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ABSTRACT

It isthe competition principleto “Select the superior and eliminate the
inferior, the survival of the fittest”. The firm is the knowledge system
and the capabilities system, the knowledge isthe capabilities of nature.
Based on the knowledge, the dynamic capabilitiesinclude knowledge
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absorptive capabilities, knowledge creation capabilities and knowledge
integration capabilities. In accordance with the requirements of the
firm, three elements of the dynamic capabilities don’t operate
automatically. The driving forces are required, it is a complete
mechanism for the evolution of dynamic capabilities, including
response mechanism, matching mechanism, learning mechanism,

incentive mechanism.

INTRODUCTION

Thesurviva and development isthe fundamental
problem of afirm. The coreissueof firm’ssurvival and
devel opment iscorporate performance, and competi-
tiveadvantageisthe core of the corporate performance
inthe competitive market’®. However, in contempo-
rary world, customer demand diversfication and rapid
development of economic globaization, technology and
environmental turbul ence change of competition, the
sourceof competitive advantageisgradudly being cre-
ated or eroded. Inthe super-competitive environment,
astay onthebasisof existing advantageor only pursuit
the source of competitive advantage, will soon bere-
place. Inthisenvironment, successisnot an effort to
mai ntai n long-term competitive advantage, but through
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constant innovation to pursue aseries of temporary
advantages. In the super-competition environment, the
strategy should bedynamicaly adaptive, but sunk cost,
substitution effect and theexistence of path dependence
make the strategi ¢ adjustment presentscertain rigidity,
which makesthefirm unableto kegp the strategi c adapt-
ability.

Based on this thought, Teece et al.[>7 suggested
that firmswill winin super-competitive environment
should use capability, effectively coordinate and
reconfigurethefirmins deand outs dethe capability to
copewith these changesin theenvironment, and this
capability isthedynamic capabilities. Dynamic capa-
bilitiesmeet theneed of firm competitionintherapidly
changing environment. Dynamic cgpabilitiestheory was
accepted by theacademic circlesuntil 2000.


mailto:Luchh7554@163.com

BTAIJ, 10(6) 2014

Chun-hong Lu

1633

————, FyuLL PAPER

Thecurrent focusintheresearchfield of firmre-
sourcesisthestudy of firm knowledge, isa so the study
focus of the dynamic capabilities. So thispaper from
the perspective of knowledgeisto study the constitu-
ent e ementsand evol ution mechanism of dynamic ca-
pabilities, it isacombination of cutting-edgefirm re-
sourcetheory, and combinesthefirm competencetheory
frontier.

CONCEPT OFKNOWLEDGEAND THE
DYNAMIC CAPABILITIES

Theconcept of knowledge

Knowledgeisavery broad concept. Knowledge
isabout reasoning of information and data, which can
improve performance, problem-solving, decision mak-
ing and learning performance™. Thisview emphasi zes
theformation processof knowledgeanditsusetoguide
decision-making and behavior.

K nowledge can beunderstood as. oneisthestruc-
tural experience, valueidea, the correlation informa-
tion, and combination of expert knowledgeflow. The
second isto assess and absorb new knowledge expe-
rienceand information providesaframework; Threeis
produced in knowledge and applied to the knower of
thebrain; Four isinthe organizational structure, the
knowledgeisoften not only existsinfileor alibrary, is
asorootedintheorganizationd structureof daily work,
procedures, practicesand norms?. Thisdefinitioninte-
gratesthemorphol ogy of knowledge, compositionele-
ments, main function and themain body of sorageand
other factors.

Knowledgeisakind of informetion that can change
someoneor something (i.e., makinginformation become
abasicway of action, enabling anindividua or organi-
zation to changeor conduct more effective patterns of
behavior through the use of theinformation). Thiskind
of view addressesthat knowledgeisnolonger asmple
unordered collection, all kinds of elements, but was
brought into adynamic, interaction with peopleor or-
ganization system.

Accordingto thedefinitions of knowledge above,
to definetheknowledge, we shouldfirst understand the
dataand information, aswell astherelationship be-
tween the data, information and knowledge. Dataare
theorigind numbersand factsreflectingthemotion state

things, and arethe carriersof information and knowl-
edge. Dataforminformation inameaningful environ-
ment, andinformationisthedescriptionand higtoricfacts,
informationistheraw materia of knowledge, theaccu-
mulation of information and organization toformthe
knowledge. Knowledgeisakind of effectiveinforma-
tion. Therefore, the dataand information isthe raw
materia, whereasknowledgeisakind of useful infor-
mation for the specificjob.

The concept of dynamic capabilities

From the perspectiveof knowledge, thedomestic
and foreign schol arshad defined dynamic capabilities.
Foreign representative definition was: dynamic capa-
bilitiesisappliedto theability of technical and knowl-
edge which firms must master for technology
evolution.Dynamic cgpabilitiesincludesfirmsto ob-
tain and absorb theexterna knowledge, turningitintoa
new unique ability and creative ability, and theforma
tion of dynamic capabilitiesevolution processisaso
thedynamic processof knowledgeformation; Dynamic
capability level islargely related to theactivelearning
process?.

Domestic representative definitionwas. capacity is
thecollection of firm knowledge, technical knowledge
hasthe ability to change ability and to the process of
thefirm’sability to changeisthe processto pursue new
knowledge.Dynamic capability istheuse of absorption
ability andinnovation ability to acquirenew knowledge,
through theintegration of new knowledgeto improve
theorganization conventiona capacity andimprovethe
efficiency that the company to cope with change of
market environment and achieve sustai nable competi-
tiveadvantage.

Fromtheaboverepresentativedefinition of domestic
and foreign, we can define dynamic capabilitieswas
firmsacquireknowledgefrom theinterna and externa
environment, and constantly updatetheir knowledge. It
reved sthe essence of dynamic capabilities; it enables
usthrough the firm dynamic ability appearanceto see
thereal of knowledge, so that they can study of dy-
namic capabilitiesin-depth. The purpose of dynamic
capabilitiesisto makethefirm obtain sustainablecom-
petitive advantage; Dynamic capability isto copewith
thefirminterna and externa environmental changes,
Knowledgeisthefoundation of dynamic capabilities.
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Dynamic capability isthefirmto adaptitself tothe
changinginternd and externd environment, throughthe
absorption of externa knowledge andinternal innova:
tion knowledgeto constantly updated firm knowledge,
aswell astotheability of knowledgeintegration, soas
to form anew knowledge system that make thefirm
obtain sustainable competitive advantage.

Composition of dynamic capabilities based on
knowledge

Knowledgeisthefoundation of dynamic capabili-
ties. Dynamic cgpability isthrough organizationd learn-
ing andincentivemechanismto absorbtheexterna new
knowledge, through external new knowledgeandin-
ternal knowledgeto innovative new knowledge, and
integrative of knowledgein stock, so astoredizethe
update of firm capability.

From the perspective of firm knowledge, some
scholars put forward e ements of dynamic capabilities.
Jihai Jiang (2005) argue that the components of dy-
namic capabilitiesisthe knowledge absorptive capac-
ity, transfer capability, integration and restructuring ability,
innovation ability, these abilitiesarerd ated to the com-
plexity of knowledgetransmission. Themore complex
the knowledge conduction, the deeper ability to build.
Zhihan Zhou etc. (2008) arguethat core capability in-
cluding technical ability and organization ability. Orga
nizationd ability including coordination andintegration
ability of peoplewho actsinthe development of coor-
dination ability that isthe ability of firm coordination
and integration thetechnica flow. Meanwhile, organi-
zation ability dsoincludeslearning ability and transfor-
mation ability whichbelongsto activigsin ability deve -
opment, dynamic capabilitiesissmply thetransforma-
tion ability and learning capability onthepart of organi-
zation ability. Ability tolearnincluding transfer and ac-
cept ability. Transformation ability including absorption
ability andintegration ability. We Zhang (2009) argues
that dynamic capabilitieswere composed of the ability
of knowledge acquisition, knowledgeinnovation and
knowledgeintegration capability.

Onthebasisof the above study, the author thinks
that based on the knowledge of dynamic capabilities
was composed of absorbing ability, innovation ability
andintegration ability.

Theessenceof dynamic capabilitiesisnot knowl-
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edge stock, but knowledge flow. It absorbs external
new knowledge, through external new knowledgeand
internal knowledgeto innovate new knowledge, andto
integrate the stock of knowledge, so astorealizethe
update of firm competence, gain new competitive ad-
vantage, makethefirm obtai n sustainable competitive
advantage.

Dynami c capability was composed of knowledge
absorptive capacity, knowledgeinnovation capacity and
knowledgeintegration ability (showninFigurel).

Firmsacquire new knowledge mainly by the ab-
sorption of external knowledgeand interna knowledge
innovation. Knowledge absorptive capacity isfirmsto
identify, eval uate, digest and utilize externd new knowl-
edgeability. Knowledgeabsorptive capacity determines
thenumber and level of thefirm external knowledge
acquisition, it playsakey roleinfirm acquireand use
externd knowledge. Knowledgeinnovation abilityisthe
ability to generate new knowledge onthebasisof firm
existing knowledge and absorbing knowledgefromthe
externa innovation. Knowledgeinnovation ability to
decidethenumber and level of thefirminterna knowl-
edgeinnovation, which play akey roleinthefirminter-
na knowledgeinnovation.

The external absorb through knowledge absorp-
tive capacity and the new knowledge through knowl-
edgeinnovation ability cannot directly add va uefor cus-
tomers, but through theintegration of knowledgeinte-
gration cgpability to form anew knowledge system, so
astoformanew ability that bring new valuefor cus-
tomers, thisnew knowledge and matchingwiththe ex-
ternal environment makesthefirmsgain new competi-
tiveadvantage, eventudly makethefirmobtain sustain-
ablecompetitive advantage.

K nowledge absor ptive capacity

K nowl edge absorptive capacity usually refersto
theability of firmsidentifies, evaluate, digest and utilize
external new knowledge. firmshavealot of waysto
get external knowledge, by purchasing, hiring experts,
mergers and with other organizationsto acquisitionsin
theform of knowledgefirms, and to outsourcing and
consulting (such asindustry-university-ingtitute coop-
eration), the purchase of related knowledge of prod-
ucts(such aspatents, authorization, and franchiserights,
buy blueprint) to acquireknowledge.
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In addition, thefirm can a so through an informal
network of relationshipsand externa stakeholderscom-
muni cate knowledge gainrd evant knowledge, commu-
nicatewith customersand suppliersto gain knowledge,
therel ationship betweenforma |ong-term contract, in-
vestment, joint venturewith other organizationssuch as
forma knowledge sharing, communi cation and coop-
erationfor alongtime, entrepreneur’ssocia network.
Technica knowledge cana so by consultants, custom-
ers, nationa laboratories, universitiesand other com-
petition with the company for externa sources.

From thepoint of view of knowledge acquirement,
both can bedivided into direct and indirect ways. Di-
rect accessthere are many kinds of knowledge, such
asthrough external investigation, accessto licensed
patent and process, the use of competitiveintelligence,
obtain knowledgefrom externd sources, check thepro-
fessond literature, monitoringtechnology, externd train-
ing and participate, cooperation and so on. Indirect
accessto knowledgeisto acquireknowledge by other
indirect action, such asby strategic dliance and acqui-
stion of knowledgeintensivecompanies, joint ventures
with other organizations.

Content isdifferent from knowledge, knowledge
acquisition can becategorized into explicit knowledge
acquisition, tacit knowledge acquisition and knowledge
acquisition asawhole. Explicit knowledgeacquistion
canthrough the dataaccess, dataof purchasing, intelli-
gent agent, distributed search, datamining, licensing,
marketing and sales agreement. Tacit knowledge ac-
quisition can bethrough the brainstorming meseting, ac-
tion learning and expert lecture, benchmarking learn-
ing, andysis, experiencelearning, structured interview,
comprehensive study, dry middle school, mentoring
heritage, such asinteractivelearningway. The overall
knowledge acquisition can be obtained by way of stra-
tegic dliances, mergersand acquisitions, etc.

Through theabovewaysto obtain externa knowl-
edge with high speed, good quality, low cogt, strong
ability and avoid theadvantagesof behind closed doors.
firms, however, too dependent on external knowledge
acquisition may makethefirminternal lossof innova
tiveculture, motivationand ability.

Important istheability tolearn knowledge absorp-
tivecapacity. Learningability includingindividud learn-
ing and organi zationd learning ability. Of prior knowl-

edge, research and devel opment investment and firm
external environment on the absorptive capacity plays
adecisgveinfluence. Prior knowledgeleve will directly
affect thefirmidentification and judgment of externa
knowledge and attitudeto the new knowledge, research
and devel opment activitiesisthemain modefor firms
to accumulate knowledge.

Knowledgeinnovation capabilities

Knowledgeinnovation ability istheability of inno-
vative new knowledge on the basis of firm existing
knowledge system. Withinthefirm knowledgeinnova:
tion formed the basisof continuousvalueinnovation
and innovation®®.K nowledgeinnovation isinexhaust-
ible, itincreasesfirm knowledgeincrement.

Internd knowledgeinnovationdirectly providesthe
required knowledge el ements such as process, tech-
nology, experience, creative and so on, and makethe
firmfoundinnovation environment revol ution chancein
the process of exploring new knowledge. Knowledge
innovation can bemakefull use of knowledge, aswell
asexplorenew knowledge. Knowledgeinnovation can
be divided into persona innovation, group innovation
and organizationd innovation.

Individua innovation can obtain knowledgeby free
association, intuitive, rationd logicanays's, deductive
method, aswell asthroughthemodd of doingandlearn-
ing. Group innovation can a so through the dialogue
between teacher and pupil inheritance, staff and brain-
storming to obtain new knowledge. Organizationinno-
vationisgenerated by solving the problem of the cur-
rent organization of the experiment and the experience
of the prototype design, implementation and integration
as well as knowledge, the introduction of external
knowledgeand absorption of new knowledge. Nonaka
and takeuchi!® describethe process of firm knowledge
innovation with common, watch out, interndization and
connecting four patterns.

Good knowledgeinnovation ability can hep firms
toimprovetheability to evaluate, absorption, digestion
and useof externa knowledge. If firmitsdf did not have
agood knowledge and technol ogy foundation, it can-
not buy external knowledge and technol ogy smoothly,
thefirm knowledge innovation also has an important
effect onthe select partnersand ability to benefit from
the partnership.
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Figurel: Based on thedynamic capabilitiesdementsof knowl-
edge

Knowledgeintegration capability

Through the absorption of externa knowledgeand
internd innovation knowledge, firmswill accumulatea
largenumber of al kindsof knowledge, but thisknowl-
edge does not work automatically. Knowledge inte-
grationiscomposed of internal sharing and transfer.

Knowledge sharingistheprocess of peoplehaving
knowl edge passed knowledgeto the reci pient by some
way, and absorbed by the recipient. Knowledge shar-
ing include sharing technol ogy, sharing organi zation,
sharing process, influencing factors of sharing and shar-
ing channelsand so on.

Knowledgetransfer isrefersto thefirm transfer of
knowledge purposely and formally. Duetolimitation of
professiona, working experience, position, o persona
master’s knowledgeislimited. Only transfer the per-
sona knowledgeinto firm overal knowledge can pro-
videimpact for firms.

Knowledge transfer is a complicated process.
Knowledgeintegration capabilitiesis one of themost
important stagesin depth of the capabilitiesevolution,
ontheonehand, it can obtain and digestivefirm exter-
nal knowledge, ontheother handit will integratewith

thefirminterna knowledge, andfindly usedfor thefirm.

EVOLUTION MECHANISM OF DYNAMIC
CAPABILITIES

Evolution of dynamic capabilitiesisacomplex sys-
tem, effective operation needs somemechanismto sup-
port and promote.M echanism of the dynamic capabili-
tiesincludesthereaction mechanism, learning mecha
nism, incentive mechanism and matching mechanism,
asshownin Figure 2. Reaction mechanism can ensure
timeliness of updatefirm knowledge, incentive mecha-
nism can promote firm knowledge change, learning
mechanism is the core of firm knowledge changes,
matching mechanismensureshrink thegap betweenfirm
knowledge and environment requires knowledge as

possible.
Incentive
mechanism

Learning
mechanism

Reaction
mechanism

Figure 2 : Based on the mechanism of dynamic capabilities
evolution of knowledge

Dynamic capabilities emphas ze the absorption of
knowledge, innovationandintegration ability, at thesame
timerequiresit adapt to theenvironment. firm absorp-
tion, innovation and integration of new knowledgeis
not always suitablefor firm devel opment needs, this
should requirethe reaction mechanism and the match-
ing mechanismto ensurethat the new knowledge of
firm absorption, innovation and integration wasconss-
tent of therequirements of environmenta change. The
absorption of new knowledge, innovation and integra-
tion can achieve by the support of thelearning mecha-
nism and driving of incentivemechanism.

The absorption of firm knowledge, innovation and
integrationisnot aone-off, but constantly, the nature of
the evol ution of dynamic capabilitiesismechanism of
firm to preserve the absorption of knowledge, innova
tion and integration of effective operation.

Reaction mechanism
Reection mechanismisthemechanismthat firmrgpid
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responseto externa environment changes. Reaction
mechanism requiresfirmshaverapid response ability.
Whentheenvironment changes, thefirmexistingknowl-
edge cannot keep pace with changesin the environ-
ment, so it requires companiesto haveanew knowl-
edgesystem.

Reactionmechanismwascong ging of environmentd
scanning, problemsand opportunitiesof recognitionand
strategic response ability. Environmenta scanningis
monitoring for the environment, and found theenviron-
ment change and the problems.

By scanning the environment, it can identify ap-
peared or potential opportunitiesand problems. firms
should establish perfect reaction mechanism, in addi-
tionto theregular environmental scanning, problems
and opportunitiesidentification, and also need asys-
temic and strategi c thinking and reactions.

L earning mechanism

Learning mechanismisto promotetheintegration
of organization knowledge absorption and innovation
or integrationagroup of indtitutiond.. Learning can make
thetransfer of explicit knowledge, but dso canredize
thetransfer of tacit knowledge. firmsneedto learn by
experiment, trial and error, doing and learning, inthe
form of improvisation and learning.

Learninginfirmcanbedividedintoindividud learn-
ingand organizationd learning. Persond learninginclud-
ing theexplicit knowledgeand tacit knowledgelearn-
ing. Explicit knowledgelearning can directly obtain
through documents, newspapersand magazines, books,
network mediaand so on; it dso can through the school
learning, training and salf-study to obtain. Tacit knowl-
edgelearning mainly through doing and learning and
teacher and pupil inheritance system. Doing and learn-
ing isanimportant way to accesstacit knowledgefor
persond. Itisvery suitablefor learning tacit knowledge
which can’t uselanguageto teach. Themaster boot is
themost efficient way of learning tacit knowledge. the
learning effect of tutoria systeminheriting canimpacted
by their common knowledge background, beliefs, in-
terests, hobbiesand other factors.

Organizationd learningisthe processof beganwith
individua learning, forming cognitive and memory of
theindividua and used to share organi zationa knowl-
edge. Organizationa learning can bedivided into the

devel opment of learning and explorationlearning. De-
velopment of learning isorganization further devel op-
ment and utilization of existing policies, rulesand other
of knowledge. Exploration study refersto the organi-
zationsactively looking for new strategy, found the new
rules, innovation of new knowledge. Organi zational
learning was affected by four factors: environment, or-
ganizing, leading and task.

Individua learningisthefoundation of organizationa
learning. Effectiveorganizationa learning requiresim-
proving organization learning ability for everyone.

L earning mechanismiscomposed of organization
structure, management system; firm culture. Perfect
|earning mechanismrequiresfirmsto establisharea-
sonableorganizationd sructure. Effective management
system isthe guarantee of |earning mechanism. Good
corporatecultureistheenvironment of learning mecha
niam.

M atching mechanism

M atching mechanismisan interaction and match-
ing of dynamic process between firm knowledge sys-
tem and the external environment. Only makethefirm
knowledge and environment to provide opportunities
for dynamicmatching, it will formacompetitiveadvan-
tage.

M atching mechanismispromptedinterna knowl-
edge system and theexternd environment maintainsin-
teractive and adgptative. The match between theknowl-
edgeand theexternal environment isfirm continuous
makequick, timely response and matchingfor dynamic
changesof externd environment.

I ncentivemechanism

Incentivemechanismistheinteractionway by ara
tional system to reflect the subject and object of
incentive.”Shock” isinduced motivation, “excited” is
intensivebehaviord. Incentiveisessentially aprocess
of externa guidebehavior to stimulatetheinternd mo-
tivation. Incentive mechanism was composed of the
system of prompt action and (or) conditioned behav-

Conjunction

Knowledge required Firm owned

by the external knowledge

enviromment

Figure3: Theprincipleof matching mechanism
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ior. Excitation system of behavior mainly motivates
membersto absorb knowledge, innovation knowledge
andintegrated knowledge system, such asreward. firms
can usespirit, material, honor or work motivation way
to motivate employees. At thesametime, thereissome
constrai nts mechanism, such as some punishment.

Therelationship between themechanisms

Promotethe evolution of dynamic capabilitiesbe-
tween four mechanismsare not independent, but influ-
enceeach other and it has certaininternd relation. Re-
action mechanismisthe precondition and foundation of
dynamic capabilitiesevolution. Its pointed out the di-
rection of absorption, innovation and integration of
knowledgefor thefirm to ensure consi stent between
thefirmknowledgeand theexternd environment change.
Learning mechanismisanecessary condition for the
evolution of dynamic capabilities, learning mechanism
isthe guaranteethe key technol ogiesof firmto absorb,
innovation and integration knowledge. Incentivemecha:
nismasthedriving force of dynamic capabilitiesevol u-
tion, itisthedriving force of thefirm absorption, inno-
vation and integration knowledge. Matching mechanism
istheguarantee of dynamic cgpabilitiesevolution, isthe
foundation of learning mechanism andincentive mecha:
nism, and it ensuresthat the correct direction, adjust
thesizeof thedegree. Learning mechanismistheguar-
antee of reaction mechanism and thematching mecha
nism; it can ensure theabsorption of knowledge, inno-
vation andintegration, aswell asthenormal operation
of thereaction mechanism and the matching mecha-
nism. incentive mechanism isthe power supply, the
power of thisall was depend on theincentive mecha
nismto provide, otherwise, reaction mechanism, the
matching mechanism and learning mechanismwill not
automaticaly.

CONCLUSION

Knowledgeistheessence of dynamic capabilities.
From the perspective of knowledge research dynamic
capability isto research onthe nature of dynamic capa
bilities. firm competitive advantage comesfrom the
knowledge system, and dynamic capability isthrough
changing theflow knowledge and stock of knowledge
to changethe firm knowledge system, make the new

knowledge system to obtain anew competitive advan-
tage, thusmakes possi bl e the continuation or update of
firm competitive advantage.

Dynami c capability was composed of knowledge
absorptive capacity, knowledgeinnovation and knowl-
edgeintegration capability organically. Through these
threekind of ability firm can get knowledge system for
environmental changes, namely, through the organic
combination of thethree ability effect can changethe
flow of firm knowledge, thereby according to theneeds
of theenvironment changethe stock of knowledgeto
form anew knowledge system that match with theen-
vironment.

Threedementsof dynamic capability cannot beef-
fectiveby itsdlf, but through aset of effective operating
mechanismto advance. Thismechanismistheevolu-
tion mechanism of dynamic cgpabilities, namely, it was
composed of thereaction mechanism, matching mecha:
nism, learning mechanismandincentivemechaniam. The
four mechanismsinteract with each other, and promote
the dynamic capability of knowledge absorptive capac-
ity, knowledgeinnovation and knowledgeintegration
capability to run effectively, so asto makethefirmac-
cording to the changes in the environment need to
changethe corresponding knowledge system, and make
them obtain anew competitive advantage.
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