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Abstract
The domain of e-business is characterised by rapid change and in such markets

managers can no longer rely on the resources that they have assembled to

provide their extant competitive position. Instead they must be able to

combine resources in new ways, gain additional resources and dispose of
superfluous resources, and to do this repeatedly and rapidly if they are to

compete successfully. The term ‘dynamic capabilities’ is emerging in the

strategic management literature for these skills. This study seeks to identify the
dynamic capabilities that are necessary for e-business transformation and to

identify practices in developing these capabilities that are both effective and

common across companies, and might therefore be considered as ‘best
practice’. Eight distinct dynamic capabilities are identified, each appearing to

address either innovative or integrative aspects of e-business transformation.

Consistent with previous studies of dynamic markets it was found that ‘best
practice’ involved simple, experiential and iterative approaches to these

necessary capabilities.
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Introduction
Despite the downturn in sentiment towards the dot.com companies in
April 2000, e-business transformation continues to be a strategic
imperative for many businesses. Firms recognise that e-business can assist
with numerous objectives, such as enriching the dialogue with customers
(Kenny & Marshall, 2000), streamlining internal business processes (Dutta
& Segev, 1999) and developing deeper relationships with key suppliers
(Kaplan & Sawhney, 2000; Wise & Morrison, 2000). However, this domain
also poses many challenges such as the entrance of new competitors
(Porter, 2001), the blurring of market boundaries (Rayport & Sviokla, 1995)
and the emergence of new business models (Amit & Zott, 2001).

Such dynamic environments pose considerable challenges for managers.
A number of researchers have suggested that in such environments
competitive advantage is transient, rather than sustainable (D’Aveni, 1994;
Ilinitch et al., 1996). Managers must therefore concentrate on renewing
rather than protecting their sources of competitive advantage (Rindova &
Kotha, 2001). No longer can they rely on the assets, staff, products, brands
and other resources that they have assembled to provide their present
competitive position. The dynamic nature of the e-business domain
requires them to be able to combine these resources in new ways and to
gain additional resources, and to do this repeatedly, if they are to compete
successfully.
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Strategic management scholars have recently begun to
refer to the processes by which firms reconfigure their
resources in order to gain competitive advantage as
dynamic capabilities (Teece et al., 1997). Such capabilities
are viewed as critical to the success of firms in dynamic
markets, to the extent that the threat to such firms may
not come primarily from their competitors, but rather
from within their own firm, from the challenge of
developing and sustaining effective dynamic capabilities
(Eisenhardt & Martin, 2000).

In this paper, we seek to help managers undertaking
e-business transformation by exploring the role of
dynamic capabilities in this domain. We use the term e-
business transformation to describe an organisation’s
deployment of e-business to modify its strategy signifi-
cantly. In accordance with our focus on the resource
based view, we define strategy in turn as a ‘sustained
pattern of resource allocation’ (Mintzberg, 1978). As will
be discussed, this transformation may be achieved in a
number of linked stages or projects. We identify specific
dynamic capabilities that are necessary for e-business
transformation and identify practices in developing these
capabilities that are both effective and common across
different industries, and might therefore be considered as
‘best practice’.

The theoretical foundations for the concept of dynamic
capabilities are currently being laid out in the strategic
management literature. To date there has been little
application of this concept to the information systems
field in general and to the specific case of e-business, for
which we were able to find only one study (Rindova &
Kotha, 2001). This paper therefore draws heavily on
literature from the strategic management field and
provides a first step in applying this concept to the
dynamic environment of e-business transformation.

This paper commences with a review of the literature
addressing dynamic capabilities. The objectives and
methodology adopted for the study are then described
and the findings of the study are then presented and
discussed. We conclude with a more general discussion of
our findings including suggestions for further research. In
this paper, we do not present a review of the now
considerable literature addressing e-business. Instead the
reader is referred to the recent literature review of this
field by Ngai & Wat (2002), to papers addressing the
underlying characteristics of on-line markets (Rayport &
Sviokla, 1995; Dutta & Segev, 1999; Evans & Wurster,
1999; Shapiro & Varian, 1999), to the comprehensive
papers on internet strategy (Venkatraman, 2000; Porter,
2001; Amit & Zott, 2001) and to the recent exploration of
the contingency factors affecting e-business adoption
(Teo & Pian, 2003).

Dynamic capabilities
Dynamic capabilities have their antecedents in the
resource-based view (RBV) of the firm (Wernerfelt,
1984). This strategic paradigm views firms as collections
of specific physical, human and organisational assets, or

resources. If these assets are valuable, rare, inimitable
(difficult to imitate) and non-substitutable – the so-called
VRIN attributes – they can be used to implement value-
creating strategies that will provide sustainable competi-
tive advantage (Prahalad & Hamel, 1990; Barney, 1991;
Grant, 1996). An extensive discussion of RBV in the
context of other major theoretical bases of strategic
management research, such as those of industrial orga-
nisation economics (Porter, 1979) and transaction cost
economics (Williamson, 1975, 1985) is provided by
Hoskisson et al. (1999). RBV has proved to be a useful
paradigm with which to explore the IS domain (see, e.g.,
Jarvenpaa & Leidner, 1998; Pereira, 1999; Zhang & Lado,
2001). Duhan et al. (2001) and Caldeira & Ward (2003)
find RBV particularly useful in examining IS use in the
context of small- and medium-sized enterprises (SMEs),
while Hedman & Kalling (2003) include firm resources as
a key component of their elucidation of the business
model concept.

Some scholars have questioned whether RBV ade-
quately explains why certain firms have competitive
advantage in situations of rapid and unpredictable
market change, termed high-velocity or dynamic markets
(Teece et al., 1997; Zollo & Winter, 1999; Rindova &
Kotha, 2001). In such markets, the mere existence of
appropriate bundles of specific resources is not sufficient
to sustain competitive advantage. Instead a firm must
constantly reconfigure, gain and dispose of resources to
meet the demands of a shifting market. This has led to
the concept of dynamic capabilities, defined by Eisen-
hardt & Martin (2000, p. 1107) as:

The firm’s processes that use resources – specifically the

processes to integrate, reconfigure, gain and release resources

– to match and even create market change. Dynamic

capabilities are therefore the organisational and strategic

routines by which firms achieve new resource configurations

as markets emerge, collide, split, evolve and die.

They quote as examples product development, allian-
cing, strategic decision-making and knowledge creation.

Considerable interest has recently been shown in this
concept, with studies particularly focusing on their role
in new product development (Petroni, 1998; Deeds et al.,
2000; Majumdar, 2000; King & Tucci, 2002) and interna-
tional expansion (Luo, 2000; Madhok & Osegowitsch,
2000; Griffith & Harvey, 2001). The importance of these
capabilities is demonstrated by the study by Rosenbloom
(2000) in which he finds that the NCR Corporation only
survived the advent of the electronic era in the 1950s due
to their ability to ‘actualise dynamic capabilities’.

Lawson & Samson (2001) apply a dynamic capabilities
approach to the investigation of innovation. While many
authors highlight the differences between an organisa-
tion’s well-established or ‘mainstream’ activities and their
innovative or ‘newstream’ activities (Kanter, 1989), Law-
son & Samson (2001, p 382) stress that ‘managing the
different needs of the mainstream and newstream indepen-
dently is unlikely to be successful in a dynamic and turbulent
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operating environment’. They suggest that in such markets
organisations must develop an innovation capability that
allows these two streams to be closely coupled. They
propose a model that operationalises this capability as
seven elements: vision and strategy; harnessing the
competence base; organisational intelligence; creativity
and idea management; organisational structure and
systems; culture and climate; and the management of
technology.

Teece et al. (1997) suggest that dynamic capabilities are
unique to individual firms, reflecting their individual
idiosyncrasies and their specific path-dependencies.
While acknowledging that the details of dynamic
capabilities are idiosyncratic, Eisenhardt & Martin
(2000) consider that specific dynamic capabilities show
considerable similarities across firms. In particular, they
find that there are similarities associated with the
effective way of undertaking such activities, commonly
termed ‘best practice’. This disagreement raises the need
for further empirical evidence on this point.

Although required in all markets, dynamic capabilities
change in nature in high-velocity markets from their
embodiment in more stable markets (Eisenhardt &
Martin, 2000). In stable markets they are detailed,
analytic and stable processes and resemble the traditional
conception of routines. In contrast, in high-velocity
markets dynamic capabilities become simple, experien-
tial and fragile processes with unpredictable outcomes.
The simplicity of these capabilities means that there is
little structure or routine for managers to rely on.
Prigogine & Stengers (1984) describe such processes as
dissipative, in that they require constant energy to stay in
on-track, and they are constantly in the unstable state of
slipping into either too much or too little structure. As
the rate of change in the market increases, these processes
become particularly difficult to sustain, leading to the
stark warning that in high-velocity markets, ‘the threat to
competitive advantage comes not only from outside the firm,
but insidiously from inside the firm though the collapse of
dynamic capabilities’ (Eisenhardt & Martin, 2000, p 1113).

The study by Rindova & Kotha (2001) represents an as
yet rare application of dynamic capabilities in the context
of e-business. In this study, the authors focus on the cases
of the internet portals/search engines Yahoo! and Excite.
Their study, which explores the changing form of these
firms as a source of competitive advantage, links the
concepts of dynamic capabilities to that of strategic
flexibility (Garud & Kotha, 1994; Sanchez, 1995). In
particular, they find that dynamic capabilities generate
strategic flexibility, a prerequisite for firms competing in
dynamic markets.

Research objectives and study methodology
The objectives of the current study are two-fold. Firstly, to
identify dynamic capabilities, across different industries,
which are necessary for e-business transformation. Sec-
ondly, to identify what practices in developing these
capabilities are both effective and common across

companies, and might therefore be considered as ‘best
practice’.

The study seeks to extend existing theory to a new
domain, effectively generating new theory, suggesting
the use of inductive, qualitative methods (Hussey &
Hussey, 1997; Locke, 2001). Such inductive methods are
frequently operationalised as case studies (Eisenhardt,
1989a; Yin, 1989). Additionally, the RBV is usually linked
to a case study approach due to the ability of such studies
to incorporate a rich picture of the firms studied,
including their unique context and idiosyncrasies (Hos-
kisson et al., 1999). Since we are looking to identify
principles that can be generalised above individual firms,
or even single industries, a multiple firm, cross-industry
case study approach was adopted.

The analytic induction approach to data collection and
analysis was used. Originally proposed by Znaniecki
(1934), analytic induction has refined into perhaps the
best-developed logic for theory development and testing
across multiple case studies (Gill & Johnson, 1991;
Wilson et al., 2002). In brief, the method involves
generating hypotheses or propositions (here, our identi-
fication of dynamic capabilities relevant to e-business
and the approach adopted to operationalising these
capabilities) from the first case study; using the hypoth-
eses generated to inform the collection of data in the
second case; comparing the hypothesis against the data
collected in the second case; if necessary reformulating or
supplementing the hypotheses so as to take account of
the data from this case; and so on through the other
cases.

Translated into the context of this study, the method
can be summarised as follows:

(1) Five cases within the domain of e-business transfor-
mation were selected (listed in Table 1). In addition
to a spread in market sectors, to ensure increased
applicability of the findings of the study, cases were
chosen to provide a spread on a number of dimen-
sions cited as important in e-business studies. The
distinction between consumer and business-to-busi-
ness services is stressed by many authors (see, e.g.,
Kalakota & Whinston, 1997). These authors, and
others (Evans & Wurster, 1999; Porter, 2001) also
discuss the importance of recognising the distinc-
tion between physical products and services, and
those that are largely information based and can
therefore be delivered on-line. In addition, studies of
e-business in the public sector (Phythian Taylor,
2001; Deakins & Dillon, 2002; McIvor et al., 2002)
stress the unique issues facing this domain compared
to those facing the private sector.

(2) All of the business units involved in the study were
based in the U.K., although two of the organisations
were part of larger multinationals.

(3) Semi-structured interviews were held with staff
involved in e-business activities. In all, 13 managers
from the five organisations were interviewed. Inter-
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Table 1 Case studies undertaken

Case study A B C D E

Industry sector Travel Food retailing Utilities Telecoms Local Government

Approx Revenue (2001) d2 billion d2 billion d1.5 billion d250 million NA

E-business project On-line travel portal On-line shopping service E-procurement – MRO and

operating inputs

On-line store for

distributors

Access to services on-line,

for example schools,

highways

Intended e-business

transformation

Portal to become a major

part of business,

spearheading a new multi-

channel approach to

customer relationships

On-line channel to be a

major part of business,

completing a multi-

channel offer that lowers

business risk

E-procurement part of

drive to ‘join up’

organisation,

incorporating also

customer-facing and

internal e-business

As market commoditises,

move to sell more products

via low cost channels such

as on-line

‘Joined-up government’;

Fulfilment of UK central

government targets – 95%

of all public services to be

on-line by 2005

Commentary Follower to high-profile

on-line offers in travel

sector, for example

Lastminute.com. Travel

portal part of a multi-

channel strategy including

agencies, call centres, iTV,

WAP

Early entrant to on-line

grocery shopping in U.K.

market. On-line service to

integrate with physical

stores, for example, brand,

in-store picking, returns

Early user of industry

specific vertical e-

marketplace. Benefits of e-

procurement require end-

to-end integration

between desk top of users

and suppliers’ systems

Bespoke nature of

products means few sales

are made on-line. On-line

store to be one of a

number of complementary

channels for distributors

Many disparate and

complex services provided

(over 800) and limited use

of internet by many

citizens. Vision is for

citizens to be able to

choose how and when

they wish to access services

Relative turbulence of

underlying market

Medium – significant

world and national events

have caused severe shocks.

Airlines have developed

low-cost services

encouraging consumers to

buy ‘separates’ rather than

package holidays

Low – although margins

are under pressure the UK

market continues to be

dominated by a stable set

of large players

Low – although

privatisation and

liberalisation of the utilities

market across Europe is

causing major change to

the industry, this has

happened over a period of

years and has been fully

anticipated

High – the telecoms

market, like other sectors

of the electronics industry

has been impacted by

rapid technology change

(e.g. move from analogue

networks to voice over IP)

and economic trends

Low to medium – UK

Central Government’s

agenda for the

modernisation of public

services has caused

considerable change to

local government

Market turbulence due to

e-business

High – travel was identified

as a market highly suitable

for internet selling,

resulting in a range of new

entrants (Travelocity,

Priceline.com etc), which

increased pressure on

pricing models in the travel

industry

High – most of the UK

supermarkets have

developed on-line services.

Currently, they are

exploring effective and

profitable fulfilment

models. While many

services are still

unprofitable market has

potential for significant

change

Low – limited pace of

change in underlying

market and reliance on

physical assets limits

impact of e-business

primarily to improving

efficiency of current

operations

High – internet has had

significant impact on the

products in this sector and

how they are sold and

priced (free internet

access, bundled pricing,

single fee un-metered

access)

Medium – significant

pressure from Central

Government is moderated

by the fact that many

services are face to face

(care of the elderly, road

repairs, schools).

E-business offers

improvements in efficiency

of existing services
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views lasted between 1 and 3 h and were tape-
recorded and transcribed.

(4) Managers were asked to describe their organisation’s
e-business plans (intended e-business transforma-
tion), current e-business projects, capabilities they
believed were important in achieving e-business
transformation and specific instances of successful
practice in e-business development.

(5) Having completed the first case study, the transcript
was analysed and data supporting particular exam-
ples of dynamic capabilities and of effective practice
were identified. If necessary the initial interview
guide can be refined at this point; however, in the
case of this study such refinement did not appear
necessary.

(6) A second case study was undertaken and the
transcript was analysed. Data supporting the dy-
namic capabilities and effective practices identified
in the first case were noted. Where necessary these
capabilities and practices were amended to take
account of the data from the second case, or
additional capabilities and practices were added.
Again, the opportunity for refinement of the inter-
view guide was allowed for.

(7) Step 5 was repeated for each subsequent case. If a
change was made to the capabilities or practices
identified, it was ensured that such changes were
consistent with all previous data, as well as the case
under consideration.

All of the five organisations represent pre-existing off-
line businesses that wish to achieve significant change
through the adoption of e-business, rather than e-
business start-ups. We believe that the majority of
managers currently addressing e-business are operating
within such traditional businesses and hence our findings
would have the widest applicability and interest. How-
ever, as many of the surviving e-business pure-play
businesses mature they are facing many of the challenges
of the more traditional businesses, including in many
cases the need to switch to a multi-channel strategy, and
hence the findings of this study will have increasing
relevance for these companies.

Our study is interested in the ability of firms to develop
dynamic capabilities that will allow them sustained
success in the dynamic environment of e-business. We
are therefore interested in studying on-going sequences
of e-business developments that collectively amount to a
significant modification to business strategy, which we
term e-business transformation. However, as is discussed
in our findings, many firms are approaching e-business
transformation in a series of linked stages comprising
individual projects. We therefore collected data at
both an individual project level and that of the intended
e-business transformation. Collection at the individual
project level allowed managers to give specific examples
of activities that they knew well (hence aiding internal
validity), while data collection at the transformational

level allowed findings to be checked across different
projects (hence assisting with external validity).

The underlying or off-line markets in which the five
organisations operate display different degrees of dyna-
mism (D’Aveni, 1994; Pisano, 1994), as shown in Table 1.
The introduction of e-business had tended to increase the
level of dynamism or velocity in the markets studied,
providing the catalyst for significant industry change
which had not yet stabilised.

Findings
The first objective of the current study was to identify
dynamic capabilities, across different industries, which
are necessary for e-business transformation. All of the
organisations studied leveraged a bundle of resources that
were to a greater or lesser extent consistent with the VRIN
attributes necessary for the development and sustenance
of value-creating strategies. However, these static
resources were not enough to allow these companies to
launch into e-business. All of the companies described
how they had to reconfigure these existing resources
or gain additional resources in order to develop successful
e-business services. It would therefore seem that
e-business transformation is dependent on the use or
development of appropriate dynamic capabilities.

Table 2 shows the specific dynamic capabilities that
were identified in the case studies and how frequently
these were observed across the five cases. Eight distinct
capabilities were identified. Five of these, which are listed
first in Table 2, appear to be associated with innovation in
order to meet the specific characteristics of the e-business
environment and are consistent with the model of
innovation capability proposed by Lawson & Samson
(2001). Innovative capabilities are required by an organi-
sation in the development of any new product or service,
but the innovative capabilities we studied seem to show
variations due to the novel characteristics of the e-
business environment. Each capability will be discussed
in turn.

A rapid strategy/implementation cycle. Fast moving mar-
kets have been shown to require correspondingly rapid
strategic decision making by managers (Eisenhardt,
1989b; Judge & Miller, 1991). Interviewees described
how the rapid changes occurring in their markets due to
e-business required them to develop the capability to
develop and implement strategies much more quickly
than they had been previously required to. Senior
managers in the travel company of Case A described
how they were asked to develop an on-line consumer
strategy in just 3 weeks before they were required to
present it to their Board. Although much of this haste
originated in the pre-2000 dot.com boom, those inter-
viewed stressed that shorter strategy development times
have remained a consistent feature of e-business.

Developing a business case incorporating substantial
changes to the business model with uncertain information.
However, the effectiveness and the robustness of the
resulting strategies are clearly as important as their
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Table 2 E-business transformation dynamic capabilities

Dynamic capabilities Capability

observeda

Example from cases Relationship with

dynamic

capabilities

definition –

Eisenhardt &

Martin (2000, p

1107)

Nature of dynamic

capability – Lawson

& Samson (2001)

A rapid cycle of strategy

development and

implementation

A, C, E Strategy development needed to

be and was much quicker. You

were told ‘we need to develop a

consumer strategy – and

present it to the management

board – you’ve got three weeks

to do it (Case A)

Speed of resource

adoption and

reconfiguration

Innovative (vision

and strategy)

The skill to develop and

critically evaluate

business cases

incorporating

substantial alterations

to the business model

with uncertain

information

A, B, C, D In developing e-business, we

now have to fight for funds

against other projects based on

our business case. In the past it

used to be a case of e-business

shouting at everybody else

whether they wanted to hear or

not. (Case A)

Effectiveness of

resource

reconfiguration

Innovative

(harnessing the

competence base/

directing resources)

The ability to build

commitment to a

strategic change both

within the organisation

and with other

stakeholders

A, C, D, E The idea is that the marketplace

will enable close working

relationships. Suppliers think

that they will be hammered on

price, but we are not taking that

approach. The main focus for us

is to actually work closely with

our key suppliers to build tighter

relationships. In that way both

of us will actually get benefits.

(Case C)

Involvement/

commitment to

resource

reconfiguration

Innovative (culture

and climate)

Iterative development

of customer value

propositions melding

planned and

experiential approaches

A, B, E Initially we had a ‘build it and

they will come’ approach but

our initial offer did not meet the

needs of the on-line market.

Shoppers want to avoid the need

to visit a supermarket – so our

limited ‘top-up’ offer on-line was

a flawed proposition. (Case B)

Reconfiguration of

resources to

match market

requirements

Innovative

(organisational

intelligence)

Ability to reconfigure

the sales/service

process to exploit new

channel capabilities

A, E In the off-line world, the travel

industry is sometimes liable to

develop sales processes that

almost entrap people into

buying a product that you want

to sell to them. We didn’t want

to do that on the web – and we

didn’t feel that internet

customers would put up with it

anyway. (Case A)

Reconfiguration of

resources

(distribution

channels)

Innovative

(creativity and idea

management)

Ability to integrate new

and existing IT systems

without stifling

innovation

B, C Our data warehouse was

designed for stores – they don’t

know about individual

customers as we don’t have a

loyalty card. We [the on-line

division] know about individual

customers and we are having to

bolt that on. (Case B)

Integration of

resources

(information

systems)

Integrative
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timeliness. As the management team in the travel
company had been boosted specifically to provide the
necessary skills, the resulting strategy has proved surpris-
ingly robust in its fundamentals, albeit requiring further
rapid strategy/action loops at a detailed level. The
additional collective skillset required in this and other
cases can be characterised as the ability to propose a
modification to business model and evaluate the finan-
cial case for that model in an uncertain, rapidly changing
market, where there is limited data or prior experience to
draw on.

Although business planning theory has long dealt
with such issues, this contrasts sharply with much of
traditional strategic planning in practice (Johnson &
Scholes, 1999), in which, firstly, the business model
is generally taken for granted within the company
and, indeed, the industry. Most marketing planning
methods, for example, start with a map of the industry
structure, a positioning of the organisation within
that structure, and an analysis of its strengths and
weaknesses as compared with its competitors (McDonald,
1999). Consideration of potential transformations
to industry structure such as disintermediation or
reintermediation, if considered at all, are regarded as
‘out-of-the-box thinking’ that is high risk and essentially
an intuitive bet. By contrast, in several cases, these
transformations were evaluated as an automatic,
systematised part of the planning process. This required
a higher emphasis on transformative techniques such
as Porter’s 5-forces analysis (Porter, 2001), coupled
with new techniques such as e-commerce portfolio
analysis (Tjan, 2001) and the opportunistic approach to

strategy formulation suggested by Hackney & Little
(1999). As one manager put it:

Despite the difficulties, we don’t see why we should bet

shareholders’ money without applying our minds as well as

our gut. Would you want an airline pilot to say, ‘We’re not

going to do any preflight checks today – I feel everything is

OK, let’s just see what happens’?

Secondly, strategy tools need to take account of
uncertainty (Gottschalk, 1999). This can require use of
those investment appraisal techniques that allow for risk
(Dempsey et al., 1998). In the case of the telecoms
manufacturer of case D, the justification for the on-line
store for distributors was based on a cost/benefit analysis,
despite the lack of previous experience from which to
derive the necessary underlying figures. The sale of
networking systems via distributors to small businesses
was increasingly becoming a commodity business, where
transaction volumes were high and margins were low. It
was therefore important to be able to take and service
these orders as cost effectively as possible, and on-line
sales offered that opportunity. The organisation esti-
mated that if 10% of current orders less than d5000 were
transferred to the web, then the system would make
considerable savings in order processing staff costs within
a year. Even taking into account the risk inherent in these
estimates, it was rational for the board to proceed.

Building internal and external commitment to a strategic
change. E-business transformations tend to be multi-
functional and indeed multi-organisational across the
supply chain, hence necessitating the capability to build
the commitment of internal and external stakeholders

Table 2 (continued)

Dynamic capabilities Capability

observeda

Example from cases Relationship with

dynamic

capabilities

definition –

Eisenhardt &

Martin (2000, p

1107)

Nature of dynamic

capability – Lawson

& Samson (2001)

Tautly coupled

e-business and

corporate strategy

formulation

B, C, E One of our existing key themes

is ‘how can we make things

better for the public that we

serve?’ The on-line service is

part of this, together with the

call centre and the drop-in

service. (Case E)

Integration of

resource adoption

and

reconfiguration

strategies

Integrative

Ability to integrate new

and existing channels

to offer multi-channel

service

B, C, E Store managers don’t mind the

on-line service as it ties in with

their incentives. Apart from

goods sold from the few

dedicated picking centres, goods

are picked in-store – so it

increases the goods going

through the store. (Case B)

Integration of

resources

(distribution

channels)

Integrative

aCases listed are where explicit data on the capability was found in the interview transcripts.
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such as suppliers to strategic changes (Johnston & Gregor,
2000). A counter-example occurred in the food retailer’s
on-line division (case B), when some crucial cooperation
from the high-street channel was not forthcoming due to
a lack of foresight as to the motivations of the relevant
staff.

A common technique for enhancing this capability was
to engage in benefits analysis techniques as part of the
planning process, which identify benefits to stakeholder
groups and analyse how best to communicate with them.
In the utility of case C, managers described how their e-
procurement initiatives were based upon an incremental
approach driven by benefits identification:

We agreed that e-procurement is an important part of our

strategy but we couldn’t justify a big bang approach to it. So

we developed an incremental view, implementing projects as

and when they would deliver the necessary benefits to those

within and outside the business.

A specific benefits analysis technique used within two
cases (A and C), the Benefits Dependency Network (Ward
& Peppard, 2002), while not specifically developed for e-
business, was reported as particularly well suited to such
multiple-stakeholder scenarios.

Iterative development of the value proposition melding
planning and experience. Any new service will require a
definition of the customer value proposition (Van der
Heijden et al., 2003). However, the managers interviewed
described the highly challenging nature of this in the on-
line world. In many markets, relatively few customers as
yet use on-line channels, and their experience is not yet
sufficient for them to be able to articulate what value
offering would be optimal, although when they find a
service disappointing they will abandon it very quickly
(Reichheld & Schefter, 2000; Agrawal et al., 2001).
Additionally, it has been found that the effectiveness of
on-line product presentation will vary with consumer
personality types (Jahng et al., 2002). Companies must
therefore develop the capability of creating new services
that customers will value without the market research
that they might traditionally rely on. How can they do
this without resorting to guesswork? A key seems to be a
more experiential approach (Eisenhardt & Tabrizi, 1995),
which involves hypothesising a value proposition and
then trialing it rapidly in the marketplace and using
feedback from customer interactions to validate and tune
the proposition. In the case of the local authority of Case
E, although the on-line services were quickly made
available publicly through its web site, in the first
instance they were deliberately promoted very little,
allowing the authority to test and refine the services with
a modest amount of users before they were taken up more
widely.

Such experience can complement and refine tradi-
tional strategic thinking. In the travel company (case A),
this included a perceptual map plotting early players in
the on-line space against two dimensions: whether the
service offered basic transactions or added value services;

and whether the product set was limited or broad. Taking
into account the organisation’s brand and competences,
a high-value/broad product positioning was defined
which differentiated the value proposition from its
competitors, a differentiation which proved sustainable
over a substantial period. The vision was to be a ‘one-stop
shop’ for travel on-line, and – radically for a company
which thought of itself as a holiday ‘manufacturer’ –
would include offering competitors’ packages alongside
their own if this was in the customers’ interests:

The starting point was how we could look to position

ourselves as the travel authority. So, if people are thinking

about travel on-line, we wanted them to think about us. We

wanted to offer a broad range of products, from Butlins

through to Lama trekking in Peru, backed up by a range of

added value content.

This mix of planning and experience shares much with
launching a new-to-the-world product, and one appro-
priately flexible planning tool inspired by product
strategy but recently adapted to the needs of channel
strategy is Kim & Mauborgne’s (1999) value curve.

The ability to reconfigure the sales/service process.
E-business aids certain redefinitions of customer commu-
nications, such as enabling a two-way dialogue in place of
previous broadcast communications (Kenny & Marshall,
2000). This requires of firms the capability to redesign
sales processes to exploit fully this opportunity. Butler &
Peppard (1998) suggest, for example, that a re-designed
sales process should include the ability for the customer
to initiate the dialogue with the firm, rather than
assuming the contact will begin the other way around
with advertising, direct mail and other prospecting
activities. Having defined their customer proposition,
the travel company’s on-line management team realised
that they would need to change their selling processes:

We felt strongly that on-line you need to be transparent in

terms of your sales strategy and give as much power to the

customer as possible. In the offline world, the travel industry

is sometimes liable to develop sales processes almost to entrap

people into buying a product that you want to sell them. We

didn’t want to do that on the Web – and we didn’t feel that

Internet customers would put up with it, anyway.

This switch turned out to be decidedly non-trivial: it
seems that the sales process can be deeply embedded
within organisational structure, reward systems and
processes, so the capability to reconfigure it is not simply
a matter of drawing a new chart.

Integration with existing systems without stifling innova-
tion. By contrast with these innovation-related capabil-
ities, the last three capabilities listed in Table 2 are
associated with integrating e-business into the existing
activities of the organisation. Firstly, as is the case in
other IT-enabled domains, e-business initiatives require
integration with existing systems (Oorni, 2003; Venkatra-
man, 1994). However, in the case of e-business the level
of business transformation often requires that such
integration is with a wider range of systems and that
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data are shared in real-time, allowing true e-enterprises to
make ‘decisions by wire’ (Earl, 2000). E-business also
frequently requires the ability to integrate systems with
business partners (Poon & Swatman, 1999). The utility’s
procurement systems were integrated with those of its
suppliers, allowing the organisations to share data on
stock holdings:

Rather than sending an order to a supplier for a certain

amount of goods then to find out that they haven’t got those

goods in stock, with a fully integrated end to end system, you

can see that that supplier’s out of stock. You can also see which

other suppliers have got stock and so order from them.

Perhaps counter-intuitively, systems integration does
not necessarily seem in tension with the need for swift
innovation. The local authority, for example, had an
integrated architecture from an early stage; far from
holding back innovation, this seemed to provide a solid
platform on which innovations at the process level could
be readily made. Some organisations, though, have
preferred to spearhead innovation with systems that are
‘stand-alone’, leaving integration to a next-generation
system. Although those in our sample such as the travel
company who adopted this approach subsequently re-
gretted it, further study is needed to check whether a
deliberately impure, fragmented architecture can on occa-
sion assist innovation in the early stages of a new channel.

Integration across channels to enable multi-channel service.
E-business adds some subtleties to other necessary
integration capabilities, particularly with regard to chan-
nel and strategy integration. Integration of multiple
distribution channels is proving an important aspect of
e-business (Daniel et al., 2001). Most companies now
recognise the importance of leaving the customer in
control of channel choice and timing, and customers
generally expect that they will receive consistent infor-
mation and levels of service across all distribution
channels. This channel integration is often considered
as an issue for those firms operating both physical
channels, such as stores and branches, and on-line
services, termed ‘clicks and mortar’ or ‘bricks and clicks’
(Gulati & Garino, 2001). And indeed, for the local
government case for example, an important success
criterion was integration between physical facilities such
as drop-in centres at council offices and the remote
facilities of the web site. However, even operations that
would be considered e-business pure-plays, such as the
on-line banks (e.g. Wingspan in the U.S. and Egg in the
U.K.), commonly also operate call centre operations as an
adjunct to the on-line operation. Tight integration
between such channels is equally important to these
firms. So it proved for the food retailer of case B, where
the home shopping customer expected to be able to
telephone about an Internet order, or to enquire on-line
about a telephone order.

The nature of the required integration across channels
did, though, show some idiosyncrasies across the cases.
While the telecoms company, for example, perceived the

necessity for an integrated service across all channels,
others found that the need for integration varied between
customer segments and product offers. The food retailer
found little demand for integration at the customer
interface between high-street and home-shopping chan-
nels, although back-office process integration was vital to
achieve efficiencies and deliver competent services. The
travel company found that different customer groups
required different combinations of channels, which they
expected to work seamlessly, but that some product offers
with a strong price proposition could happily be put
purely through the lower-cost on-line channel.

It seems that price-based offers have a higher require-
ment on process integration – through the supply chain
as well as within the firm – whereas differentiation-based
offers have a higher premium on integration across
channels in the customer experience. It also seems
that the universal prescription of ‘bricks and clicks’
channel integration is as misleading as the previous
championing of pure-play strategy. The more correct
synthesis would seem to be that channels need to be
integrated insofar as this is necessary to deliver the value
proposition for given segments. Further research is
needed to check these observations across a wider range
of channel strategies; but as a minimum, it is clear that a
dynamic capability of channel integration is at least
commonly required, although perhaps subject to idio-
syncratic details.

Tautly coupled corporate strategy and e-business strategy
formulation. Integration at the level of business strategy
forms another difference from much information systems
research. Partly, this seems simply an issue of aligning
e-business with the corporate strategy. The food retailer
found in its early e-commerce offering, for example, that
it was in danger of confusing the market with different
brand values on-line from off-line, so some strategic
thought was required as to whether brand perceptions
should be evolved across all channels, or whether to sub-
brand the on-line offering. However, in more transfor-
mative applications of e-commerce, it is not sufficient to
derive e-business strategy from overall strategy: rather, a
tauter integration is required. The utility operates a
formal feedback loop in its planning from e-business
strategy to corporate strategy, to ensure that opportu-
nities for transformation are captured. For the local
government authority, the multi-channel proposition is
a key part of its formal strategy. This point adds depth to
the King & Teo (1997) survey finding that information
systems planning is most successful when it and business
planning are ‘indistinguishable’, occurring ‘simulta-
neously and interactively’.

Our second objective was to identify what practices in
developing these capabilities are both effective and
common across companies, and might therefore be
considered as ‘best practice’. Table 3 identifies the
approaches or practices adopted by the case study firms
in developing the identified capabilities and their
frequency of occurrence across the case studies. It can
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be seen that certain approaches were common across a
number of the companies studied. The frequency of
occurrence of these practices and the positive reflections
on them given by the interviewees, suggest that these can
start to form a ‘best practice’ approach to e-business
transformation.

Eisenhardt & Martin (2000) assert that in high-velocity
markets, dynamic capabilities become highly experien-
tial. In contrast, in more stable markets these same
capabilities are characterised by processes that are highly
analytical. Our findings provide further empirical evi-
dence for this. As we have already discussed with respect
to strategy formation, the e-business activities we studied
were characterised by a staged or incremental approach,
where companies were ‘learning by doing’ (Pisano, 1994),
rather than analysing a situation and then acting upon
the data that they had collected (‘learning before doing’).
In all cases except that of the travel company, the
organisations had divided their e-business transforma-
tion down into a series of sequential phases or projects,
the outcomes of which would be used to determine
future projects. The telecoms company described how,
due to the rapid changes in their marketplace caused
both by e-business and the changing technology of their
products, they wished to ‘revisit their strategy regularly’.
This they intended to achieve by undertaking their e-
business developments as a series of linked projects, at

the end of which they could review their progress and the
state of their market.

All of the organisations created multi-functional teams
in order to address their e-business developments,
consistent with the observation by Eisenhardt & Martin
(2000) that in high-velocity markets, dynamic capabil-
ities rely on cross-functional relationships. These cross-
functional teams, with representatives from operating
groups, support functions and information technology,
ensured that a rapid cycling between a knowledge of the
business and a knowledge of what e-business technology
could offer could be achieved by rich interaction between
members of the team.

The need for functional balance in such teams was
shown by the travel company, which admitted that its
initial team was light on technical input. The result was a
marketing strategy that stood the test of time, but
technological infrastructure decisions that had to be
expensively undone. Presumably, an opposite mistake is
also possible, if e-business is put under the charge of an
isolated IT department, but this mistake was not observed
in our cases: where e-business strategy was formally
controlled within the IT department, as in the utility,
great care was taken to create an overarching cross-
functional committee to provide balance.

Whether the management team should form a board
for a separate or semi-autonomous business unit, or a

Table 3 Factors influencing development of dynamic capabilities

Approaches to dynamic capabilities Capability observeda Examples from cases

Learning-by-doing in balance with

learning-before-doing appropriate to

market velocity

B, C, D, E We want to revisit our strategy regularly. We want to break it

down into projects or phases – like with the 3100 project – then

we will see at the end of it where we are and where the market is.

(Case D)

Creating cross-functional e-business

teams

A, B, C, D, E We work in mixed teams – some IT and some business. If you

want to carry on selling the products you currently make to the

same customers then you have to pull people out of the business

– they will know what the business challenges are that should be

addressed. (Case D)

Managing outsourcing to maintain

control and strategic flexibility while

enhancing innovation

A, E We have built skills transfer into the outsourcing arrangement.

Apart from the people, we own everything that operates the call

centre. If we had to we could take it in house or give it to

someone else. We have done this particularly well. (Case E)

Developing a flexible architecture A, B, D, E You have to plan, but have to plan to be flexible. You have to

make sure that anything you do isn’t going to be a roadblock to

change because it is a turbulent market and you need to react

quickly. (Case D)

Developing new competencies across

a wide range of staff, including broad

input to strategy formulation

C, D, E We wanted to increase the familiarity with PCs and the internet

right across the organisation – the difference in the training for

someone who uses a PC at home and someone who doesn’t is

incredible. So, we introduced a PC leasing scheme for hard-

headed business reasons. (Case C)

aCases listed are where explicit data on the capability was found in the interview transcripts.
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‘dotted-line’ team within a traditional structure based on
functions, product groups, markets or channels, seems to
depend on the nature of the multi-channel integration
required by the value proposition. The food retailer found
that its home shopping business unit, integrated across
the catalogue and Internet channels but managed
separately from the store business unit, was probably
about right, although inevitably it was subject to the
disadvantage of making process integration harder. By
contrast, because most of the travel company’s proposi-
tions needed to cross boundaries of channels, it found
that its initial semi-autonomous ‘dot-com’ division
needed to be integrated back into the main business.
This point adds a market focus to the various advantages
and disadvantages of separation discussed by Gulati &
Garino (2000) and Venkatraman (2000).

For companies that do not have the requisite technol-
ogy and skills in-house, outsourcing provides an oppor-
tunity to access the best possible architecture and systems
quickly without large investments (Nee, 1999; Fantasia,
2000). However, the reliance on outsourcing, which is
particularly common in the e-business domain due to the
rapid change in technology (Kakabadse et al., 2000),
requires companies to develop skills in managing it. The
local government organisation of Case E recognised this
and took particular steps to ensure that they did not
become ‘locked-in’ to the services of an outsourcing
provider.

Sanchez (1995) emphasises that strategic flexibility
relies on flexible technologies. In our study, the develop-
ment of a flexible technology architecture or platform
and outsourcing were also linked to the step-wise,
experiential approach to e-business. It was recognised
by our respondents that, although the next stages of their
e-business developments were not yet certain, it was
important that their IT infrastructure and systems should
allow them to develop in a number of possible directions
and not act as a barrier to further development. Ideally,
the IT architecture and systems should provide a platform
that would support future new channels such as a move
to interactive television or WAP services. As we touched
on earlier, it seems that a tautly controlled, centrally
designed IT architecture can actually increase the flex-
ibility of the processes that run above it – a point
consistent with Wilson et al’s. (2002) findings in a study
of CRM systems. We have noted that the travel compa-
ny’s on-line management commenced on-line operations
with a rigid architecture that prevented them from being
responsive to customers and limited future development
opportunities. They have now recognised the need for
greater technical flexibility and are consequently devel-
oping a new system, one which will also reduce their
reliance on outsourcing:

The new architecture will give us control in-house so we can

react to news that’s going on there and then. We can do live

edits on the website, we can control our own banners and we

can control the customer journey by serving up dynamic

templates that can be controlled by a manager sitting in this

building.

Finally, e-business developments often impact a large
number of staff throughout the organisation. For exam-
ple, the utility developing an e-procurement solution
intended that the service should be used by a wide range
of operational staff in their production plants, and not
just a limited number of procurement specialists based at
head office. This wide impact requires that relevant
competencies are developed in a large number of staff.
These competencies do not just relate to operational
procedures. According to Eisenhardt & Martin (2000,
p. 1112), an additional challenge of high-velocity
markets is that extant knowledge from experts cannot
be relied upon and ‘new knowledge from those involved
in the process and the external market’ must be obtained.
Consistent with this, the utility described successful
initiatives to encourage staff to contribute ideas to e-
business strategy formulation, based on their specific
knowledge of the business processes or the needs of the
stakeholders with whom they deal.

Discussion
The purposes of this study were to identify dynamic
capabilities present across different industries that are
necessary for e-business transformation, and to identify
practices in developing these capabilities that are both
effective and common across companies, and might
therefore be considered as ‘best practice’.

Dynamic capabilities are not of value to organisations
per se, rather it is their contribution to sustained
competitive advantage that is of interest. The RBV of
the firm is predicated on two underlying assertions: that
resources and capabilities possessed by firms differ
(resource and capability heterogeneity) and that these
differences may be long lasting (resource and capability
immobility) (Wernerfelt, 1984; Barney, 1991; Mata et al.,
1995). If a firm possesses a resource or capability that is
not possessed by competing firms (heterogeneity), this
can provide at least a temporary competitive advantage.
If the second condition of immobility is met, so that
firms without the resource or capability face a cost or
time disadvantage in developing or acquiring it, then
sustainable competitive advantage is possible (Mata et al.,
1995).

Three broad reasons why resources and capabilities are
likely to be immobile and hence provide sustained
competitive advantage have been suggested: history,
causal ambiguity and social complexity (Barney, 1991;
Mata et al., 1995). History can play a role in preventing
competitors from copying or purchasing the resources
and capabilities of a firm, since many such attributes
have been developed over a considerable period of time
and cannot be recreated quickly. Causal ambiguity arises
when it is not clear what the precise cause of the
sustained competitive advantage is, and hence what
should be copied by competitors. This ambiguity may
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arise because the competitive advantage is based upon
tacit attributes of the firm (Reed & DeFillippi, 1990) or it
is composed of ‘a large number of small decisions and
actions, rather than a few large [imitable] ones’ (Mata et al.,
1995, p 493). Resources or capabilities that rely on the
combined view or action of many individuals, such as
company culture or its reputation among suppliers and
customers, are termed socially complex and are also
difficult to copy or acquire.

The dynamic capabilities identified in this study, which
are listed in Table 2, are likely to be constituted, managed
and executed in different ways in different organisations,
that is they can be expected to fulfil the condition of
heterogeneity and hence can offer at least temporary
competitive advantage. Furthermore, the capabilities
identified also appear to possess elements of social
complexity, causal ambiguity and extended development
(history). For example, rapid strategy development and
implementation for e-business transformation suggests
that competent strategy development capabilities already
exist within the firm. This process is typically charac-
terised by a multitude of small decisions and actions,
both explicit and tacit, taken throughout the organisa-
tion and dependent on earlier strategies and actions
(Bailey & Johnson, 1996; Johnson & Scholes, 1999). The
dynamic capabilities identified would therefore appear to
be to some extent immobile and hence provide an
opportunity for sustained competitive advantage.

Owing to the paucity of previous studies of dynamic
capabilities in the e-business domain, the study adopted
an inductive approach. We have identified various
respects in which the resulting innovation capabilities,
although corresponding broadly to factors identified by
Lawson & Samson (2001), have specific characteristics
that are important in the e-business sphere. Significantly,
though, we have also found that integrative capabilities
are critical to e-business transformation. Organisations
must not only be able to find how to do things in new
ways, but they must bring those ways into their standard
way of operating, if their organisation is going to achieve
real transformation. This appears to create a tension,
which was recognised by a number of the managers
interviewed, for example:

We have to produce standard products – the regulator requires

that from us – but there is a lot of [e-business] innovation in

the company, so we have these two opposing forces,

standardisation and innovation. (Case C)

In some cases, this tension is managed temporally, a
period of concentration on innovation being followed by
a period of consolidation and integration. However, as we
have also observed respects in which integration can
actually provide a platform supportive of innovation, the
ideal resolution seems to be more complex than this
pendulum approach. Models of innovation in other
spheres (Kanter, 1989) have suggested that the ‘main-
stream’ activities of an organisation and the ‘newstream’
associated with innovation can be loosely coupled. We
would expect from dynamic capability theory that this
tension between innovation and integration would
increase with increasing market dynamism or velocity.

Dynamic capability theory also provides at least a hint
of how this tension might be managed. In high-velocity
markets dynamic capabilities become simple, experien-
tial and iterative (Eisenhardt & Martin, 2000). This was
found to be the case in the companies studied here, as
shown by the findings in Table 3. The companies
approached e-business by setting an overall, clear and
simple vision for their intended transformation. This was
then broken down into a series of smaller projects, to
which the companies applied a ‘learning by doing’
approach. Subsequent stages of development, rather than
follow a pre-determined linear sequence, would itera-
tively depend upon the outcomes and learning produced
from earlier projects.

Our findings therefore suggest that a contingent
approach to e-business transformation is required, in
which the formality of procedures is delicately balanced
to the extent of turbulence in the market environment and
the degree of innovation that this requires of the organisa-
tion. Our observations from the case studies of how the
activities critical to e-business transformation vary depend-
ing on market turbulence are summarised in Table 4.

Table 4 also summarises how managers might oper-
ationalise the findings of this study. In markets made
increasingly turbulent by e-business, managers must
move from the mode of operation described in the
middle column to that described by the right-hand
column. Rather than highly formal and analytical
approaches that typify IS strategy development in tradi-
tional markets (Ward & Peppard, 2002), in turbulent
markets managers must set a clear vision and allow e-
business strategy to develop in a more emergent way. The
ability for e-business to alter the strategy of the organisa-
tion, perhaps radically, must also be recognised. Rather

Table 4 Variations in e-business dynamic capabilities by market turbulence

Less turbulent markets More turbulent markets

E-business strategy Planned, analytic Light procedures but clear vision

Relationship with corporate strategy E-strategy enables corporate strategy

(through feedback loop)

Taut coupling to maximise transformative

opportunities

Emphasis in capabilities Linear execution Iterative execution (prototyping/trialling)

Emphasis in market sensing Market research/attitudinal customer

service surveys

Live behavioural/operational data

E-business management structure Dotted-line team Dedicated team, but plan to rein in later
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than IS strategy being derived from business strategy
(Ward & Peppard, 2002), in such markets there should be
an opportunity for e-business to form an ‘input’ to the
business strategy development process, such that the two
form a tightly coupled system. E-business developments
should be undertaken iteratively, with an emphasis on
rapid prototyping and trailing. Such trials could well be
undertaken by dedicated teams, but on proof of the
validity of the idea, the development should be incorpo-
rated into the ‘mainstream’ of the business. This may
require incorporating the development team in the
mainstream business, or passing the idea onto existing
business and IT staff to rework into a system and service
that is no longer developmental but robust enough for
continued operations. Such trialing and rapid handover
can provide a balance between the need for innovative
and integrative capabilities identified in this study.

Conclusions
This study has identified eight distinct dynamic capabil-
ities associated with e-business transformation. These
capabilities fall into two groups. One group is associated
with the need for innovation due to the characteristics
of the e-business environment, while the second
group relates to the need to incorporate or integrate
e-business in the existing operations of the business.
These latter capabilities may have been particularly
emphasised in our sample because the companies studied
were ‘bricks and clicks’, that is they were off-line
businesses that were undergoing transformation due to
e-business adoption.

An important finding of the study is that e-business
presents organisations with a tension between two
distinct groups of dynamic capabilities that must be
balanced. On the one hand, organisations need to
develop innovative services that change the way the
company operates and how it interacts with its stake-
holders, and on the other hand, they need to keep the
organisation operating as a single, coherent entity so as
to maximise synergies and deliver consistent service.

Our identification of competing dynamic capabilities
also gives weight to the warning that in dynamic markets,
the threat to the survival of firms may come less from the
external marketplace than from tension within the firm
(Eisenhardt & Martin, 2000). However, if harnessed,
Pascale (1990) states that such tension, or constructive
contention as he terms it, can offer firms the opportunity
to generate variety within their organisation by recognis-

ing multiple points of view and approaches, rather than a
single option. Drawing from the field of cybernetics, he
suggests that organisations that can foster internal variety
are better able to withstand external variety and can
therefore withstand changes in their marketplace.

The concept of dynamic capabilities has aroused
considerable interest in the strategic management field
and appears to provide pragmatic and valuable lessons for
practitioners. To our knowledge, this paper represents
one of just two studies that apply this concept to the e-
business domain. Clearly, other studies of e-business have
addressed related issues (e.g. Dutta, 2000; Earl, 2000;
Kumar et al., 2000; Kanter, 2001; Teo & Pian, 2003), but
we believe the language and insights of the dynamic
capabilities literature add a valuable discipline which can
help both internal rigour and cross-study comparisons.

Limitations of current study and future
research directions
While offering a rich understanding of a few individual
organisations, case study research is often thought to lack
the wide applicability and ‘general truth’ associated with
random statistical sampling and large-scale observations
(Hussey & Hussey, 1997). Our study is positioned as an
exploratory one seeking to extend the theory of dynamic
capabilities to the domain of e-business. We would
therefore welcome further studies to refine and extend
our findings. Being preliminary in nature, this study
cannot be exhaustive and further studies should endea-
vour to uncover additional dynamic capabilities impor-
tant in e-business transformation and the best practices
in developing such capabilities. In particular, our in-
ductive study identified five of the seven innovation
elements cited by Lawson & Samson (2001). Further
studies, particularly of those in other markets and
perhaps more deductively led, may identify capabilities
related to the other elements that they propose, and will
enable the differences we have discussed according to
market turbulence to be further explored.

A comparison within such further studies of these e-
business dynamic capabilities with those uncovered in
other areas of innovation (e.g. Brown & Eisenhardt, 1998;
Petroni, 1998; Majumdar, 2000; Luo, 2000; Griffith &
Harvey, 2001; King & Tucci, 2002) would illuminate the
capabilities specific to the domain of e-business transfor-
mation and would provide further understanding of this
challenging domain.
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