.1 Background and Motivation, change is the one true constant in 

today’s business environment. The emergence of the knowledge economy, fierce global 

competition and considerable technological advancements has led to innovation becoming 

increasingly central to competitiveness.  As such, the foundation of competitiveness is not 

knowledge but rather the organisational capability to continuously accumulate knowledge and 

generate innovation to address internal and external opportunities and changes. 

 

In Chapter 2. Theoretical Conceptualisation, it was established that firms consist of a base of 

resources and that the ability to create, modify or extend this base constitute dynamic 

capabilities. Additionally, it was deduced that knowledge ultimately is the foundation of 

dynamic capabilities, and that the distinctive configuration of this knowledge prescribes a 

firm’s identity and competitiveness. Configuration of capabilities relies on the management, 

which is further determined by managerial cognition, determines the direction of the firm and 

ultimately its performance. Thus, strategic change to the forefront of managerial concerns, 
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which implies that strategic change in organisations is incited by managerial cognition of 

capability gaps between a perceived state and a desired state.  

 

This chapter will examine the concept of strategic change as conceptualised by the dynamic 

capabilities view. As a point of departure, an exploration of the precursors of the perspective 

on strategic change will be outlined in which two opposing views on strategy, deliberate and 

emergent, will be discussed. Here, it is contended that a balanced trade-off is a necessity in 

today’s rapidly changing environment. Next, strategic change through the of the dynamic 

capabilities view is examined, followed by a discussion of its implications. Finally, the link 

between strategic change, innovation and learning is discussed.  

 

3.2 Strategy as Formulation versus Formation  

Drucker (1954) was among the first contributors to the field of strategic management. He 

defined strategy as “(…) analysing the present situation and changing it if necessary… finding 

out what one’s resources are or what they should be” (Drucker, 1954: 17). To him, an 

organisation’s strategy was the answer to the dual questions ‘what is our business?’ and ‘what 

should it be?’. After this initial statement, little attention was paid to the field until around a 

decade later, where Chandler (1962: 13) detailed strategy as "(…) the determination of the basic 

long-term goals and objectives of an enterprise, and the adoption of courses of action and the 

allocation of resources necessary for carrying out these goals". Hence, Chandler (1962) did 

not differentiate between the concept itself and the process used to formulate strategy. 

 

Ansoff (1965) encountered the writings of Drucker (1954) and Chandler (1962) in developing 

his notion of corporate strategy. He was the first to narrow the definition and exclusively and 

explicitly focus on the concept of strategy, and the process by which it should be formulated 

based on opportunities in the environment (Bracker, 1980). Recognised as the strategic 

management guru, Ansoff’s (1965) work still constitutes the foundation of most modern 

strategic concepts. He defined strategy as a “(…) rule for making decisions determined by 

product/market scope, growth vector, competitive advantage, and synergy” (Ansoff, 1965: 118-

121). He viewed strategy as the “common thread”, in which product or market strategy should 

be based on competitive advantage, that is, a development based on the prevalent and potential 
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product or market combinations. Besides, he stressed the planning aspect of strategy, which 

gained prominence in the subsequent research. However, with the introduction of Porter’s 

(1980) contribution with strategy as positioning, the concept of strategy and its boundaries was 

yet extended.  

 

Thus, strategy has conventionally been considered in terms of what management ‘plans’ to do 

in the time to come. Its formation has tended to be treated as an analytical process for 

establishing long-term goals and plans of action for an organisation, that is, as one of 

formulation followed by implementation (Mintzberg & Waters, 1985: 257). While this 

approach has proved to work in the past, it has however ceased to be sustainable in the face of 

changing environments. To illustrate implications for organisations, two opposing approaches 

to strategy will be briefly outlined in the following. 

 

3.2.1 Deliberate and Emergent Strategy 

Mintzberg and Waters (1985) have operationalised the concept of strategy founded on the 

definition of strategy as “a pattern in a stream of decisions”, where streams of behaviour can 

be isolated to identify strategies as patterns (or consistencies) in such streams. By comparing 

intended strategy with realised strategy, Mintzberg and Waters (1985: 257) distinguish between 

strategy formation as deliberate, that is, realised as intended, and emergent, that is, constituting 

patterns or consistencies realised despite, or in the absence of, intentions. These represent two 

ends of a continuum. 
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Figure 3.2.1. Deliberate and Emergent Strategy. 
Based on Mintzberg and Waters (1985) and Mintzberg et al. (2009). 
  
As can be seen from figure 3.2.1, deliberate strategy is an approach to strategic planning that 

emphasises intention. In developing strategy, it advocates a systematic anticipation of future 

environmental challenges that an organisation faces and subsequently draws upon appropriate 

strategic plans for responding to these (Ansoff, 1994; Porter, 1980). It takes a rigid approach to 

management, and presumes stable and predictable environments (Mintzberg et al., 2009). 

Emergent strategy, on the other hand, develops when an organisation takes a series of actions 

that with time turn into a consistent pattern of behaviour, irrespective of specific intentions and 

goals (Mintzberg & Waters, 1985). It relies on internal flexibility and environmental changes 

to lead the organisation to where it may be going, making the approach particularly suitable for 

more dynamic environments (Mintzberg & Waters, 1985). 

  

As two ends of a continuum, the difference between the two is that where deliberate strategies 

provide the organisation with a sense of purposeful direction, emergent strategy implies that 

the process of strategy formulation is opened up to the notion of learning (Mintzberg & Waters, 

1985). By incorporating the concept of emergent strategy as realised strategy, the organisational 

capacity to experiment is acknowledged (Mintzberg et al., 2009). Mintzberg (1978) suggests 

that it is not possible to predict the future and plan for it in advance, and that strategies ultimately 

evolve as they are implemented. The process of strategy development is as such iterative and 

characterised by a largely informal process of trial-and-error where the individual and/or groups 
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within the organisation learn about the environment in which they are competing, and how to 

best take advantage of it in practice (Senge, 1990). Thus, in emergent strategy opens up for the 

innovation, in that it has a state of bounded instability (Stacey, 1993) and strategic flexibility 

which are considered needed for innovation to spur (Helfat et al., 2007).  

 

There is no universal consensus as to which approach is better than the other. Mintzberg and 

Waters (1985) argue that most real-world strategies lie somewhere in between the two extremes. 

Strategy formulation thus needs to cope with issues between the paradoxical nature of planned 

deliberate strategy versus emergent generative strategy to allow for innovation. While some 

sort of overall strategic direction is essential, the world is no longer dependable or predictable 

enough for management to rely solely on deliberate strategic planning in advance. In a dynamic 

environment, such an approach will fail as the environment changes before the strategy gets 

implemented or changes will occur that outdate the deliberate strategy. As such, emergent 

strategy seems to be extra relevant in the world we live in today. We thus contend that an 

organisation’s strategy should attempt to be a balance between the two. 

 

Furthermore, strategy formulation should increasingly be considered as a continuous learning 

process of constant reconciliation of the organisation’s goals and selection of dynamic paths 

for realising these. However, we assert that the approach to emergent strategy needs an 

adjusted mode of operating. As environments are changing at increasingly faster paces, the 

whole organisation plays an increasingly important role in the strategy formation.  

 

3.3 Strategic Change  

Strategic change has traditionally been defined as a process to which organisations are expected 

to change and adapt according to the environmental changes (Porter, 1980), for instance as 

indicated in the following: “(…) changes in the content of a firm’s strategy as defined by its 

scope, resource deployments, competitive advantages and synergy” (Hofer & Schendel, 1978: 

25). From this view, prosperity is determined by the nature of the fit between the organisation 

and its business environment. However, previous research has indicated that some organisations 

have been successful in adapting to the changes in the environment while others have not 

(Grant, 1991).  
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The perspective on strategic change has changed as a result of the introduction of the RBV and 

the dynamic capabilities view. Based on the previously addressed logic of the SCP approach, 

organisations are expected to change and adapt according to changes in their external 

environments. Porter (1991: 11) sees the essence of strategy formulation as ‘coping with 

competition’ by relating the organisation to its environment (Teece, 2007). This implies that 

competitive advantage can be explicated in terms of how well the organisation is tailored to 

meet the demands of its external environment. However, this view has proved to be insufficient 

in explaining the relatively high degree of intra-industry variability in profitability over longer 

periods of time (Lippman & Rumelt 1982, Rumelt 1991).  

 

Companies within the same industry, following similar strategies, have demonstrated 

significant differences in response to external changes, implying that the environment as key 

determinant of organisational change appears inadequate (Grant, 1991). In rapidly changing 

markets, an external orientation towards long-term strategy formulation is insufficient, as the 

environment presumably changes before the strategy gets implemented. This suggests a role of 

the firm’s resources and capabilities as primary constants upon which an organisation establish 

its identity and frame its strategy (Grant, 1991). Relating the organisation to internal factors as 

central considerations in formulating strategy constitutes the foundation of the RBV and 

dynamic capabilities view. As such, strategic change does not necessarily relate to 

environmental change, but also to the organisation itself through deployment, development and 

investment in resources and capabilities. While RBV emphasises the value of resources, the 

dynamic capabilities view addresses the need to explain these changes in valuable resources 

(Teece, 2007). In the dynamic capabilities view (Teece, 2007), strategic change is viewed as a 

process of capability reconfiguration to address the strategic goals set.  

 

Building on the premise of resource heterogeneity as determinant of competitiveness, 

competitive advantage in turbulent environments is seen as a function of dynamic capabilities, 

rather than industry conflict or competitive positioning (Teece et al., 1997). Where the RBV 

emphasises resource picking (Barney, 1991), the dynamic capabilities notion distinguishes 

itself by focusing on the conditions enabling these resources to be constantly renewed (Pavlou 

& El Sawy, 2011). It thus attempts to explain a firm’s greater ability to adapt to environmental 
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demands by altering its existing resource base and filling the gaps necessary to provide superior 

solutions (Teece et al., 2007).  

 

3.3.1 Drivers for Strategic Change and Innovation 

Desire to engage in strategic change may stem from inside or outside the organisation. 

Organisations are increasingly faced with significant pressures stemming from 

hypercompetition, rapid technological advancements, shortening of product life cycles and 

dynamic business environments (Lianto et al., 2018).  

 

Organisations rarely adapt to change in the same way. Action patterns differ among 

organisations due to managerial cognition, determining how demands of the evolving 

environment are anticipated and interpreted (Palmer et al., 2009). Thus, heterogeneous 

cognitive representations lead to initiation of diverging gap-closing activities to achieve 

differing strategic intents or goals, in turn leading to differential performance under conditions 

of change (Gary & Wood, 2011). Thus, top management may create change based solely on 

their own cognitions. Externally incited change is triggered by the manager’s perception of 

reality. Managers develop new strategic goals or strategic intents (Prahalad & Hamel, 1989) 

and initiate configuration of resources and capabilities, either by leveraging existing 

competencies or by building new ones (Teece et al., 1994) to reach the goals set. This process 

thus involves a deliberate strategy (Mintzberg & Waters, 1985).  

 

However, pressures for change are not only externally triggered. Rather, organisations change 

continuously in the desire to grow and become more successful (Palmer et al., 2009). If the pace 

of strategic change is perceived too by the managerial cognition, it creates internal pressures 

for change (Easterby-Smith et al., 2009). This implies that strategic change, and changes in 

capabilities, does not occur merely by exogenous shocks; reconfiguration of capabilities can 

also be driven by internal endogenous triggers.  

 

Traditionally, innovation was regarded as extraordinary event that occurred outside the 

organisation and the organisation then adapted to it to obtain a new equilibrium (Dosi, 2013; 

Mintzberg et al., 2009). Thus, innovation occurred as an exogenous phenomenon. However, in 
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recent times innovation has become fundamental and endogenous to the organisations for it 

prosper and gain competitiveness. This suggest that innovation is needed just to survive, which 

corresponds to the shift in strategic management theory (Mintzberg et al., 2009). Thus, from 

this, innovation can be seen as a key driver of strategic change in today’s rapidly evolving 

environments. To make room for endogenous innovation, however, emergent strategies are 

required, stressing the previous point that firms should seek a balanced trade-off between 

deliberate and emergent.  

 

For innovation and strategic change to occur, it entails assessing the perceived state and the 

desired state, and subsequently, being able to recognise the needed capabilities to attain the 

desired state (Lavie, 2006). 

 

3.4 Strategic Change Through the Lens of Dynamic Capabilities  

In Chapter 2.0 Theoretical Conceptualisation, it was established that dynamic capabilities are 

viewed as tools that enable the reconfiguration of operational capabilities and deployment of 

new ones to address turbulent environments. The process of reconfiguration refers to the 

efficiency (Kogut & Zander, 1996), appropriateness (Galunic & Rodan, 1998) and timeliness 

(Zott, 2003) by which operational capabilities are renewed in order to create or respond to 

market change. Thus, it can be seen as governing the rate of change of operational capabilities 

(Collis, 1994).  

 

Where dynamic capability indicates whether the organisation can alter the configurations of its 

capabilities, the reconfiguring mechanisms suggest how these are likely to change. They thus 

refer to the actual methods that organisations employ in order to implement such modifications, 

which makes them relevant for assessment.  

 

Through reconfiguration, obsolescence of outdated knowledge configures; whereas in contrast, 

firms that are slow in shaping their operational capabilities end up with core rigidities (Leonard-

Barton, 1992). Through transformation of knowledge, executives generate, articulate, and 

codify new available knowledge configurations, which are the foundation for improvements in 

organisational operations. Accordingly, what the organisation gets to know changes what it can 
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do. With an ultimate goal of capability renewal and to prevent rigidities (Teece, 2007), dynamic 

capabilities reconfigure the organisation’s knowledge resources and routines, and consequently 

change how individuals in the organisation carry out tasks. Arguably, reconfiguration of 

capabilities is needed to maintain flexible, and to try and escape from unfavourable path-

dependencies that might impede future action (Teece et al., 1997). 

  

As a field of research in its infancy, the dynamic capabilities view comes short with regards to 

operational frameworks on how to approach strategic change. To our knowledge, only a few 

studies have analysed the pattern of activities through which an organisation systematically 

reconfigures its ordinary capabilities and resources to improve innovativeness. One of them is 

the contribution from Lavie (2006). By observing the impact of technological change on the 

means undertaken to renew current ordinary capabilities, Lavie (2006) presents a model of three 

main mechanisms by which organisations initiate gap-closing activities in response to such 

(external) change. His model deploys an ex-post exogeneous view on innovation, which is a 

significant limitation taking the above-mentioned internally and externally incited drivers for 

change into consideration. However, given the lack of alternative frameworks, we find the 

theory useful as a point of departure for discussing (externally incited) strategic change 

through the lens of dynamic capabilities.  

 

3.4.1 Capability Gap: Perceived versus Desired Configuration  

Lavie’s (2006) reconfiguration mechanisms build on the underlying assumption that 

organisations pursue configurations that maximize the value of their perceived existing 

capabilities and competencies. Lavie (2006) suggests that in undertaking (externally incited) 

change, the organisation selects a ‘best alternative’ or desired state, i.e. the perceived value-

maximizing capability configuration, from an ‘abstract’ post-change capability, whose 

configuration is anticipated to lead to competitive advantage for any organisation in the post-

change competitive environment.  

 

To attain competitive advantage, the organisation changes it strategic goals and the capability 

configurations to best fit the desired state. This happens as a dual step process occurring where 

“… (1) the [organisation] redefines its perceived value-maximizing capability in view of the 
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technological change and its implications, and (2) the [organisation] reconfigures its actual 

capability in order to achieve a fit with the perceived value maximizing capability” (Lavie, 

2006: 167). 

 

The organisation’s pre-change capability configurations thus affect its choice of reconfiguration 

mechanism to address the sensed (external) change. This choice relates to the capability gap 

between the value-maximizing capabilities (i.e. the configuration that would maximize the 

value of a capability in the post-change environment) and the organisation’s pre-change 

capabilities. Lavie (2006) perceives the capability gap as a combination of a cognitive gap 

between the actual value-maximizing capability configuration and the perceived value-

maximizing capability configuration, and an operational gap between the perceived value-

maximizing configuration and the organisations pre-change capability configuration. Assuming 

that the organisation pursues to reconfigure its capabilities based on its own perception of the 

desired capability configurations, the perceived value-maximizing capabilities is more relevant 

than the actual value-maximizing capabilities. 

 

3.4.2 Reconfiguring Mechanisms 

Lavie (2006) identifies three mechanisms for capability reconfiguration to achieve the desired 

state, respectively:  

 

1) Substitution  

2) Evolution 

3) Transformation  

 

Lavie (2006) asserts that the characteristics of (technological) change, together with the 

attributes of current capabilities and path dependencies, determine the choice of reconfiguring 

mechanism and ultimately the organisation’s capacity to narrow the identified gap. 

  

Capability substitution is assumed in situations of severe (environmental) change act as a 

competence-destroying force, hampering the competitiveness of the organisation’s current 

capabilities. When current capabilities turn into liabilities, the organisation is inhibited from 
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implementing path-breaking change and is thus forced to substitute its obsolete reserve of 

capabilities with newly acquired ones to survive. As this requires different domains of 

knowledge and technologies than the organisation was exposed to in developing its current 

capability configurations, new capabilities are not developed internally. Capability substitution 

thus offers an alternative to endogenous innovation efforts and adaptation of existing 

capabilities, through retaining or discarding existing capabilities or acquiring new ones. The 

acquisition of capabilities can be done either through engagement in strategic alliances, merging 

with or acquiring organisations with distinct capabilities, learning from participants in industry 

associations, or hiring new personnel with novel domains of skills and knowledge (Lavie, 

2006). Though the substitution mechanism allows modification of capability portfolios, the 

organisation’s configuration of existing capabilities is assumed to remain intact and thus 

invariant to technological change. The only impact is on the value of capabilities, which may 

be enhanced or diminished based on their contributions to the organisation’s competitive 

advantage in the post-change environment. The advantage is usually lost in the wake of 

technological change when the value of existing capabilities is eroded, and the organisation 

fails to discard core rigidities and acquire new valuable capabilities. The variance of the 

organisation’s capability portfolio thus increases following a technological change as a result 

of uncertainty regarding the contributions of capabilities whose value cannot be observed ex 

ante (Lavie, 2006). Capability substitution thus corresponds to situations of major gaps 

between the perceived and desired capability configurations, where simple evolution of the 

organisation’s existing capabilities is considered insufficient to address the external change. 

 

In contrast, capability evolution is where the organisation initiates internal actions intended at 

exploiting its existing capability configurations (Lavie, 2006). Through modification and 

adjustment of its constituting routines, the evolution mechanism contributes to enhancement of 

the organisation’s operational capability by creatively recombining existing systems in order to 

improve responsiveness to technological developments. As it only applies to existing 

capabilities (capability acquisition is not an option), the pre-change configuration mechanisms 

can be seen as a determinant of which post-change capabilities the organisation achieves. This 

is due to the fact that the dynamic capabilities view builds on evolutionary economics (Nelson 

& Winter, 1982), according to which an organisation can change and adapt in response to 

exogenous events, but the actual path it follows depends on the history of its previous positions. 



 

50 

The evolution mechanism contemplates that the perceived current configuration is relatively 

close to the desired state, implying that only minor capability adjustments are required to close 

the gap (Lavie, 2006). Thus, it is suggested that capability evolution is the ‘easiest’ approach 

to strategic change out of the three mechanisms, as it solely implies leveraging of existing 

operational capabilities through modification of their underlying routines in a path-dependent 

manner.  

 

Lastly, capability transformation resembles an intermediate response to (technological) change, 

where some of the organisation’s routines are modified, others are discarded, and new ones are 

acquired, resulting in a transformed capability. It involves learning from a combination of 

internal sources of knowledge (as in capability evolution) and external sources, such as industry 

associations, alliance partners, newly acquired subsidiaries, and newly hired employees (as in 

capability substitution). Unlike the case of capability evolution, the post-change capability 

configuration is not a result of repetitive trial-and-error iterations, but the consequence of a 

synchronised directed action. 

 

As can be seen from figure 3.4.2, we interpret the reconfiguration mechanisms as modalities 

resting on a continuum which represents a capability gap (i.e. the cognitive and operational 

gap) between perceived and desired capabilities. Thus, capability substitution and capability 

evolution can be seen as two extremes, whereas transformation is an intermediary mechanism.  
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Figure 3.4.2: Reconfiguring Mechanisms. 
Authors’ creation based on Lavie (2006: 160). 
  

Based on the preceding, it can be argued that the wider the capability gap, the more difficult 

for organisations to undertake strategic change as both the operational and cognitive gap are 

wide. This suggest that for the organisation to attain strategic change, it should seek to conform 

with its ‘core’, that is, seek reconfiguring mechanisms that build and leverage on existing 

competencies. An appropriate choice of reconfiguration mechanism, and thus approach to 

change, can narrow the operational gap, but even when the organisation succeeds in 

reconfiguring its capabilities in accordance with perceived value-maximizing configurations, 

the final configurations will be less valuable if there exists a cognitive gap. Hence, the 

organisation should try to minimise the additive effects of cognitive and operational gaps that 

together constitute the capability gap. This entails an assessment of what the most accurate 

perception of the desired capability configurations is (narrow cognitive gap) and how it can be 

achieved (narrow operational gap). Comparing this to the previously discussed opposing 

approaches to strategy, strategic change and strategy through the lens of dynamic capabilities 

seems to merely resemble the concept of deliberate strategy. In section 3.2.1 Deliberate and 

Emergent Strategy, we argued that in today’s rapidly evolving environments, a firm’s strategy 

should compose of a balanced trade-off between the two approaches. Hence, we assert that the 

dynamic capabilities view would benefit from an explicit incorporation of approaches to 

emergent strategies.  
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Further, it can be contented that the width of the operational gap, rather than that of the cognitive 

gap, is most likely to influence the choice of reconfiguration mechanism and thus the approach 

to encounter strategic change (Lavie, 2006). This builds on the assumption that failing to 

perceive the implications of an external (technological) change constitutes a major cognitive 

gap which in turn may lead to the organisation not responding to change altogether. Thus, the 

selection of reconfiguration mechanism becomes irrelevant. This indicates that the impact of 

managerial cognition in the deliberate choice of how to undertake strategic change is limited 

by the organisation’s current operations, which are influenced by the organisation’s historic 

conditions. Though the dynamic capabilities view is rooted in RBV and acknowledge internal 

resources as determinants for competitiveness, the above discussion indicates that it merely 

assumes an adaptive perspective on strategic change, in that it relates the organisation to its 

external environment. Thus, the perspective resembles that of the SCP approach. Therefore, to 

our knowledge, we assert that the dynamic capabilities view fails to consider internally incited 

drivers for change, providing a constrained view of how dynamic capabilities may affect the 

firm’s ability to create, extend, or modify its resource base. It thus leaves open the possibility 

that dynamic capabilities may address or bring about strategic change unrelated to exogenous 

change. This will be further discussed in the following section.  

 

3.5 The Link between Strategic Change, Innovation and Learning 

In section 3.2.1 Drivers for Strategic Change and Innovation, it was established that innovation 

is regarded as the primary driving force for change, as it is key to survival and firm growth in 

today’s business environment. The fact that innovation is required for organisations to survive 

suggests a shift from seeing innovation as a rare event to merely as a process. In this regard, 

learning is believed to have a fundamental role, in that is it seen as the process through which 

innovation is attained (Dosi, 2013; Zollo & Winter, 2002).  

 

As indicated in the preceding, the dynamic capabilities view addresses how to adapt to 

innovation through reconfiguring mechanisms, that is, exogenous innovation. However, based 

on the preceding analysis of strategic change and innovation through the dynamic capabilities 

view, we argue that the dynamic capabilities view comes short with approaches to endogenous 
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innovation. An organisation may continuously engage in internal learning processes in order to 

modify its existing resources, routines and operational capabilities (Zollo & Winter, 2002), that 

is, resource creation (Teece et al., 1997). On that basis, we suggest that interactions between 

dynamic and operational capabilities not just occur as a response to exogenous triggers, but 

also through reproduction and adaptation of organisational routines as endogenous sources of 

innovation and strategic change. Further, it is apparent that the framework that the dynamic 

capabilities view rests on complies with the view that innovation is created from within. Hence, 

we argue that the dynamic capabilities approach would thus benefit from incorporation of a 

perspective on internally incited strategic change and endogenous innovation. 

 

Thus, dynamic capabilities can be seen as learned patterns of organisational activities providing 

means to modify capabilities and routines (Zollo & Winter, 2002). As such, the formation of 

dynamic capabilities and strategic change can be viewed as an ongoing learning process, in 

which knowledge is absorbed and assimilated to enable capabilities to evolve over time. Thus, 

we assert that learning is a crucial capacity for organisations to build competencies needed to 

fill the capability gap and reach desired capability configurations. We therefore propose that 

the notion of learning should be emphasised in respect to building dynamic capabilities. In the 

following chapter, we will investigate the concept of learning to attain strategic change.   

 

3.6 Concluding Remarks  

In this chapter, it was established that strategy can be considered deliberate, that is, involving 

control and intentions, and emergent, stimulating learning. In that respect, we argued that an 

organisation’s strategy should attempt to be a balance between the two, as an emergent strategy 

will allow for endogenous innovation which are required for the world we live in today, but 

some sort of overall strategic direction is still essential. It was contended that strategic change 

through the lens of dynamic capabilities seems to merely resemble the concept of deliberate 

strategy, and on that basis, we asserted that the dynamic capabilities view would benefit from 

an explicit incorporation of approaches to emergent strategies. It was furthermore asserted that 

learning is the means to achieve strategic change, and that the dynamic capabilities view should 

pursue an explicit incorporation of this concept. To elaborate on learning in regard to attain 
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strategic change, the following chapter will examine the concept of learning as conceptualised 

by the dynamic capabilities view. 
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4. Organisational Learning 
 
 
In the foregoing chapter it was inferred that innovation is the key driver for strategic change 

and ultimately the means to strategic change. It was further established that learning constitutes 

the foundation of innovative abilities of organisations, making it an imperative underlying 

process of dynamic capabilities. Consequently, this chapter will assess organisational learning 

and its underlying constructs as the means to form dynamic capabilities and attain strategic 

change. First, the concept of learning is presented along with an examination of its different 

levels. Second, the processes of individual and organisational learning are conceptualised, in 

which it is identified that learning stem from the creation of knowledge. Third, the impediments 

to learning are discussed. Finally, the process of knowledge creation is investigated to 

comprehend the acquisition and conversion of knowledge, and subsequently, its impact on the 

formation of dynamic capabilities discussed. 

 
4.1 Introduction 

The concept of learning is believed to be crucial for enhancement of organisational performance 

(Friedman et al., 2005) and its competitive value is broadly supported by strategic management 

scholars (e.g. Campbell & Armstrong, 2013; Easterby-Smith et al., 1998; Hamel & Prahalad, 

1994). As established in section 1.1 Introduction, persistence in the same operating routines 

potentially become harmful for competitiveness, implying that systematic change efforts are 

needed to track and address the environmental change (McGrath, 2013). Such capabilities must 

themselves be developed through learning. Also, if change is not only rapid but likewise 

unpredictable in direction, dynamic capabilities and approaches to learning will need to be 

updated repeatedly. Failure to do so might turn core competencies into core rigidities (Leonard-

Barton, 1992; Zollo & Winter, 2003). 

 
The dynamic capability view proposes learning as an important element in strengthening firm 

capabilities and market responsiveness (Teece, 2007), and many scholars argue that dynamic 

capabilities are essentially the firm’s collective learning (e.g. Mintzberg et al., 2009; Zollo & 

Winter, 2002: 340). In order to exploit market opportunities in changing environments, firms 
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must engage in learning to identify new solutions, create new knowledge, and consequently 

reconfigure existing ordinary capabilities (Teece, 2007; Zollo & Winter, 2002). As postulated 

by Zollo and Winter (2002: 340), “(…) dynamic capabilities arise from learning; they constitute 

the firm’s systematic methods for modifying operating routines”. Learning as a concept in the 

dynamic capabilities view is described as “(...) a process by which repetition and 

experimentation enable tasks to be performed better and more quickly and new production 

opportunities to be identified” (Teece & Pisano, 1994: 10). Its dynamic and iterative nature 

thus requires it to be built and accumulated over time through repetitive and experimental 

practices. The ability to obtain methods for modify and alter existing operational capabilities 

must ultimately arise from learning processes to make ongoing adjustments in resource 

allocation and build new thinking (Eisenhardt & Martin, 2000; Zollo & Winter, 2002). Hence, 

the process of learning constitutes a fundamental element in the formation and evolution of 

dynamic capabilities. Thus, we propose that an examination of the processes by which 

organisations learn is critical to understanding the formation and evolution of dynamic 

capabilities.  

 

While dynamic capabilities scholars acknowledge the integral role of learning, they have, to 

our knowledge, refrained from explicitly elaborating on the concept of learning and its 

underlying constituents. Hence, we argue that an explicit incorporation of learning and its 

underlying constructs is a required contribution to the dynamic capabilities view and essential 

for identifying its microfoundations. With the aim of refining the dynamic capabilities view and 

examining the role of learning in attaining dynamic capabilities and thus strategic change, the 

following chapter will explore and discuss theories of learning. Initially, the concept of learning 

will be derived. Next, the processes of individual and organisational learning are analysed. 

Then, the concepts of single-loop and double-loop learning are examined. Thereafter, the 

limitations to learning will be inferred. Subsequently, the knowledge creation process is 

discussed in relation learning, followed by an exploration of the relationship between learning, 

knowledge and dynamic capabilities.  

 



 

57 

4.2 Conceptualisation of Learning 

Traditionally, learning has been regarded as the acquisition of knowledge or skills to conform 

to an experienced problem or deficiency. In recent times, however, there seems to be a 

consensus that this rather simple conception is insufficient and that learning as a concept is 

considerably more complex (Crossan & Berdrow, 2003; Argyris, 1999; Levitt & March, 1988; 

Dixon, 1999). Contemporary literature on organisational learning seemingly agree that 

organisations as entities can learn through their members, breaking with the conventional 

thought that only individuals are able to learn (Crossan & Berdrow, 2003; Brix, 2017). 

 

According to Weiss (1990) learning can be defined as “a relatively permanent change in 

knowledge or skill resulting from experience” (Schilling & Kluge, 2008: 338). This definition 

suggests a dual nature of learning as both process and result. Where process involves perception 

and processing of information and acquisition of skills (i.e. experience), result is the 

modification in current knowledge or skill, resulting from the newly acquired knowledge and 

skill. Thus, learning can be seen as the change in both knowledge and action (Easterby-Smith, 

2011). Enlarging on this thought, Kim (1993) suggests that learning encompasses a distinction 

between thought and action, that is the acquisition of both know-how and know-why. Know-

how relates to the acquisition of skills and the physical ability to produce action, i.e. the 

methodology and the procedure, whereas know-why refers to the ability to articulate a 

conceptual understanding of an experience, i.e. the rationale, principles, theories, and casualties 

(Kim, 1993; Schein, 1993). Know-why thus involves how individuals understand and apply the 

knowledge or skill acquired and can be related to the notion of tacit knowledge (Polanyi, 1966). 

Kim’s (1993) distinction underlines the importance of both what people learn as well as how 

they understand and apply that learning. The facets of know-how and know-why can be 

corresponded to operational and conceptual learning (Kim, 1993). Operational learning 

corresponds to learning at the procedural level, where one learns the measures to complete a 

particular task. Conceptual learning, on the other hand, concerns thinking about why things are 

done, challenging the nature of prevailing conditions, procedures, or conceptions, consequently 

leading to new ways of how things are perceived and done. 
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Learning is inferred by scholars to be a dynamic, multi-level process occurring over time across 

the individual, group and organisational levels (e.g. Crossan et al., 1999; Schilling & Kluge, 

2008; Kim, 1993; Easterby-Smith, 2011). Hence, the following will examine the process of 

individual and organisational learning.  

 

4.2.1 The Processes of Individual and Organisational Learning 

Organisational learning can be defined as “the process of change in individual and shared 

thought and action, which is affected by and embedded in the institutions of the organisation” 

(Easterby‐Smith, 2011: 155). When individual and group learning is established in the 

organisation, organisational learning occurs and knowledge is codified in non-human storages 

such as routines, structures, systems, culture and strategy (Zollo & Winter, 2002; Crossan et 

al., 1999; Nelson & Winter, 1982; Easterby‐Smith, 2011). Organisational learning thus 

comprises the knowledge stored in individuals and groups (Easterby‐Smith, 2011). 

  

Organisational learning can be related to four micro-processes, known as the ‘4Is’: intuiting, 

interpreting, integrating and institutionalising (Crossan et al., 1999; Crossan & Berdrow, 

2003). Intuiting refers to the preconscious recognition of a pattern of a stream of experience 

which affects individuals’ behaviour. Interpreting is the process of explaining insight or ideas 

to oneself and others, hence going from preverbal to verbal through language. Integrating 

concerns the process of developing shared understanding of coordinated action, going from 

group- to organisational-level. Lastly, institutionalisation is the process of implementing a 

shared understanding in systems and structures, creating routinised action that consequently 

guides organisational action (Crossan & Berdrow, 2003; figure 4.2.1). Thus, when learning 

becomes institutionalised, a collective mindset arises (Crossan et al., 1999). 

 

While individuals learn through experimentation, practices and everyday work tasks (Campell 

& Armstrong, 2013), organisations learn through integration and institutionalisation of these 

individuals’ learning (Crossan et al., 1999), as their learning outcomes are crystallised into 

organisational routines and values, constituting organisational learning. From this view, the 

organisational learning process depends on individuals acquiring new knowledge and/or 

information through processes of intuiting and interpreting external stimuli (Argyris, 1999; 
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Simon, 1991). Hence, individuals are considered key agents in collecting, interpreting, 

disseminating, storing, and retrieving information within organisations, and consequently for 

organisational learning to occur.  

 

 
Figure 4.2.1. The Dynamic Process of Organisational Learning.  
Based on Crossan et al. (1999). 
 

The dynamic flows, feed forward and feedback, influence the organisational learning process 

(Crossan et al., 1999; Crossan & Berdrow, 2003; figure 4.2.1). Feed forward concerns the 

process of assimilating new individual knowledge to group and organisational levels through 

accessible and understandable articulation (Zollo & Winter, 2002). The process therefore 

dependent on the individuals’ effort and willingness to articulate knowledge for it to become 

institutionalised at higher levels. Feed forward flows can be seen as a bottom-up, interactive 

learning process (Sun et al., 2001), enabling exploration of individuals’ ideas (March, 1991). 

Feedback, on the other hand, refers to the dissemination of organisational accumulated 

knowledge to group and individual level. Hence, with feedback flows, institutionalised rules 

and procedures are integrated to group level through adjustments, which lead the individuals to 

interpret and intuit the meaning of these changes and adjust their behaviour accordingly. To 
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some extent, feedback can be seen as a top-down learning process (Sun et al., 2001). With 

feedback flows, the organisation seeks to refine its existing knowledge, practices and routines, 

improving the efficiency of already learned processes.  

  

The notion of flows suggests that learning as a bidirectional process. Knowledge is created as 

part of the learning process, and that same knowledge then influences the learning process 

occurring on multiple levels within the organisation, implying that individual cognition and 

learning influence on organisational learning (Crossan & Berdrow, 2003), which in turn 

influence on individual cognition, perception and thus behaviour. However, while these 

processes are considered impactful, a further clarification of their interconnectedness is not an 

incorporated part of the theory. 

 

While feedback flows ensure an efficient utilisation of already learned practices, feed forward 

flows ensure continuous questioning, experimentation and thus renewal of organisational 

learning. According to Crossan and Berdrow (2003), managing the tension between both 

feedback and feed forward flows enables the organisation to refine and improve already learned 

processes, while institutionalising new knowledge and learned practices that can be used to 

develop new products or services imperative for future survival (Crossan & Berdrow, 2003; 

Brix, 2017; Brix & Peters, 2015). However, as noted by Crossan et al. (1999: 534), “(...) it is 

very difficult to change institutionalised learning prevalent at the organisation level”, implying 

that impediments to learning prevail. This is further elaborated in section 4.2 Limitations to 

Learning. 
  
4.2.2 Single-Loop and Double-Loop Learning  

In contexts of constantly changing environments, learning solely as problem-solving will not 

be sufficient. Instead, critical reflection about learned practices is necessary to preserve ongoing 

learning and strategic renewal (Kim, 1993; Argyris, 1999; Crossan et al., 1999; Crossan & 

Berdrow, 2003). This implies that learning takes place at different levels of complexity and 

outcome, conceptualised as single-loop and double-loop learning (Argyris & Schön, 1996; 

figure 4.2.2). 
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Figure 4.2.2. Single-Loop Learning and Double-Loop Learning. 
Based on Argyris and Schön (1996) and Mintzberg et al. (2009). 
 

Single-loop learning concerns the organisational learning process in which the organisation 

(individual, group or organisation) acquires knowledge about how to complete a particular task. 

Next, application of that knowledge is experimented with and the result is observed. If 

intentions are achieved, actions are stored, recalled and applied again. If not, it causes negative 

affects calling for refinements of these actions. Hence experimentation follows continuously 

until intentions are achieved (Argyris & Schön, 1996). Thus, single-loop learning leaves the 

learning process of underlying assumptions or values of the strategies of action unaltered, 

implying that the root causes (beliefs or assumptions) are neither challenged nor revised. In 

relation to the dynamic capabilities view, single-loop learning will be adequate for most routine 

tasks and the maintenance of existing, operational capabilities. 

 

To learn things that are neither existing routines nor trivial by nature, organisations must also 

engage in double-loop learning. With single-loop learning, errors that are not perceived as 

errors by the organisation itself will inevitably not be corrected. For doing so, double-loop 

learning is required. With double-loop learning, deep-rooted values, norms and assumptions 

underlying its current theories-in-use are questioned (Argyris & Schön, 1996). Double-loop 

learning thus involves identifying and surfacing errors to re-examine and modify organisational 
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rules, routines, and objectives, implying that it entails a changing in mental models, a mindset, 

or a frame of reference. In contrast to single-loop learning, double-loop learning refrains from 

solely improving efficiency to focus on effectiveness through challenging the current activities 

and strategies. This indicates a shift from compliance with plans and focus on results to deciding 

whether the course of action is right. In double-loop learning, a reflection on the alignment with 

existing, operational capabilities in regard to the changing external environment thus takes 

place. 
  
In environments where technological, regulatory and competitive conditions constantly change, 

persistence in the same operating routines might prove harmful. It is thus imperative to 

challenge existing beliefs and assumptions to be able to stay innovative and flexible. Therefore, 

we propose that double-loop learning processes are essential for the organisation to be able to 

extend or modify its resource base and reconfigure its existing operational capabilities, and 

consequently, form dynamic capabilities. When this is said, efficient operational capabilities 

with single-loop learning processes are likewise a necessity, as these constitute the foundation 

for being able to perform routinised, day-to-day activities (Teece et al., 1997; Teece, 2007).  

 

4.2.3 Exploitation and Exploration of Learning 

From the preceding, organisational learning can be seen as a dynamic process, creating tension 

between the assimilation of new knowledge (feed forward) and the utilisation of already learned 

practices (feedback) (Crossan et al., 1999; Crossan & Berdrow, 2003). In constantly changing 

environments, organisations must recognise and manage this tension (Crossan & Berdrow, 

2003) and integrate both single-loop and double-loop learning (Argyris & Schön, 1996) to attain 

not just refinement but actual learning. Doing so is critical to strategic change, in that changes 

made solely on the basis of single-loop learning will most likely not preserve (Argyris & Schön, 

1996). 

 

This perspective can be related to the notion of exploitation and exploration as introduced by 

March (1991). According to March (1991), exploitation concerns utilisation of prevailing 

certainties, refinement, production and efficiency, whereas exploration refers to search, 

experimentation and innovation. The merit of exploitation is based on increased efficiency, 
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while that of exploration is based on increased innovation. March (1991) suggests that for an 

organisation to grow and thrive, it should seek a balanced trade-off between the two, as 

exploitation at the expense of exploration might be advantageous short-term but damaging in 

the long-term.  

  

It can be inferred that March’s (1999) distinction between exploitation and exploration relates 

to the concepts of single-loop and double-loop learning (Argyris & Schön, 1996) as well as to 

the notion of feed forward and feedback flows (Crossan et al., 1999). Exploitation corresponds 

to single-loop learning and feedback practices, as both concepts represent the notion of 

refinement and efficiency. Exploration is equivalent to double-loop learning and feed forward 

flows since they involve search, experimentation and innovation processes. To engage 

continuously in exploration activities, without engagement in exploitation, implies that 

acquired knowledge cannot be refined since it is not exercised enough in the organisation. If, 

on the other hand, only involved in exploitation activities, organisations do not develop the 

improvements or innovations needed to stay competitive (March, 1991). As proposed by March 

(1991: 71), the right balance between exploration and exploitation is imperative for future 

survival and prosperity. Engaging in feed forward flows, that is, double-loop learning, and 

exploration may lead to destruction of existing capabilities and routines. New knowledge might 

cause the organisation to recognise that existing practices and competencies have become 

obsolete, making room for innovation and new routines and practices. From this, we suggest 

that organisations should seek to manage the tension between creating new knowledge (feed 

forward) and using existing knowledge (feedback) by striving for a balanced trade-off between 

single-loop and double-loop learning. Doing so ensures a continuously refinement of 

operational capabilities and accumulation of new knowledge and learning practices that 

support the generation of innovation, consequently eluding routinisation and knowledge 

obsolescence.  
  
However, doing so, entails changing in an organisation’s repertoire of learning processes and 

well-known stability, i.e. matters subject to routinisation, redundancy and complexity (Souza 

& Takahashi, 2019; Nonaka & Takeuchi, 1995). The constraints to learning will be further 

detailed in the following section. 
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4.3 Limitations to Learning 

As established, learning processes are prone to certain limitations, as these entail both learning 

new knowledge and disposing obsolete knowledge and already learned practices. As crucial as 

it is to attain and accumulate new knowledge and institutionalise that in the organisation 

(Crossan et al., 1999; Zollo & Winter, 2003), just as important it is to discard the knowledge 

and learned practices that potentially constrain the organisation’s future behaviour. However, 

as noted by Crossan et al. (1999: 534), changing prevailing institutionalised learning is difficult. 

This implies that learned practices and routines that reflect the organisation’s prior experiences 

with a decision or task (Nelson & Winter, 1982; Cyert & March, 1963) may constrain the 

organisation’s future behaviour and generate inertial decision-making (Szulanski, 1996; Helfat 

& Peteraf, 2009). Therefore, the following will examine the factors that either prevent, or 

impede the practicability of organisational learning to gain a deeper understanding of the 

underlying dynamics of organisational learning and how this influence on the formation of 

dynamic capabilities. 

 

4.3.1 The Paradoxical Nature of Routines  

Organisational routines constitute an important part of an organisation’s memory and a 

repository of its past learning (Argyris & Schön, 1996). Routines are the “locus” of operational 

knowledge in an organisation (Nelson & Winter, 1982: 104), and function as durable storage 

for tacit knowledge, allowing for the conserving of knowledge and its effective use. Routines 

can as such function as core competencies (Nelson & Winter, 1982). Also, routines enable 

increased efficiency (Penrose, 1959), as they lower the costs of knowledge processing and 

codification activities.  

 

However, routines might also impede action, constituting a competence trap (Amburgey et al., 

1993). When an organisation gains experience with a particular decision, and as it becomes 

institutionalised into the organisation’s routines, it becomes more likely to repeat it, creating 

inertial effects (Amburgey et al., 1993; Leonard-Barton 1992). These inertial effects can cause 

a delay in the search for new procedures or practices or the ability to act upon new gained 

knowledge about the environmental changes (Cyert & March, 1963), consequently impeding 

strategic change.  
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On that basis, routines make up a vital competence, but at the same time, they also impede 

development of capabilities and innovation. To change routines that are deeply inherent in the 

organisation must require discarding of knowledge and existing practices.  

 

4.3.2 Unlearn to Learn 

As knowledge is eventually rendered obsolete, the organisation should continuously attempt to 

generate new knowledge, implying that the organisation constantly has to learn and renew itself 

and its resources and capabilities. To do so, the organisation has to discard obsolete knowledge 

to evade inertial effects (Schilling & Kluge, 2008). The process of discarding existing 

knowledge is termed unlearning (Huber, 1991), and refers to “the discarding of old routines to 

make way for new ones, if any” (Tsang & Zahra, 2008: 1437). Unlearning can be corresponded 

to the notion of organisational forgetting, defined by Martin de Holan and Phillips (2004) as 

“the loss, voluntary or otherwise, of organisational knowledge”. However, while unlearning 

refers to a rather intentional process of actively ‘discarding’ knowledge (Tsang & Zahra, 2008), 

forgetting as suggested is a more passive process in which the organisation accidentally ‘loses’ 

the knowledge that constituted routines from organisational memory (Martin de Holan & 

Phillips, 2004). Unlearning arguably makes capacity for new mental maps/worldviews and new 

ways of doing things (Huber, 1991), and therefore, we contend that the inability to unlearn act 

as a fundamental barrier to the formation of dynamic capabilities and innovativeness, and thus, 

to attain strategic change.  
  
When discarding existing knowledge, i.e. unlearning, the organisation likely experiences a 

change in its theories-in-use (Argyris & Schön, 1996; Tsang & Zahra, 2008). Similar to learning 

processes, unlearning processes are initiated when a problem is conceived (Huber, 1991). In 

relation to learning, this suggests that unlearning is elicited when current routines and 

underlying assumptions are considered inappropriate. This implies that unlearning solely 

happens in relation with double-loop learning (Argyris & Schön, 1996), and that to learn, the 

organisation has to unlearn. Based on this, we assert that unlearning constitutes a crucial 

component to the learning process, as it enables double-loop learning, which is considered 

essential for the organisational ability to continuously re-examine and modify organisational 
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rules and routines imperative to the formation of dynamic capabilities and thus, to attain 

strategic change. Thus, unlearning is vital for the organisation’s ability to create, modify or 

extend its resource base to reach its desired configuration states and form dynamic capabilities. 

 

4.3.3 The Influence of Path-Dependencies 

The concept of path-dependency concerns realisation that prior actions, activities and overall 

organisational history play a significant role and possibly restraints in future organisational 

activities (Penrose, 1959; Teece & Pisano, 1994). Path-dependencies can therefore be seen as 

a phenomenon imposing boundaries on organisational learning.  

  

As noted by Teece et al. (1997: 524), a firm’s dynamic capabilities are to a large degree a 

product of “[…] organisational processes, that are […] shaped by a firm’s assets (positions) 

and its evolutionary path”. However, while acknowledging the influence of paths on future 

trajectories, Teece (2007: 1341) also asserts that there is much management can do to design 

structures and processes supporting innovation, while releasing the organisation from 

dysfunctional learned practices designed for preceding periods. Through (among other 

decisions) investment choices, the firm is to some extent capable of breaking with its path 

dependent evolution proposed by the RBV. As established in 3.3 Strategic Change Through the 

Lens of Dynamic Capabilities, the organisation’s pre-change capability configurations is the 

primary determinant of post-change configurations when organisations undertake evolutionary 

reconfiguration. Hence, this must mean that the narrower the capability gap, the less likely the 

organisation is to break free from undesired paths.  

 

Being a complex phenomenon, the organisation cannot function and make decisions without 

routines, which are generated from history (Nelson & Winter, 1982). Hence, it can be asserted 

that opportunities for learning will be tied to prior activities (Teece et al., 1997). Therefore, 

while facilitating organisational learning, path dependencies can also hinder a firm’s ability to 

acquire new capabilities.  
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Hence, learning is imperative to foster innovation and for the emergence of dynamic capabilities 

(Teece, 2007), and to learn, acquisition and codification of new knowledge at the organisational 

level is essential (Zollo & Winter, 2002) as well as discarding obsolete knowledge and practices 

(Huber, 1991). While learning can be said to be the principal means of strategic renewal (Souza 

& Takahashi, 2019), knowledge is the content that is created as a part of and what initiate the 

learning process (Brix, 2017). From this, knowledge acquisition and its exploitation are vital 

functions of the organisational learning processes. We contend that learning as conceptualised 

in the preceding sections falls short in incorporating the notion of knowledge creation and thus 

shed light on the underlying processes of learning.  

 

4.3 Knowledge Creation 

The dynamic capabilities view stresses knowledge as a key constituent for the formation of 

dynamic capabilities in that it is a vital factor for being able to continuously develop actions, 

practice functions, and generate innovations required to address and shape opportunities in a 

constantly changing environment (Teece et al., 1997; Teece, 2007). However, even though 

scholars in dynamic capabilities view identify knowledge as the foundation of dynamic 

capabilities, it is not, to our knowledge, explicitly considered how this very knowledge is 

created, as well as what role it plays in the formation and evolution of dynamic capabilities 

(e.g. Teece et al., 1997; Teece, 2007; Eisenhardt & Martin, 2000; Peteraf et al., 2013). To 

identify and assess the micro foundational means of dynamic capabilities, we assert that an 

explicit incorporation of the knowledge creation process is required. Therefore, the following 

will elaborate on the concept of knowledge creation. 

 

The concept knowledge creation can be understood as a continuous process through which one 

overcomes the individual boundaries and constraints imposed by information and past learning 

by acquiring a new context, a new view of the world and thus, new knowledge (Nonaka et al., 

2016: 1182). Knowledge creation concerns how different types of knowledge can be created 

individually and collectively through cognitive processes of action and social interaction (Brix, 

2017). In this thesis, knowledge creation is therefore conceptualised as making the knowledge 

created by individuals available by amplifying it in social contexts and carefully connecting it 

to the organisation’s existing knowledge. 
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As for knowledge creation, two primary approaches can be identified, i.e. an externally and an 

internally oriented approach (Nonaka, 1994). The external approach conceptualises the 

organisation as a system that processes information. It correlates with Simon’s (1945) 

information-processing approach, in which the organisation has an adaptive role in competition, 

corresponding to previously addressed viewpoints of SCP (Porter, 1980). Emphasising 

problem-solving and efficient dispersion of external information within the organisation, it 

suggests that competitiveness is exogenously determined, which is contrasting to the dynamic 

capabilities view rooted in RBV that anticipates internal resources and capabilities as 

determinants for competitiveness. The internally oriented approach, on the other hand, 

suggests an explicit focus on knowledge creation. Introduced by Nonaka and Takeuchi (1994; 

1995), it holds that learning and knowledge should be studied as two separate entities. 

Knowledge creation is neither a process of learning, as indicated by organisational learning 

scholars, nor a process in which knowledge solely is acquired from the outside, as claimed by 

Simon (1945). Conversely, the internally oriented approach contends that knowledge creation 

is an internal socialisation process, in which knowledge is created ‘inside out’ to address and 

re-evaluate existing processes or potential problems that can subsequently shape the external 

environment (Nonaka, 1994). Knowledge is as such anticipated as the determinant of 

competitiveness, corresponding to the dynamic capabilities view. To further elaborate on this 

perspective, the internally oriented approach is considered more appropriate than the passive 

or reactive approach, as it resides with the dynamic capabilities view of the organisation and 

furthermore considers the dynamics and interactions between the individuals. Therefore, the 

knowledge creation theory as developed by Nonaka and Takeuchi (1995) will be examined in 

the following section. 

 

While we acknowledge that not all new knowledge (and intangible assets) is necessarily created 

internally by individual members but can be acquired from outside by corporate venturing 

activities, such as joint ventures or M&As (Mintzberg et al., 2009), but due to the scope of this 

thesis, we will focus on the knowledge creation taking place internally. It would be relevant to 

investigate further what effects knowledge creation as venturing have in regard to 

organisational learning processes and the formation of dynamic capabilities, however, this 

aspect is beyond the scope of this thesis.  
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As established in section 4.2.1 The Processes of Individual and Organisational Learning, 

organisations learn through their individual members whose intuited learning processes are 

amplified through interpretation and integration processes. Thus, for organisations to learn and 

stay innovative and competitive, they are dependent on their individual members to share their 

collect knowledge, placing individuals in the centre of attention. However, while theories of 

learning emphasise this aspect, it is not further investigated how knowledge is created and 

shared within the organisation. Hence, a clarification of how the organisation in fact mobilise 

and deploy its knowledge resources and capture both tacit elements and explicit processes is 

eluded. Neither is the interconnection between individual beliefs, individual action and 

organisational action that are parts of the organisational learning process (Crossan et al., 1999; 

Crossan & Berdrow, 2003) considered. Thus, to understand how individual knowledge is 

created and amplified within the organisation and how this influence on the organisation 

create, extend or modify its resource base, we find an explicit incorporation of knowledge 

creation theory into the dynamic capabilities view a necessity. Accordingly, the following 

section will examine the knowledge transfer processes.  

 

4.3.1 The Knowledge Creation Framework 

According to Nonaka and Takeuchi (1995), organisational knowledge is created through 

dynamic interactions of tacit and explicit forms of knowledge. In the narrow sense, knowledge 

is created by individuals. However, Nonaka and Takeuchi’s (1995) theory rests on the main 

assumption that the interaction between individuals constitute a fundamental role in developing 

this knowledge. Thus, to amplify and develop new knowledge, social interactions between 

organisational members are imperative. This implies that IT and other hard devices act as 

enabling tools to support and sustain these social interactions.  

Arguably, the knowledge creation theory elaborates on double-loop learning, as it sheds light 

on the individual level dynamics by bringing attention to the process of how newly acquired 

knowledge becomes organisational knowledge through the dynamics of tacit and explicit 

knowledge. This dynamic process is termed knowledge conversion and constitutes the 

foundation of the theory.  
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Knowledge conversion is depicted as a social process in which organisational knowledge is 

created and developed (Nonaka & Takeuchi, 1995). Knowledge ‘becomes’ or ‘expands’ 

through a four-stage conversion process, in which tacit knowledge is mobilised through a 

dynamic interweaving. The four modes of knowledge conversion are:  

 

1) Socialisation  

2) Externalisation  

3) Combination  

4) Internalisation 

 

First, socialisation concerns the process in which tacit knowledge is created and converted 

when individuals interact with the environment and share experiences through observation, 

imitation and practice (Nonaka, 1994: 19). It is thus the process of converting tacit knowledge 

in a non-verbal manner. For socialisation to be initiated, a field facilitating interaction among 

organisational members must be created. When interacting with the environment, individuals 

gather relevant tacit knowledge (Polanyi, 1966), which then becomes synthesised relative to 

the individual’s intuitive judgment based on the context, their past experiences, existing beliefs, 

and sense of purpose. Second, externalisation involves the conversion from tacit to explicit 

knowledge through the application of metaphors, analogies and models in which new explicit 

concepts are constructed at group level. Externalisation is initiated through dialogue and 

collective reflections. Hence, in the socialisation and externalisation modes, shared 

understandings are established. Third, combination refers to the process in which the explicit 

knowledge articulated at group level in the externalisation phase is converted to explicit 

knowledge at the organisational level, e.g. through meetings. Thus, it is the transfer of already 

existing explicit knowledge between repositories, i.e. people, documents, or computers, which 

create new knowledge in terms of prototypes, models or narratives at the organisational level. 

Finally, internalisation embodies the process in which explicit knowledge becomes tacit 

knowledge at the inter-organisational level. Here, the articulated models or narratives are put 

into practice through learning-by-doing practices at the individual level. In learning-by-doing, 

individuals share the explicit knowledge, and through the interactions and learning-by-doing 
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practices, knowledge is internalised into tacit knowledge (Nonaka, 1994; Nonaka & Takeuchi, 

1995). Subsequently, the spiral process commences once again. 

 
Figure 4.3.1a. Modes of Knowledge Creation. 
Based on Nonaka (1994) and Nonaka & Takeuchi (1995).  
 

Deriving from the assumption that new knowledge is created through dynamic interaction 

between tacit and explicit knowledge, Nonaka and Takeuchi (1995) argue that all four modes 

of conversion must be managed as a continuous cycle to create organisational knowledge. This 

cycle can be depicted as a ‘spiral’ as in figure 4.3.1a. This means that with socialisation on its 

own, tacit knowledge is not shared and applied beyond the specific context in which it was 

created. Likewise, with combination alone, organisational members might not gain an accurate 

and correct understanding of the existing knowledge, if they have not engaged in socialisation 

or externalisation processes and thereby created a personal meaning of the knowledge 

themselves. Hence, in the conversion of knowledge in the organisation a justification process 

takes place as a social process, in which new knowledge is synthesised into the organisation’s 

knowledge system. In the justification process, opposing conditions or perspectives are 

negotiated and a shared understanding is subsequently established. Thus, through the 

conversion process, in which individuals externalise their experiences and when new 

knowledge becomes socially justified, knowledge can be shared with others. Other individuals 

then combine the process of conversion with the organisation’s knowledge system, socialise 

around it, and subsequently, internalise the new knowledge. 
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Nonaka and Takeuchi (1995) differentiate an ontological and an epistemological dimension of 

knowledge creation, as illustrated in figure 4.3.1b. The ontological dimension refers to the 

different level in which knowledge is created, i.e. individual, group, organisational and inter-

organisational. The epistemological dimension denotes the dimension of tacit and explicit 

knowledge. As depicted, the knowledge creation spiral transpires through the interaction of 

tacit and explicit knowledge, elevating from lower to higher levels ontological levels, and vice 

versa (Nonaka & Takeuchi, 1995: 57). Figure 4.3.1b implicitly suggests that to ensure 

knowledge conversion, the organisation must make sure that individual knowledge is amplified 

and crystallised to higher ontological levels. This further indicates that knowledge creation is 

largely a construct of a bottom-up process, further emphasising the importance of the 

individuals. 

 
Figure 4.3.1b. The Spiral of Organisational Knowledge Creation. 
Based on Nonaka (1994) and Nonaka & Takeuchi (1995).  
 

As stated by Nonaka (1994: 19), theories of organisational learning do not take into 

consideration the critical notion of externalisation. Also, Nonaka (1994) argues that 

socialisation and internalisation modes are only scarcely considered. In relation to the dynamic 

capabilities view, the mode of internalisation is implicitly addressed in that it identifies the 

importance of experiential learning-by-doing (Teece, 2007). However, the dynamic capabilities 

view does not explicitly encounter the fact that these learning processes must entail a knowledge 
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creation process, and that the process of interaction between the knowledge modes is imperative 

for creating new organisational knowledge and endogenous innovation. 

In this connection, we will argue that the organisational members’ capacity to engage in the 

knowledge conversion processes, and identify, assimilate and consequently codify new 

knowledge must act as determinant factors. This aspect will be further detailed in Chapter 5.0 

Microfoundations.  

 

4.4 The Link between Learning, Dynamic Capabilities and Strategic Change 

From the preceding, it is organisational learning is a continuous cycle in which organisations 

are heavily dependent on its individuals’ intuiting and interpreting processes and their ability 

to transfer knowledge and learned practices. Learning is established as the change in both 

knowledge and action (Easterby-Smith, 2011). However, learning as conceptualised does not 

explicitly incorporate the interactive notion as seen in the knowledge creation process. We 

argue that this explicit incorporation is a necessity, as the knowledge creation process shed 

light on important underlying constructs that constitute an organisation’s learning processes, 

and as it further contributes to operationalise the concept of dynamic capabilities.  

  

As established in Chapter 3.0 Strategic Change, the dynamic capabilities view regards strategic 

change merely as an adaptation process to exogenous innovation, which is paradoxical in regard 

to its raison d’etre. Despite that the notion of knowledge creation process is not explicitly 

incorporated (e.g. Teece et al., 1997; Teece, 2007; Helfat & Peteraf, 2009), we assert that the 

process is inherent in the dynamic capabilities view. For instance, as conveyed by Teece (2007: 

1339): “With intangible assets being critical to enterprise success, the governance and 

incentive structures designed to enable learning and the generation of new knowledge become 

salient (...) the ability to integrate and combine assets including knowledge is a core skill”. 

Thus, knowledge as an asset is considered a core competence if the organisation possesses the 

ability to integrate and combine it. 

 

The organisation has to both adapt to exogenous innovation while creating innovation itself 

(Easterby-Smith et al., 2009), that is, it should seek a balanced trade-off between exploitation 
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and exploration (March, 1991). Exploration requires the creation of new knowledge, and thus, 

to gain a balanced trade-off between exploration and exploitation, the organisation will need to 

further develop its knowledge base. In the knowledge creation process, the interaction among 

the knowledge conversion modes contribute to the development new knowledge through 

experience and experimentation, which are potential sources to endogenous innovation 

(Nonaka & Takeuchi, 1995). Since the knowledge creation process is a socialisation process 

and encompass the required element of learning-by-doing in the conversion mode 

‘internalisation’ (Nonaka & Takeuchi, 1995), we assert that knowledge creation embodies the 

means to achieve endogenous innovation. Thus, the dynamic capabilities view gain from 

incorporating the perspective on interaction between the knowledge conversion modes that 

contribute to the creation of new knowledge. 

 

As further found in Chapter 3.0 Strategic Change, the influence of strategic change to face 

exogenous triggers impose a capability gap between existing and required organisational 

capabilities, in which learning and knowledge processes are implicitly included. From this, we 

argue that learning and internalisation of knowledge constitute the precondition to reconfigure 

operating capabilities, and thus, to close the capability gap.  

 

From the notion of path-dependency, it can be contended that limitations to learning prevail, 

and that these might impede the organisation’s subsequent behaviour. Routines might constrain 

the organisation’s ability to unlearn practices, preventing new behaviours and perceptions. 

From this, it can be argued that there exist boundaries to the variety of strategic goals the 

organisation can reach. As noted by Teece et al. (1997), if too many aspects of the 

organisation’s institutionalised learning change simultaneously, e.g. by capability substitution 

(Lavie, 2006), the organisation’s ability to understand cause-effect relationships will demolish 

since cognitive structures are not formed. This causes a reduced speed in organisational learning 

processes (Teece et al., 1997). Thus, it can be inferred that the organisation’s strategic intents 

should stay within a certain sphere and that the organisation should not seek to stretch or 

leverage its resource base too much (Hamel & Prahalad, 1989).  

 

Organisational learning constitutes the means to continuously develop and renew firm-specific 

routines and capabilities that face the challenges of a changing environment. However, as 
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knowledge creation (Nonaka & Takeuchi, 1995) embodies to achieve endogenous innovation, 

learning should be include this notion. Accordingly, organisational learning contributes the 

means to achieve strategic change, if it privileges the process of knowledge creation, as the 

knowledge creation process and the conversion modes are sources of endogenous innovation. 

 

4.5 Concluding Remarks 

In this chapter, the concept of learning and knowledge creation have been analysed and 

discussed. It was established that individuals are considered vital for organisational learning to 

take place, as it is assumed that learning at the individual level of analysis aggregates at the 

collective level. However, while acknowledging this aspect, organisational learning theories do 

not confer the specifics of this aggregation. Learning is considered to be a tension between 

exploring and assimilating new knowledge and exploiting existing knowledge. Further, it was 

asserted organisational learning relies on new knowledge creation and for the individual 

members to share their knowledge. Here, the knowledge creation process is decisive, for what 

reason we suggest that it should be explicitly incorporated in the dynamic capabilities view. In 

that respect, we argued that learning constitutes the means to attain strategic change, if it 

privileges the process of knowledge creation, as the knowledge creation process and the 

conversion modes are sources of endogenous innovation. Also, we proposed that double-loop 

learning processes, in which underlying assumptions are identified, challenged and re-

examined, are essential for the organisation in being able to reconfigure its existing operational 

capabilities, and consequently, form dynamic capabilities. 

 

For an organisation to achieve dynamic capabilities and ultimately reach its strategic goals, it 

requires that the organisation learn what and how to change. However, changing an 

organisation’s repertoire of learning processes and well-known stability, which are matters 

subject to routinisation, redundancy and complexity (Souza & Takahashi, 2019), requires high 

cognitive effort and changing in behaviours of the organisational members. Thus, to understand 

what constitutes the changing routines and capabilities and thus formation of dynamic 

capabilities, we propose that an examination is needed of individual influential constructs. 
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5. Microfoundations 

 
In the preceding chapter, it was established that strategic change is both triggered by exogenous 

event and learning constitutes the means to attain strategic change, but that the dynamic 

capabilities view fails to conceive internally incited drivers for change and comes short with 

approaches on how to attain endogenous innovation. To attain strategic change, learning 

processes was found to be imperative for both adapting to exogenous but also to attain 

endogenous innovation. In attaining strategic change, routines and path-dependencies are found 

to be imposing on an organisation’s ability to learn. The ability to break free of these therefore 

deem imperative for strategic change. Consequently, this chapter aims at identifying and 

assessing micro-foundational means to which the behaviours of individuals are influenced and 

what impact this has on the development of routines aiding strategic change. First, findings 

from the preceding chapters are submitted. Second, to understand what drives and direct 

individuals’ interpretation and behaviour, individual sensemaking is analysed. Third, to shed 

light on what mechanisms impact on individuals’ capacities to execute on certain behaviours, 

the concept of self-efficacy is examined. Finally, these microfoundations are discussed in 

relation to the formation of dynamic capabilities. 

  

5.1 Introduction 

In Chapter 3. Strategic Change it was established that today’s rapidly changing environments 

expose companies to increased endogenous pressures as well as exogenous events. We argued 

that an organisation’s strategy should attempt to be balance its strategy between deliberate and 

emergent strategy, as an emergent strategy will allow for endogenous innovation which are 

required for the world we live in today, but some sort of overall strategic direction is still 

essential. It was further found that the dynamic capabilities view seems to merely resemble the 

concept of deliberate strategy, and in that respect argued that the reproduction and adaption of 

organisational routines potentially are endogenous sources of change.  

  

In Chapter 4. Organisational Learning it was established that organisational capabilities and 

routines underpinning dynamic capabilities originate from learning, which is ultimately 

dependent on the conversion of individual employees’ tacit knowledge. The organisational 
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knowledge creation process is initiated by bottom-up processes, that is, the articulation of an 

individual's knowledge within the organisation (Nonaka & Takeuchi, 1995). To learn and 

subsequently attain the intended strategic change, organisations are dependent on knowledge 

creation processes initiated by individuals. However, learning practices and thus knowledge 

creation processes are subject to different boundaries, more specifically, the ability to unlearn, 

path-dependencies and routines. Dynamic capabilities therefore originate from the individuals’ 

ability, and intent, to adapt to volatile environments by changing or modifying current routines 

and learned behaviour.  

 

The need for constant innovations requires organisations to stay flexible, learn new practices 

and change operational capabilities, and consequently the routines underlying these operational 

capabilities. Thus, strategic change is built up on routines and learning how to change 

these. Thus, to understand how dynamic capabilities are formed, and consequently how these 

influence on a firm’s ability to attain strategic change, we propose that an understanding of 

how individual cognition and behaviour influence on the development of collective routines is 

necessary. 

  

Given these findings, this chapter aims at identifying and assessing the idiosyncratic 

microfoundations that drive and direct individuals’ behaviour in respect to the formation and 

evolution of routines that lead to the formation of dynamic capabilities and realisation of 

strategic intent. With their capacity to act and generate new solutions in dynamic, often 

ambiguous situations, an organisation’s individuals are potentially a principal source of 

organisational inertia (Leonard-Barton, 1995; Foss, 2011). To our knowledge, however, limited 

work has focused on the influence of lower levels of analysis, i.e. individuals, in the 

development of routines that aid the formation dynamic capabilities. Hence, in this chapter, we 

attempt to contribute to this by investigating the underlying mechanisms of routines, and how 

these influence on the development and altering of routines. 

  

Routines are constituted in order to achieve stability and change and consist of the interaction 

between ostensive and performative parts (Feldman & Pentland, 2003). The ostensive part is 

the “ideal or schematic form of the routine (…) the abstract, generalised idea of the routine, or 

the routine in principle” (Feldman & Pentland, 2003: 101), whereas the performative part 



 

78 

composes the specific actions, performed by specific individuals at specific times, that is, the 

routine in practice. The ostensive part corresponds to know-why (Kim, 1993), that is, the 

conceptual understanding of an experience, i.e. the rationale, theories, and casualties, whereas 

the performative part correspond to know-how, i.e. the skills and the physical ability to perform 

action. Some elements of the ostensive part may be codified explicitly as standard operating 

procedures, i.e. artifacts, where most of it exist as taken-for-granted norms. The performative 

and ostensive parts are affected by individuals’ actions’ involvement, as individuals interpret 

the routines to be performed (the ostensive part) and then perform the actions (the performative 

part). 

 

We propose that distinguishing between the two dimensions of routines is essential, as it can 

help shed light on how individuals’ cognition influence on the development of routines. In the 

following, we will investigate the two cognitive mechanisms; sensemaking and self-efficacy, as 

we propose that these components can help explicate differences in individual cognition and 

actions that potentially influence on the development of routines and the firm’s ability to form 

dynamic capabilities and achieve strategic intent.  

  

Sensemaking theory can help shed light on cognitive processes and how individuals perceive, 

interpret and make sense of information, which consequently influence on their knowledge base 

and subsequent behaviour. Sensemaking can therefore help shed light on the ostensive part of 

routines. From a social perspective, Social Cognitive Theory, and more specifically self-

efficacy, can help explain what mechanisms influence on the individual’s ability and intention 

to pursue action, and thus relate more to the performative part of routines. Initially, sensemaking 

and the concept schemata will be discussed. Then, Social Cognitive Theory and the concept of 

self-efficacy will be examined. Lastly, the interrelationship between the two and dynamic 

capabilities will be discussed. 

  

5.2 Sensemaking 

As noted by Nonaka et al. (2006: 1181), knowledge is the capacity to define a situation and act 

accordingly. If this is so, the ability to define the situation must be imperative for the subsequent 

action. As further contended by Nonaka (1994: 17), individuals “cannot grasp the meaning of 
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information (…) without some value frame judgement”. This implies that when creating 

knowledge from gathered information, individuals apply a frame of reference to make sense of 

the information and justify the truthfulness of their observations. In this regard, scholars of the 

dynamic capabilities view (e.g. Teece, 2007; Helfat et al., 2007, Helfat & Peteraf, 2015), as 

well as in the broader strategic management field (e.g. Weick, 1979; Simon, 1991; Kahneman 

& Tversky, 1979; Huff & Jenkins, 2002; Barr et al., 1992; Narduzzo et al., 2000, Gavetti, 2005) 

have started to acknowledge that issues around cognition and performance are firmly connected 

or even intertwined, and that cognitive representations are essential in shaping focus and 

interpretation as well as decision-making. However, focus in research has primarily been on 

top executives’ cognitive representations (Foss & Lindenberg, 2013; Linder & Foss, 2018), as 

likewise seen within the dynamic capabilities view, in which literature has assumed a top 

management perspective on the development of existing or new capabilities (e.g. Teece et al., 

1997; Teece, 2007; Helfat & Peteraf, 2015).  

 

However, modifying and developing an organisation’s entrenched routines so that they aid new 

strategic intents requires high individual cognitive efforts at all levels in the organisation (Felin 

& Foss, 2005; Zollo & Winter, 2002). This emphasises the importance of individuals; how they 

think and create knowledge, what they find important, and how this impact on their intentions 

to pursue certain behaviours. Thus, to understand the internal dynamics of routines and 

formation of dynamic capabilities, we assert the concept of sensemaking to elaborate on the 

frame of reference that individual organisational members employ to determine their 

behaviours. By applying schema theory (Brewer & Nakamura, 1984; Anderson, 1984), the 

following will examine the concept of individual sensemaking, its function, as well as its 

implications for how individual behaviour is driven and directed. 

  

Sensemaking theory builds on social cognition literature, and originally emerged with the 

objective of exploring the otherwise neglected individual level dynamics of organisational 

culture (Brewer & Nakamura, 1984). Many scholars propose that organisational culture and 

organisation-specific schemata impact on the evolvement of individual sensemaking (e.g. 

Anderson, 1984; Weick, 1979; Rerup & Feldman, 2011). 
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5.2.1 The Concept of Schemata 

In cognitive psychology literature, cognition is characterised as "representational structures in 

the mind and computational algorithms that operate on those structures" (Thagard, 1996: 10). 

This suggests that one cannot picture all the alternatives available or fully identify the causal 

linkages among possible different actions and their outcomes (Gavetti, 2005). Instead, one’s 

thinking is premised on cognitive representations of reality (Simon, 1991). Schemata, variously 

labelled ‘cognitive maps’, ‘mental models’, and ‘cognitive representations’ (Mintzberg et al., 

2009), represent cognitive structures underpinning an individual’s mind when encoding and 

depicting incoming information. Schemata are subjective knowledge structures that guide 

perception, attention, memory and presumptions (Anderson, 1984). They comprise of non-

codifiable tacit knowledge (Polanyi, 1966) about attributes and their casual relationships 

(Brewer & Nakamura, 1984), summarising past experiences and prior knowledge and providing 

a framework for the acquisition, interpretation, and retrieval of new information. As such, the 

notion of schema can be said to correspond with that of path-dependency, in which it is 

acknowledged that prior actions, activities and overall organisational history influence on future 

trajectories (Penrose, 1959; Teece & Pisano, 1994). 

  

Schemata function as cognitive maps guiding individuals in their orientation in life (Spillane et 

al., 2002). In ambiguous situations, schemata help simplify the decision problem in the mind of 

the individual (Weick, 1979; 1995), in that it directs attention toward only schema-relevant 

information. This implies that schemata determine what information is assigned attention to, 

interpreted, and made sense of, and thus what knowledge is assimilated into existing knowledge 

frames and justified as true beliefs (Nonaka, 1994). According to Brewer and Nakamura (1984: 

71), schemas have five functions in that they: 

  

1)    Direct attention 
2)    Serve as a framework to preserve episodic information 
3)    Combine generic information with episodic information to form instantiated schema 

memory representations 
4)    Act as a retrieval mechanism in recall 
5)    Act as a mechanism to edit memory output 
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These functions suggest that schemata focus on interpretation to help simplify ambiguous 

information, and as a result, affect the interpretation of information presented in a specific 

context. Schemata allow one’s memory to be reconstructed, using general knowledge to search 

for and infer suitable contextual information from recalled information (Brewer & Nakamura, 

1984). This implies that individuals’ cognitive structures, i.e. schemata, impact on sensemaking 

processes.  

  

Although schema theory was developed at the individual level of analysis, scholars have argued 

that members of organisations can share schemata (Bartunek, 1984). For a shared schema to 

arise, individuals must share mutual schemata and thus mutual orientation. In the process of 

realigning schemata, individuals’ schemata resemble one another with respect to their 

construction of reality, shared experiences, and shared exposure to social cues. An 

organisational shared schema is thereby a set of shared assumptions, values, and frames of 

reference, creating meaning to everyday activities and guiding how an organisation’s 

individuals think and act (Rerup & Feldman, 2011: 578). However, as individuals possess own 

schemata, they compose own representations of the organisational schema and theories in use 

(Rerup & Feldman, 2011), implying that individuals strive to align their own schemata in 

relation to others in the organisation. 

  

From this, individual as well as organisational schemata can be said to correspond to the 

notion of underlying assumptions of organisational culture, as presented by Schein (1985). In 

his theory of organisational culture, Schein (1985) proposes three levels of culture, that is, 

artifacts, values and underlying assumptions. Artifacts represent the surface and observable 

level of the iceberg, values symbolise the middle level of culture and what can be challenged 

and debated, and underlying assumptions the deepest level of culture consisting of unconscious, 

taken-for-granted assumptions. While these basic assumptions shape values, the values 

determine practices and behaviour. As further advanced by Barr et al. (1992: 17), schemata not 

only selectively limit information payed attention to and slant the interpretation of this 

information, they likewise limit the range of alternative solutions to the identified issues. From 

this perspective, schemata (or underlying assumptions) direct the search for and collection of 

information, which subsequently determine what behaviours are encountered. As such, a 
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schema act as an unconscious influencer on beliefs about what is considered important and 

‘right to do’, ultimately driving and directing behavioural outcomes.   

 

5.2.2 Espoused and Enacted Schemata 

Schemata can be regarded as either espoused or enacted (Rerup & Feldman, 2011). An 

espoused schema is an initial schema that is ‘in-progress’ in that it is“(...) an assembly of 

tenuously connected ideas that a person draws on in novel situations when behaviour is 

unscripted” (Labianca et al., 2000: 238). An enacted schema comprises of observable actions 

that changes intention into a pattern of realised cognition and action (Rerup & Feldman, 2011: 

579). In Weick’s terms (1979), when ‘enacting’ an event or new stimuli, it is brought into 

existence and set in motion. An enacted schema can therefore be seen as consistent with the 

intended direction of an espoused interpretive schema (Mintzberg, 1978). When set in motion 

and entrenched, enacted schemata are difficult to change (Rerup & Feldman, 2011).  

  

Individuals identify themselves and make decisions relative to their social world and 

interactions (Brewer & Nakamura, 1984). As mentioned, schemata can change when obtaining 

new self-knowledge. Correspondingly, individuals’ schemata can be influenced by how others 

think about and treat them, e.g. if co-workers treat an individual as incompetent, the individual 

is inclined to absorb this view into her self-schema and behave accordingly. Individuals have 

‘intra-psychic dialogues’ (Weick, 1979; Harris; 1994) in which they reflect on compliance with 

themselves, their beliefs and others. From the notion of enacted schemata (Rerup & Feldman, 

2011), it can be suggested that individuals enact their experiences and choose to behave in 

response to those experiences and the intra-psychic dialogues that follows from the experiences. 

This implies that schemata influences on action, but also that action might influence on 

schemata, as enacted experiences can potentially change perspectives and ways of thinking. 

Hence, individuals’ mentally reflections, i.e. intra-psychic dialogues, to a large degree 

determine their subsequent behaviour. Therefore, intra-psychic dialogues must influence on the 

degree to which individuals interpret and drive behaviour in the same direction as the rest of 

the organisation. 
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The product of sensemaking is an updated knowledge representation consisting of instantiated 

structures, i.e. schemata. The mechanisms described influence the creation of instantiated 

structures and what knowledge is assimilated within individuals. The process of sensemaking 

is ‘completed’ when the individual incorporates the instantiated structures into her existing 

knowledge frame and the prevailing schema evolves. However, a schema can also be let 

unaltered, depending on how the individual considers the information at hand. If the new 

information challenges underlying assumptions or prevalent viewpoints, most likely this new 

information is disregarded, as it will require a restructuring of the prevailing, enacted schema. 

The new information or ideas face the risk of being seen as minor variations of what is already 

understood rather than as different in critically important ways, consequently leaving the 

enacted schema unaltered. The same counts for organisational schemata. Hence, the 

sensemaking theory implies that learning new perspectives, ideas, or changing routines is not 

simply an act of encoding these new ideas. The following will elaborate on the relationship 

between schemata and routines. 

  

5.2.3 Schemata and Routines  

The dynamics of schemata are closely related to the development of routines. It can be 

suggested that the performative and ostensive parts of routines (Feldman & Pentland, 2003) 

have a recursive relationship in that the performative aspects create and recreate the ostensive 

aspects, which in turn may constrain or enable the performative aspect. For instance, what it 

means to "do reporting“ differs from individuals and organisations.  

 

In changing organisations, employees are presented with the challenge of adapting to new 

structural and operational features in their work environment, including the adaptation to new 

routines aiding new strategic intents. Though this imposed environment is hardly subject to 

individual control, individuals possess some degree of autonomy in the manner in which they 

interpret or make sense of the new environment from their enacted schema (the ostensive part), 

and act in response to the challenges posed (the performative part). The way in which the 

individual members’ act will in turn transform the routines in the organisation, and ultimately, 

pervade change. Thus, the process underlying a modification of routines is a change in both 
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knowledge structures and action patterns, that is, know-how and know-why. Therefore, this 

process resembles that of learning (Easterby-Smith, 2011).  

  

An organisation’s shared schema can be said to correspond to the ostensive part of routines. 

The enacted patterns of an organisational schema are established through the routines, and all 

other actions, taking place in the organisation. The meaning of the ostensive patterns that 

emerges in turn depends on the point of view of those experiencing the actions. Individuals’ 

schemata therefore influence on the ways in which individuals interpret the routines (the 

ostensive part) and understand what actions need to be performed. The way in which they 

interpret the routine is reflected in the way they behave and employ the routines in practice (the 

performative part).  

  

When faced with new challenges and current operational routines prove insufficient, a gap 

arises, as a new set of ideas on how to approach the problems is needed. When new ideas are 

presented, they are subject to internal selection pressures intended at evaluating the potential 

for enhancing the effectiveness of existing routines or the opportunity to form new ones 

(Nonaka, 1994; Zollo & Winter, 2002). This notion of internal pressures corresponds to that of 

intra-psychic dialogues which individuals have when faced with new stimuli. The internal 

selection pressures arise when the new ideas are considered in relation to the shared schemata 

in the organisation, encompassing prior experience, values and assumptions. Hypotheses about 

the expected advantages from the implementation of the proposed changes are evaluated 

through a collective effort in analysing and debating the benefits and risks associated with the 

initiative (Kuntz & Gomes, 2012). Based on the inferences with the schemata and the internal 

selection pressures, the organisational members select the most plausible explanation that 

allows them to resume action and integrate it within their schema (Zollo & Winter, 2002). 

However, some individuals might actively experiment or test hypothesis under different 

circumstances. If accepted (through intra-psychic dialogues), more individuals begin to induce 

the same actions, and consequently, routines are modified. This implies that internal selection 

pressures relative to the prevailing enacted organisational schemata affect whether existing 

routines can be modified or renewed. 
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5.2.4 The Link between Sensemaking and Dynamic Capabilities  

The way in which individuals make sense of their environments is affected by their schemata 

which comprises of underlying assumptions. Individuals in an organisation socially negotiate 

meanings and justify knowledge, through which a set of shared assumptions and frames of 

reference are created, constituting the organisational schema.  

  

To a large degree, the organisational schema can be said to influence on how individual 

members create meaning to everyday activities, guide how they think, and ultimately determine 

their subsequent behaviours. However, if individuals’ schemata do not comply with the 

organisational schema, they might try to persuade, consciously or unconsciously, themselves 

and others of the rightfulness of their schema, their knowledge and thus their conclusions. If so, 

the way in which routines are interpreted and thus performed might turn out to counteract the 

formation of dynamic capabilities and achievement of strategic change. This suggests that for 

routines to be developed most efficiently, and to shorten the total time of the strategic change, 

individual members’ schemata must be congruent. In that way, the way in which routines are 

interpreted and subsequently performed are as harmonised as possible across the organisation, 

ensuring organised action and that the organisation is moving towards the intended direction.  

 

Additionally, since individuals’ and organisations’ schemata are constituted by underlying 

assumptions and path-dependencies, and since these determine the way in which routines are 

interpreted and performed, changing the way in which routines are performed might prove 

difficult. For routines to be modified and renewed, it requires the organisational members to 

question underlying assumptions and the nature of prevailing conditions. To do so requires high 

cognitive efforts (Rerup & Feldman, 2011). However, via double-loop learning processes 

(Argyris & Schön, 1996), individuals gain new insights and knowledge, and, potentially, take 

into these elements into consideration. When met with new stimuli, their existing schemata is 

changed accordingly (Brewer & Nakamura, 1984), potentially challenging existing underlying 

assumptions. This further stresses the need for a balanced trade-off between exploration and 

exploitation (March, 1991), making room for new knowledge and trial-and-error learning. 

Otherwise, it might blind the organisation to alternative viewpoints and impede its ability to 
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question its underlying assumptions; a practice that prove crucial for detecting defensive 

routines in attaining strategic goals. 

  
Thus, schema theory inquiries into the way in which individuals make sense and interpret the 

actions that need to be performed by them. Individuals’ schemata, summarising past 

experiences and knowledge structures, ultimately impact whether they understand what 

behaviours to pursue. However, the fact that individuals make sense of their environments and 

know what actions to pursue is of no value to the organisation and its ability to form dynamic 

capabilities, if these individuals do not execute on those behaviours. The capacity to execute on 

behaviour is bounded by various cognitive elements (Bandura, 1986). We propose that an 

enhanced understanding of what mechanisms impact on individuals’ abilities to execute on 

behaviours is a necessity to comprehend how dynamic capabilities arise and change as a result 

of individual behaviour, and thus, what impact this has on the organisation’s ability to attain 

strategic change. Hence, the following will examine Social Cognitive Theory.  

  

 

5.3 Social Cognitive Theory 

Advanced by Bandura (1986) as an extension of his own social learning theory (Bandura, 1977), 

social cognitive theory (henceforth SCT) provides a framework for understanding, predicting 

and changing human behaviour (Green & Peil, 2009). Bandura’s (1986; 2012) emphasis on the 

social origins of cognitive processes places the theory within the exogenous paradigm of 

developmental theories. 

  

Bandura’s (1986) basic assumption is that individuals have ability to influence and regulate 

their thoughts, emotions, and efforts with regards to internal and external stimuli. SCT 

postulates that learning occurs in a social context with a triadic reciprocal causation, where 

behaviour, cognitive and other personal factors and environmental factors operate as interacting 

determinants, influencing each other bidirectionally (Wood & Bandura, 1989). It thus differs 

from conventional theories, in which behaviour is explicated in terms of one-sided determinism, 

that is, behaviour being shaped and controlled either by environmental influences or by internal 

dispositions (Wood & Bandura, 1989). In essence, employee action or performances 
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(behavioural factors) are influenced by how the workers themselves are affected (cognitive 

factors) by organisational strategies (environmental factors). Personal agency is therefore at the 

core of cognitive, affective, and motivational factors guiding human behaviour (Bandura, 

1986). This relationship is illustrated in figure 5.3:  

 
Figure 5.3. Triadic Reciprocal Determinism of SCT. 
Based on Wood and Bandura (1989) and Bandura (2012) 

 
Figure 5.3 suggests that just as the environment influence on individual behaviour, an 

individual’s actions influence on the environment. Individuals are thus considered to be both 

products and producers of their environment. Bandura (1986) furthermore claims that people 

can learn by observing others, and that learning is an internal process that may or may not result 

in changed behaviour. Learning can as such occur without resulting in changed behaviour. 

The causation between personal factors and behavioural factors (P-B) concerns the interaction 

between thought, affect and action (Bandura, 1986; 2012). Self-perceptions, efficacy beliefs, 

knowledge, outcome expectations, goals and intentions give shape to and direct behaviour. For 

instance, the higher the perceived self-efficacy, the higher the goals individuals set for 

themselves and the firmer their commitments are to these goals (Wood & Bandura, 1989). 

The causation between personal factors and environmental factors (P-E) demonstrates that 

human expectations, beliefs, emotional bents and cognitive competencies are developed and 

modified by social influences that convey information and activate emotional reactions through 
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social persuasion, social modelling, i.e. imitation, and instruction (Bandura, 1986). These 

environmental factors either act as support or barriers in pursuing a behaviour. 

Finally, the causation between behavioural factors and environmental factors (B-E) depicts that 

behaviour alters environmental conditions and is, in turn, altered by the very conditions it 

creates. Most aspects of the environment do not act as an influence if they are activated by 

appropriate behaviour, e.g. work environment does not influence workers unless they come to 

work. The environmental factors either act as support or barriers for pursuing a behaviour.  

According to Bandura (1986), the component self-efficacy is at the predominant level of the 

theory, as sources of conflicts between efficacy beliefs and behaviour primarily revolve on the 

individual assessment of perceived self-efficacy (Bandura, 2012: 10). Self-efficacy is subjective 

in nature, and its effects are likely to be idiosyncratic to each individual and their specific 

context. The concept therefore holds potential for understanding important idiosyncratic 

features of development of routines and formation dynamic capabilities. Based on this, we 

propose that the notion of self-efficacy is particularly relevant for the purposes of this thesis, 

as it can help explain why some individuals execute on required behaviours and why some do 

not, thereby providing insights into the performative part of routines. 

   

5.3.1 The Concept of Self-Efficacy  

The basic premise of self-efficacy is that one’s evaluation of own ability will influence 

intentions and subsequent behaviours. As stated by Wood and Bandura (1989: 408), self-

efficacy is one’s “beliefs in one’s capabilities to mobilise the motivation, cognitive resources, 

and courses of action needed to meet given situational demands”. This definition recognises 

that the degree of self-efficacy varies depending on the task and context at hand. 

  

As argued by Bandura (1986), possessing skills versus being able to use them well and 

consistently under difficult circumstances is two different things. To successfully perform a 

behaviour and accomplish desired goals, one must not only possess the required skills, but 

additionally a strong self-belief in one's capabilities to exercise control over events, that is, self-

efficacy. Self-efficacy is thus an important aspect of human motivation and behaviour, 
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influencing what actions are performed. Hence, it can be contended that self-efficacy refers to 

the ease or difficulty of performing a certain behaviour. 

  

Bandura (1986) distinguishes the component self-efficacy as consisting of expectations towards 

respectively efficacy and outcomes. Where the former (efficacy expectations) is the individual’s 

self-confidence that she/he can successfully perform a desired behaviour, the latter (outcome 

expectations) determines how much and how long she/he tries to persevere such behaviour. 

Thus, for one to perform a certain behaviour, one’s beliefs about own abilities about performing 

a behaviour and the expectations about what outcomes that behaviour result in influence heavily 

on whether one chooses to perform the action.  

  

While individuals with low self-efficacy are easily discouraged to preserve efforts effort when 

faced with institutional impediments, self-doubt or failures, individuals with high self-efficacy 

will work out ways to overcome them. Therefore, individuals with higher self-efficacy 

outperform individuals with lower perceived efficacy (Bandura, 2012: 24). This further implies 

that individuals who possess the same skills may achieve inadequately or exceptionally results, 

depending on whether their self-efficacy impede or enhance their motivation and overall 

efforts.  

 

Self-efficacy thus influences on choice processes that contribute to self-development and 

change. One’s self-efficacy beliefs affect the range of options one considers (Bandura, 2012: 

13), and, ultimately, the choices one makes at decisional points. Thus, it can be inferred that 

self-efficacy can be seen as a decisive determinant for individuals in making their choices of 

actions and consequently, what set the course of their future actions. 

 

5.3.2 The Link between Self-Efficacy, Sensemaking and Dynamic Capabilities 

As such, the individual’s intention and ability to undertake change in behaviour are determined 

by her/his degree of perceived self-efficacy, which can be affected by environmental factors 

such as social persuasion, imitation and instructions (Bandura, 1986; 2012). From a 

sensemaking perspective, these environmental factors are mentally reflected upon, consciously 
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or unconsciously, in intra-psychic dialogues (Weick, 1979; Harris, 1994), and from these, 

behavioural decisions are made relative to the social world. 

  

As established in the preceding, learning can occur without resulting in changed behaviour 

(Bandura, 1986), implying that sensemaking processes (the ostensive part) do not necessarily 

cause action to be performed (the performative part). The intention to perform a behaviour is 

largely influenced by the individual’s perceived benefits tied to performing the behaviour, that 

is, the individual’s goal (e.g. wants to learn) needs to be equivalent with the outcome 

expectations (e.g. get a promotion). This alignment will strengthen the individual’s self-

efficacy, resulting in her/him to be more likely to engage in learning-by-doing processes, 

experimentation and new practices. From this, we assert that individuals who possess a high 

degree of self-efficacy are more likely to perform the actions required for the development of 

routines that aid the formation of dynamic capabilities and strategic change. If, on the other 

hand, individuals possess a low degree of perceived self-efficacy, i.e. disbelief in one’s abilities 

to attain goals, they most likely feel out of control or helpless, and thus show a tendency to 

inaction or take the easy route by following known courses and existing routines.  

  

From this, it can be inferred that individuals with a high degree of perceived self-efficacy, and 

thus self-confidence, are more likely to seek new, unknown behaviours. If doing so, new 

knowledge will follow as a result from these experiences, potentially challenging existing ways 

of doing things. Subsequently, this new knowledge will be integrated into and changing their 

prevailing schemata. Conversely, individuals who possess a low degree of self-efficacy might 

avoid venturing into new behaviours that are out of their comfort zones, suggesting that these 

individuals’ schemata will remain unaltered, heightening the chance that existing routines will 

persist. As suggested by SCT (Bandura, 1986) and schema theory (Brewer & Nakamura, 1986; 

Harris, 1994), environmental factors potentially influence on individuals’ sensemaking 

processes and perceived self-efficacy. This points to the importance of understanding the degree 

to which the organisational culture in which the individuals belong act as either supporting or 

discouraging factor in encouraging self-efficacy beliefs, and whether certain incentives can be 

established to support this. Also, a culture of continuous transformation will likely enhance 

general acceptance and likeliness to engage in change processes, given its legitimacy to a 

dynamic organisational environment. However, to further investigate these aspects would 
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require insights into organisational culture, incentives, as well as individuals’ readiness for and 

resistance to change, which are aspects beyond the purposes of this thesis. 

 

5.4 Concluding Remarks  

In this chapter, it was established that sensemaking processes influenced by schemata and self-

efficacy are microfoundational constituents that yield the formation of dynamic capabilities and 

attainment of strategic change. It was found that individuals’ sensemaking processes are 

influenced by their enacted schemata, which summarise past experiences and perceptions. 

Individuals might share schemas, aiding shared understandings. In this respect, it was inferred 

that a shared understanding in the organisation either act as a shared orientation ensuring 

organised action shortening time in attaining strategic change or, in contrast, impede the 

organisation’s ability to recognise when routines act as defensive routines, obstructing its ability 

to develop new routines. In executing the required behaviours to attain dynamic capabilities 

and strategic change, the degree to which individuals possess confidence in own capabilities, 

that is, self-efficacy beliefs, determines whether they do so. It was inferred that individuals with 

a high degree self-efficacy are more likely to encounter required behaviours but likewise to 

venture out of their comfort zones and seek new knowledge, consequently aiding endogenous 

innovation. Based on these findings, we proposed that the dynamic capabilities view would 

benefit from an explicit incorporation of the microfoundational mechanisms, sensemaking and 

self-efficacy, as these help shed light on the development and modifications of routines, which 

is pivotal for an organisation’s ability form dynamic capabilities, and consequently, attaining 

strategic change. 
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6. Integrative Framework  

 
In the preceding chapters, the dynamics of strategic change through the concept of learning and 

its boundaries have been analysed and discussed. It was asserted that learning constitutes the 

means to attain strategic change, if it privileges the process of knowledge creation, as the 

knowledge creation process and its conversion modes are sources of endogenous innovation. 

In this regard, individual sensemaking and self-efficacy were pointed out as means to which the 

development of dynamic capabilities and endogenous innovation are either supported or 

constrained. From this, we proposed that for an organisation to attain dynamic capabilities and 

strategic change successfully, it should enhance its understanding of the cognitive mechanisms 

driving and directing its individual members’ behaviour. The aim of this chapter is to discuss 

the concepts of strategic change, organisational learning, and microfoundations and their 

interrelationship. First, the findings from each chapter are summarised. Second, the 

interrelationship between the different constructs is analysed and discussed. Finally, the 

integrative framework is proposed. 

 

6.1 Introduction 

In today’s rapidly changing environment, where the scope of businesses expands and both 

competition and industry boundaries are defined ever more broadly, organisations need to 

constantly rethink their core competencies and capabilities and renew themselves to achieve 

competitive advantage (Gupta, 2018). To do so, dynamic capabilities are key (e.g. Helfat & 

Winter, 2011; Teece et al., 1997; Teece, 2007). 

 

With their capacity to act and generate new solutions in dynamic, often ambiguous situations, 

an organisation’s individuals are considered one of the most important strategic assets, while at 

the same time, potentially, a principal source of organisational inertia (Leonard-Barton, 1995; 

Foss, 2011). Derived from this conviction, strategic management theories should seek to 

outline, unfold, and prescribe proper courses of decision-making and action concerning these 

challenges by developing approaches or frameworks that can aid managers in understanding 

the underlying mechanism of how dynamic capabilities are formed and ultimately, how this 

impact attainment of strategic change. In recent times, significant efforts have been made to 
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unfold a theory of strategic management, nevertheless, several debates and disputes yet prevail 

and thus require further investigation and elaboration.  

 

In most strategic management literature, given its inherent organisational level focus, there is 

an implicit assumption of homogeneity at the individual level. The poor understanding of 

dynamic capabilities makes it difficult to study how these can be used in actionable managerial 

decision making to aid strategic change. We suggest that proposing microfoundations as the 

means to understand where dynamic capabilities originate from provides propositions to the 

development of strategic management theory.  

 

Hence, the following will integrate the concepts of strategic change, organisational learning and 

microfoundations to attain an integrated framework for explaining the microfoundational 

means influencing in the attainment of strategic change. Initially, the findings from each chapter 

are revisited. Next, the link between the key constructs will be discussed. Finally, the integrative 

framework will be outlined.  

 

6.2 The Concepts of Strategic Change, Organisational Learning and 
Microfoundations 

Before venturing out in presenting the integrative framework, findings from each preceding 

chapter will be briefly revisited in the following sections. 

 

6.2.1 Strategic Change 

In Chapter 3.Strategic Change, it was established that in the dynamic capabilities view, the 

focus is on the conditions enabling these resources to be constantly renewed (Teece, 2007). 

Further, innovation was found to be a key driver to attain strategic change. To attain strategic 

change, the dynamic capabilities view pertain that an organisation should alter and modify the 

underlying routines of operational capabilities to gain dynamic capabilities which are needed 

to entice the strategic change (Helfat et al., 2007). It was further outlined that an organisation’s 

strategy should be a balanced trade-off between deliberate and emergent strategy to foster 

learning and endogenous innovation. Furthermore, strategic change was analysed through the 

lens of the dynamic capabilities view (Lavie, 2006). It was asserted that the way in which 
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dynamic capabilities view’s approach strategic change has severe limitations in that it assumes 

an adaptive approach to strategic change. Also, it ignores that interactions between dynamic 

and operational capabilities not just occur as a response to exogenous triggers, but likewise 

through the reproduction and adaptation of organisational routines as endogenous sources of 

innovation. On that basis, we asserted that the dynamic capabilities view fails to conceive 

internally incited drivers for change and comes short with approaches on how to attain 

endogenous innovation.  

 

6.2.2 Organisational Learning 

In Chapter 4. Organisational Learning, it was asserted that organisational learning constitutes 

the means to continuously develop and renew firm-specific routines and capabilities that face 

the challenges of a changing environment, and thus contributes the means to achieve strategic 

change. It was asserted that learning constitutes the means to attain strategic change, if it 

privileges the process of knowledge creation, as the knowledge creation process and the 

conversion modes are sources of endogenous innovation. 

 On that basis, it was inferred that learning processes should be more explicitly incorporated in 

dynamic capabilities view. Moreover, it was demonstrated that learning is constituted by 

knowledge creation processes (Nonaka & Takeuchi, 1995), and that knowledge originates in 

individuals and generated when faced with new external stimuli or ideas. However, for ideas to 

be further developed into organisational learning, we asserted that the organisation must possess 

a balanced trade-off between exploration and exploitation, in which existing knowledge is 

utilised via feedback flows (Crossan & Berdrow, 2003), and where new knowledge is created 

and amplified through knowledge creation processes, feeding forward new ideas to the 

organisational level. Learning and innovation are best incited under unplanned rather than pre-

planned circumstances, placing emergent strategies as the more favourable context for 

innovation and learning processes to spur. Further, it was found that path-dependencies 

(Penrose, 1959; Teece & Pisano, 1994), the ability to unlearn, and routines (Nelson & Winter, 

1982) pose certain boundaries for the organisation’s learning processes and thus ability to 

achieve strategic change. Lastly, it was deduced that learning and internalisation of knowledge 

constitute the precondition to reconfigure operating capabilities, and thus, to close the capability 

gap and attain strategic change. 
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6.2.3 Microfoundations 

In Chapter 5.Microfoundations, it was inferred that changing an organisation’s repertoire of 

learning processes and well-known stability, which are matters subject to routinisation, 

redundancy and complexity requires high cognitive effort and changes in individual behaviours. 

It was established that to recognise that current routines are insufficient with the imposed 

strategic goals, it requires individuals to make correct sense of the action that needs to be 

executed (Rerup & Feldman, 2011). Additionally, for the organisation’s resource base to either 

created, extended, or modified, and thus for it to achieve dynamic capabilities and strategic 

change, its individuals must likewise execute the actions needed of them. Both practices can be 

seen as a learning process, that is, a change in knowledge and action. In this learning process, 

the mechanisms of individual sensemaking (Brewer & Nakamura, 1984; Weick, 1979) 

determine whether and how they interpret what is important, and subsequently, what actions to 

pursue. On this basis, we argued that an individual’s schema might blind her/him to new 

information that challenge the validity of her/his existing schema, or, in contrary, induce 

her/him to challenge prevailing assumptions that possibly foster new ideas. Further, we asserted 

that individuals with strong self-efficacy beliefs (Bandura, 1986) are more likely to execute the 

behaviours required for the development of routines, which aid the formation of dynamic 

capabilities and ultimately, the organisation’s ability to attain strategic change.  

 
 
6.3 The Interrelationship between Microfoundations, Organisational 
Learning and Strategic Change 

In the organisational learning process, the mechanisms of individual sensemaking influence as 

they determine whether and how they interpret what is important, and subsequently what 

actions to pursue. For strategic goals to be realised, individuals’ sensemaking processes should 

ideally be guided by it. If not, the actions encountered by the individuals will not aid the 

development of new routines, impeding the organisation’s capacity to achieve dynamic 

capabilities and attain strategic change.  

 

In pursuing the actions needed to establish new learning patterns and eliminate inhibited 

routines, self-efficacy constitutes a significant factor. If possessing low self-efficacy (Bandura, 
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1986), one will most likely not preserve efforts in pursuing new knowledge or engage in 

activities that feel insecure, implying that the actions performed will remain within what is 

known, and as a result, routines will be left unaltered and the learning process blocked. Hence, 

individuals with high perceived self-efficacy are more likely to endeavour new knowledge and 

practices that are not within their current repertoire, and they are likewise more incited to share 

ideas. Thus, from this, these individuals might be more likely to engage in the knowledge 

creation processes, in which the interaction between tacit and explicit knowledge occur, and the 

knowledge spiral is offset from which potential endogenous innovation can occur. 

 

Learning can lead to the destruction of existing capabilities and routines, as new knowledge 

might cause the recognition that existing practices and competencies have become obsolete, 

consequently making room for innovation and new routines. For operational capabilities to be 

altered to aid the needed capability configurations for achieving the desired state, the underlying 

constituents of capabilities, that is, routines and competencies, should be modified. This stresses 

the importance of balancing exploration and exploitation, as it can be inferred that individuals 

might choose to disregard unfamiliar stimuli or new ideas if the priority is on efficiency (single-

loop learning) rather than on effectiveness (double-loop learning).  

 

Knowledge creation processes are vital for not only the ability to recognise if existing routines 

are impeding organisational performance, but also for the development of new ideas that aid 

the development of routines. Through this process, individuals who possess new ideas that can 

potentially result in innovations will be able to convert their knowledge. This amplifies the 

importance of the knowledge creation process and the decisive role of the interaction between 

tacit and explicit knowledge, as it is herein individuals endeavour to perform and share their 

initial ideas. After externalisation and combination, the internalisation conversion mode is 

eventually commenced by the means of learning-by-doing. Accordingly, it is through the 

knowledge creation process that an interaction field is created for individuals to engage in 

dialogues and discussion. Such fields consequently generate new insights and perspectives that 

potentially challenge enacted schemata and create new knowledge. In essence, it is through 

such interactions that individuals negotiate meanings, update their schemata, and subsequently, 

learn. 
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Thus, individuals with high self-efficacy are more likely to engage more in socialisation 

processes, and from these interactions their schemata are changes and they will be more likely 

to view things differently. Thus, they engage more in learning-by-doing and get more 

knowledgeable, elevating their individual learning. Since learning facilitates modification and 

development of routines, individuals’ self-efficacy beliefs constitute a crucial 

microfoundational means to learning, endogenous innovation, and strategic change processes. 

 

The knowledge creation process is decisive in establishing a common understanding, a shared 

organisational schema, guiding the way in which the individuals interpret what actions need to 

be executed. Shared understandings are believed to be established in the knowledge creation 

process between the socialisation and externalisation modes. Individuals make decisions 

relative to their social world and interactions. Therefore, when individuals engage in this 

process, they are inclined to question their own schema and underlying assumptions and, 

eventually, direct their interpretation and understandings correspondingly to their co-workers’.   

 

The shared understanding in the organisation either act as a shared orientation ensuring 

organised action and shortened time in attaining strategic change or, in contrast, impede the 

organisation’s ability in developing new routines (Rerup & Feldman, 2011). If everyone shares 

the same interpretations, few are inclined to recognise when certain routines act as defensive 

routines rather than profiting behaviours.  

 

Notwithstanding, to make room for new critical knowledge, ideas and endogenous innovations 

so that the organisation can benefit from them, it should pursue a balanced trade-off between 

deliberate and emergent strategy (Mintzberg et al., 2009). Possessing such balance would mean 

that the organisation should thoroughly consider its action and strategic goals in relation to its 

corporate foundation to comply with its path-dependencies, but also make room for exploration 

and innovative ideas while pursuing its strategic goals. If the proposed emergent strategy is 

considered compliant with the other actions of the organisation, a new strategic goal should be 

set and subsequently, a new updated deliberate strategy should commence. 

 

In achieving the strategic goals set, path-dependencies and routines pose certain boundaries for 

the organisation. This suggests that to attain dynamic capabilities, and ultimately strategic 
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change, the organisation should pursue a stable foundation by not selecting too progressive 

strategic goals that require too radical capability configurations (Lavie, 2006). If too radical 

capability configurations, too many aspects of an organisation’s institutionalised learning 

change simultaneously. If so, the organisation’s ability to understand cause-effect relationships 

will demolish since cognitive structures are not formed (Teece et al., 1997). Consequently, this 

causes a reduced speed in the organisational learning processes and altering of routines within 

the organisation. This implies that the organisation’s strategic goals and configuration 

mechanisms should build on existing competencies rather than completely new capabilities and 

competencies, as caused from capability substitution.  

 

Hence, for the organisation to conform with its path-dependencies, it should seek to utilise its 

existing competencies to build new assets, that is, an approach that resembles more with 

capability evolution than capability substituting (Lavie, 2006). This would ensure strong 

learning processes and new inimitable and unique competencies. This further suggests that if 

the strategic goals set are too different from individuals’ personal goals, the individuals might 

not find themselves capable of reaching the goals set, which in turn will have an impact on their 

degree of perceived self-efficacy (Bandura, 1986). Thus, the organisation should assure that the 

strategic goals it sets are ambitious, yet close enough to its current ‘core’ and to a certain degree 

compliant with the individual members’ personal goals. If so, it will likely enhance the 

individuals’ confidence to execute the behaviours needed of them to attain the required strategic 

change. 

 

6.4 Integrative Framework  

From this discussion, the below integrative framework can be proposed. The framework 

illustrates the interrelationships which we propose can be found between the concepts of 

microfoundations, organisational learning, dynamic capabilities, and strategic change. 
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Figure 6.4. Integrative Framework - Microfoundational Means to attain Strategic Change. 
Authors’ creation. 
 

Figure 6.4 illustrates that strategic change stem from dynamic capabilities, organisational 

learning processes and cognitive mechanisms that influence individual members of the 

organisation. To attain strategic change, the organisation needs dynamic capabilities, that is, 

the ability to create, extend, or modify its current resource base. The resource base consisting 

of operational capabilities underpinned by routines should be altered and modified to aid the 

needed capability configuration. Whereas the managerial cognition to a large degree determines 

what strategic goals are set, and ultimately which reconfigurations mechanisms and behaviours 

to pursue, the organisation’s individual members play a decisive role in executing the 

behaviours needed to attain strategic change. 

 

To create, modify or extend existing competencies, organisational learning is crucial in which 

the knowledge creation process is decisive. Through interaction, discussions, and 

negotiations, the individuals are pressured to challenge their existing schemata and knowledge, 

and thereby create new knowledge. This new knowledge is imperative for the organisational 

members to recognise that existing practices and competencies have become obsolete, and to 

make room for endogenous innovation and new routines. However, boundaries to learning 

prevail, that is, routines, unlearning, and path-dependencies, in which path-dependencies 

captures the essence of the three. Being path-dependent, the organisation is potentially 

constrained to the range of potential strategic goals it may assume. This may be due to its 

existing routines and inability to unlearn current behaviours. 
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Besides, figure 6.4 suggests that the organisational learning processes and the ability to alter 

existing routines are tied to the individuals’ sensemaking processes and self-efficacy beliefs. 

Individuals’ sensemaking processes should ideally be guided by the organisation’s strategic 

intents, as this would ensure that the individuals would make the correct sense of what actions 

need to be executed and thus where to direct their behaviour. An interaction field in which 

individual engage in the knowledge creation process would enhance a shared orientation and 

create organised action. Individuals with high self-efficacy are more confident in own 

capabilities to perform actions required of them. They are therefore also more likely to seek 

new knowledge, unknown behaviours and interactions, from which change their schemata and 

enhance their learning. A change in schema potentially incites new knowledge and endogenous 

innovation, which may challenge inherent organisational routines.  

 

In sum, to attain the desired capability configuration and strategic goal that yield the process 

strategic change, the organisation has to learn and create the required knowledge for, firstly, 

being able to recognise when routines counteract strategic goals, and secondly, to build 

competencies that aid endogenous innovation and the formation of dynamic capabilities. This 

requires individuals to correctly interpret and understand what actions are needed of them, but 

likewise, for them to possess the required confidence in own capabilities to execute required 

behaviours.   

 

6.5 Concluding Remarks 

In this chapter, the findings from each preceding chapter were presented and their 

interrelationships discussed. Overall, it was contended that for an organisation to attain strategic 

change, dynamic capabilities are necessary, as possessing only operational capabilities will not 

suffice in the rapidly changing business environment. The organisation should pursue a 

balanced trade-off between exploration and exploitation to utilise existing learned practices 

both simultaneously make room for innovation and new routines to occur. To ensure that 

competencies and routines are continuously developed, the organisation should ensure an 

ongoing process of learning and knowledge creation, which are processes needed for adaption 

to exogenous innovation and for creation of endogenous innovation. To allow the endogenous 

innovation, the organisation’s strategy should be both to deliberate and emergent. The 
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capability to understand what action is needed and the capability to subsequently act upon it are 

neatly coupled with sensemaking processes and self-efficacy beliefs, as these are found to be 

determining factors as to whether routines are modified or developed as required. To attain 

dynamic capabilities, and ultimately strategic change, the organisation should seek to conform 

with its ‘core’, that is, not select too progressive strategic goals that require too radical 

capability configurations, as will widen the gap in reaching the desired capabilities and thus 

impede its ability to attain strategic change.  
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7. Conclusions 

 

In the preceding chapters, microfoundational means to attain strategic change have been 

analysed and discussed, and based on this, a theoretical integrative framework proposed. In this 

chapter, conclusions of the thesis will be presented. First, conclusions on each research question 

are submitted. Second, conclusions on the integrative framework are presented. Third, 

academic implications are outlined. Finally, suggestions for further research are submitted. 

 
7.1 Conclusions on Research Questions 
The aim of this thesis has been to contribute to the critical issue occurring in research of strategic 

management, that is, how organisations can attain strategic change in times of rapid change. By 

pursuing a methodological individualism explanatory stance, the objective was to propose a 

theoretical framework that provides insights into how microfoundational constructs impact an 

organisation’s ability to form dynamic capabilities and how this impact on the process of 

attaining strategic change. 

 

 Therefore, the primary research objective of this thesis was: 

 

To identify and assess the microfoundational means to attain strategic change 

 

To accomplish the primary research objective, three research questions were drawn. Uniting 

the segregated conclusions from each of the research questions will make it possible to fulfil 

the primary research objective. Hence, in the following, conclusions on each research question 

will be submitted.  

 

The first research question was: 

 

RQ1: “How is the concept of strategic change addressed by the dynamic capabilities 

view?”    
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As a field of research in its infancy, the dynamic capabilities view comes short with explanatory 

frameworks on microfoundational constructs and their influence on an organisation’s ability to 

attain strategic change. Initially, a distinction between the deliberate and emergent strategy was 

outlined. On that basis, we infer that an organisation’s strategy should attempt to be a balance 

between the two, as it allows for strategic flexibility, learning and endogenous innovation which 

are crucial constructs for strategic change. Furthermore, we contend that the dynamic 

capabilities view merely assumes an adaptive perspective on strategic change, in that it relates 

the organisation to its external environment. From this, we assert that the dynamic capabilities 

view fails to consider internally incited drivers for change, and that it would benefit from an 

explicit incorporation of approaches to emergent strategies. In accordance with the dynamic 

capabilities view, we propose that learning constitutes an important construct for developing 

dynamic capabilities. Following that we propose that strategic change is a continuous process 

of continual organisational renewal through learning processes, and that an explicit examination 

of learning and its underlying constituents therefore is a necessary contribution to refine 

theories within the dynamic capabilities view.  

 

The second research question was: 

 

RQ2: “From the dynamic capabilities view, how may the concept of learning be 

disaggregated to shed light onto the concept of strategic change?”  

 

While the dynamic capabilities view acknowledges the notion of knowledge and its importance 

for learning, we infer that it does not pay attention to how it is created. From the analysis of the 

concept of learning, the knowledge creation process is found to be imperative for generating 

endogenous innovation, and thus, for the organisation to attain strategic change. Thus, we 

conclude that learning is a means to attain strategic change if it privileges the notion of 

knowledge creation. On that basis, we suggest that the knowledge creation process should be 

an explicit part of the concept of learning and the dynamic capabilities view. Furthermore, we 

propose that double-loop learning processes, in which underlying assumptions are identified, 

challenged and re-examined, are essential for the organisation to be able to reconfigure its 

existing operational capabilities and form dynamic capabilities, consequently attaining strategic 

change. With this said, we assert that limitations to learning prevail, and that these might impede 
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the organisation’s subsequent behaviours. Path-dependencies constrain potential future route 

for an organisation to undertake, and routines might constrain the organisation’s ability to 

unlearn practices, preventing new behaviours and perceptions. From this we argue that there 

exist boundaries to the variety of strategic goals the organisation can reach.  

 

Lastly, the third research question was: 

 

RQ3: “How can a microfoundational perspective of the formation of dynamic capabilities 

contribute to understanding the process of strategic change?” 

 

In the dynamic capabilities view, little research has been endeavoured on how dynamic 

capabilities arise and change as a result of individual behaviour and what effects this has on 

achieving strategic change. For the organisation to reach its strategic goals, it requires for it to 

change its repertoire of learning processes and well-known stability, which are matters subject 

to routinisation, redundancy and complexity. We contend that for organisational members to 

change behaviours, it requires high cognitive effort.Thus, to understand what constitutes the 

required change in routines and capabilities for the formation of dynamic capabilities, we 

propose that an examination is needed of micro-level constituent components. From the 

analysis, it can be inferred that individuals’ schemata, summarising past experiences and 

knowledge structures, impact whether they understand what behaviours to pursue and 

directions to go. A shared schema in the organisation might imply improved efficiency and 

shorten the time of attaining strategic change, but it can likewise impede the organisation to 

recognise when routines are counteracting the strategic goals. However, the fact that individuals 

know what actions to pursue is of no value to the organisation and its ability to form dynamic 

capabilities if the individuals do not execute on those behaviours. On that basis, we assert that 

the concept of self-efficacy is a decisive determinant for individuals when making their choices 

of actions. In that respect, we conclude that individuals with a high degree of self-efficacy are 

more likely to perform the actions required for the development of routines that aid the 

formation of dynamic capabilities and strategic change. Also, these are more likely to seek new, 

unknown behaviours, and their schemata are thus continuously altered according to their new 

experiences. From this, we suggest that individuals with a high degree of self-efficacy can 

trigger endogenous innovation. In reverse, individuals with low self-efficacy might have a 
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tendency to inaction or to follow known courses and existing routines, and hence, avoid 

venturing into new behaviours. This suggests that these individuals’ schemata will remain 

unaltered, heightening the chance that existing routines will persist. 

 

Having concluded on the research questions, the following will conclude on the primary 

research objective by conclusions on the integrative framework.  

 

7.2 Conclusions on Integrative Framework 

The main objective of this thesis was to propose a theoretical framework that theoretical 

developments in the literature about how microfoundational constructs impact an organisation’s 

ability to attain strategic change. The proposed framework originates in the dynamic 

capabilities view and its approach to strategic change.  

From the integrative framework it can be concluded that strategic change stem from dynamic 

capabilities, organisational learning processes and cognitive mechanisms that influence 

individual members of the organisation. To attain strategic change, the organisation needs 

dynamic capabilities, that is, the ability to create, extend, or modify its current resource base 

and change its operational capabilities which are underpinned by routines. Whereas the 

managerial cognition to a large degree determines what strategic goals are set, and ultimately 

which reconfigurations mechanisms to pursue, the organisation’s individual members play a 

decisive role in executing the behaviours needed to attain strategic change.  

It can be further concluded that organisational learning is vital for strategic change, in which 

the knowledge creation process is decisive. Through interaction, individuals challenge their 

existing schemata and knowledge by engaging in learning-by-doing, and thereby create new 

knowledge. New knowledge creation is imperative for the organisational members to recognise 

when existing practices and competencies have become obsolete, and to make room for 

endogenous innovation and new routines. However, boundaries to learning prevail, that is, 

routines, unlearning, and path-dependencies. Being path-dependent, the organisation is 

potentially constrained to the range of potential goal it may assume. This may be due to its 

existing routines and inability to unlearn current behaviours. 
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From this, it can be deduced that the cognitive mechanisms, sensemaking and self-efficacy, 

influence significantly on an organisation’s ability to alter existing routines and reach its desired 

capability configurations.  To ensure routines are developed and modified accordingly with the 

strategic goals, individuals’ sensemaking processes should ideally be guided by the 

organisation’s strategic intents. The knowledge creation process in which an interaction field is 

established is in this regard found to be imperative. Furthermore, individuals with high self-

efficacy are more confident in own capabilities to execute required behaviours, and thus more 

likely to seek new knowledge, unknown behaviours and interactions. This potentially incite 

new knowledge and endogenous innovation, which consequently challenge inherent routines. 

To attain strategic change, underlying assumptions of the organisation’s routines need to be 

distorted. On that basis, we conclude that a high degree self-efficacy constitutes the means to 

attain strategic change.  

 

In conclusion, our proposed theoretical development originates in the dynamic capabilities view 

and its approach to strategic change. In this relation, we propose that the dynamic capabilities 

view should explicitly include the notion of emergent strategies instead of relying on deliberate 

strategies, to allow for strategic flexibility, learning, and endogenous innovation. In addition, 

we agree that learning constitutes the means to attain strategic change as noted by scholars in 

this view, however, it should explicitly consider the knowledge creation process since this 

process encompasses endogenous innovation. Also, we stress that limitations to learning, and 

thus reconfiguring of capabilities, prevail, which narrows the potential range of strategic goals 

a firm may pursue. Lastly, and most importantly, we propose that the dynamic capabilities view 

should explicitly consider microfoundational constructs, and, particularly, how individual 

behaviour is driven by sensemaking processes or self-efficacy beliefs, as these constructs 

potentially impede an organisation’s ability to create, modify or extend its resource base, 

develop dynamic capabilities and attain strategic change.  

 

7.3 Academic Implications 

This thesis has contributed to existing literature by combining theories from strategic 

management theory, organisation behaviour theory, and social cognition theory. By building a 

theoretical framework for the psychological foundations of capabilities’ development laid out 
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around cognition, this thesis extends existing strategic management theory by proposing 

mechanisms by which differences in cognition emerge and consequently impact on a firm’s 

ability to attain strategic change.  

This thesis has deliberately chosen to narrow its focus to exclusively examine how strategic 

change can be assessed from the dynamic capabilities view, and likewise to focus only on a 

few, among numerous, potentially influential lower-level constituents that drive and direct 

individual behaviour. We contribute to the research agenda of microfoundational means to 

attain strategic change from a dynamic capabilities view by combining sensemaking theory 

(Weick, 1979), schema theory (Brewer & Nakamura, 1984), and social cognitive theory 

(Bandura, 1986) with theories of strategic management, organisational learning and knowledge 

creation. Empirical inquiry is still largely missing in the dynamic capabilities view, which we 

believe is in part due to the missing articulations of casual links between microfoundations and 

collective phenomena.  

The reader should be careful in drawing conclusions only from this thesis, as the conclusions 

are founded solely on theoretical insights. The conclusions derived in this thesis thus come 

across as speculative conjectures, that is, they are subject to falsification. The analysis provides 

clues to causality, but do not allow approving it. Hence, the speculative conjectures are not 

scientifically confirmed and are yet to be studied empirically. In accordance with the critical 

realist philosophical stance, however, our aim was to provide plausible, defensible explanations 

of known phenomena and theoretically develop propositions with considerations for future 

falsification.  

 

Finally, we believe that this thesis and its findings in terms of speculative conjectures offer a 

unique theoretical and methodological window into how future research might proceed in 

understanding how causality unfolds between microfoundations, dynamic capabilities and 

strategic change.  
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7.4 Further Research 
Examining dynamic capabilities and strategic change from a microfoundational perspective 

represents new perspectives and opens up for a rather elusive black box in strategic management 

research. The proposed framework offers insights into the microfoundational mechanisms of 

sensemaking and self-efficacy and their possible influence on the development of routines and 

dynamic capabilities and the process of strategic change. However, this study is an initial 

attempt to shed light on how microfoundational constructs influence on this process, in which 

various other factors undoubtedly deem relevant to assess as well for further refinement of 

theory. 

  

Another interesting perspective and natural extension of this study would be to include Self-

Determination Theory (Ryan & Deci, 2000) to study how satisfaction of ‘innate psychological 

needs’ such as competence and autonomy that improve self-motivation impact on individuals’ 

goal-directed activities, and what this would mean for a firms’ ability to form dynamic 

capabilities and attain strategic change. In that respect, another natural extension would be to 

further study how different work environments or organisational cultures foster individuals’ 

efficacy beliefs and ensure shared schemata, and how organisations can create the best 

prerequisites for its employees to gain confidence in own capabilities (Teppo, Felin & Foss, 

2012). This would further unravel the environmental aspect of Bandura’s (1986) Social 

Cognitive Theory.  

 

Also, since theories of intrinsic and extrinsic motivation (Osterloh & Frey, 2000) show a 

relationship between learning and motivation, further research should study what effects 

different kinds of incentives have on the individuals’ motivation to execute required behaviours 

and how this can facilitate the formation of dynamic capabilities and attainment of strategic 

change. Moreover, as an alignment between the individual’s goal and outcome expectations 

will strengthen the individual’s level of self-efficacy (Bandura, 1968), it would be relevant to 

further investigate the role goal congruence between individual and organisational goals 

(Latham, 2001). Also, it would be relevant to further study the impacts of bottom-up learning 

processes in and how strategic flexibility moderate the relationship between bottom-up learning 

and strategic change (Yi et al., 2017).  
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As for strategic change in the dynamic capabilities view, it has implicitly been suggested that 

all strategic change is desirable, and essentially, equally achievable through reconfiguring 

mechanisms. However, it can be contended that organisations meet certain boundaries in their 

capacity to exploit economies of diversity. Procuring as a frame within which strategic change 

should remain, the concept of corporate coherence in regard to strategic change can provide 

interesting insights into the boundaries of organisational capacity (Teece et al., 1994; Foss & 

Christensen, 2001). On a macro-level, we thus propose for further research to unravel the 

concept of corporate coherence in regard to strategic change, as we believe it would provide 

interesting insights into the path-dependent and learning dynamism in the dynamic capabilities 

view. 

 

Finally, for empirical advancement in future research, we recommend using qualitative research 

approaches, as these potentially generate rich insights to idiosyncratic features.  
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