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ABSTRACT

Dynamiccapabilitiestheory(DCT)emergedasaleadingframeworkintheprocessofvaluecreation
forfirms.Itscorenotioncomplementsthepremiseoftheresource-basedviewofthefirmandis
consideredan important theoreticalandmanagement framework inmodern informationsystems
research.However,despiteDCT’ssignificantcontributions,itsstrengthandcorefocusareessentially
initsuseforhistoricalfirmperformanceexplanation.Furthermore,valuablecontributionshavebeen
madebyseveralresearcherstoextendtheDCTtofittheconstantlychangingITenvironmentsand
otherimperativedriversforcompetitiveperformance.However,noDCTextensionhasbeendeveloped
whichallowsfirmstointegrallyassesstheircurrentstateofmaturitytoderiveimperativestepsfor
furtherperformanceenhancements.Inlightofempiricaladvancement,thisarticleaimstodevelopa
strategicalignmentmodelforITflexibilityanddynamiccapabilitiesandempiricallyvalidatesproposed
hypothesesusingcorrelationandregressionanalysesonalargedatasampleof322international
firms.Theauthorsconjecturethatthecombinedsynergeticeffectoftheunderlyingdimensionsofa
firm’sITflexibilityarchitectureanddynamiccapabilitiesenablesorganizationstocopewithchanging
environmentalconditionsanddrivecompetitivefirmperformance.Findingsofthisstudysuggestthat
thereisasignificantpositiverelationshipbetweenfirms’degreeofstrategicalignment—definedasthe
degreeofbalancebetweenalldimensions—andcompetitivefirmperformance.Strategicalignment
can,therefore,beseenasanimportantconditionthatsignificantlyinfluencesafirm’scompetitive
advantageinconstantlychangingenvironments.Theproposedframeworkhelpsfirmsassessand
improvetheirmaturityandalignmentofITflexibilityanddynamiccapabilities.Thisarticleconcludes
withadiscussion,suggestionsforfutureresearchandmanagerialimplicationsarealsodiscussed.
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1. INTRodUCTIoN

Modernfirmsacrossawiderangeofindustriesandsectorsareconstantlyseekingcompetitivepotential
inordertoimprovecustomerefficiency,firmeffectiveness,andtransformtheorganizationtoward
asustainableandevolutionaryfitbusinessmodeldrivenbyorganization-wide innovations(Dao,
Langella,&Carbo,2011;Hanelt,Busse,&Kolbe,2016;Seidel,Recker,&VomBrocke,2013).The
adoption,effectiveuse,andalignmentofinformationsystemsandinformationtechnology(IS/IT)are
criticalinthisrespect(Haneltetal.,2016;Malhotra,Melville,&Watson,2013;Melville,Kraemer,



International Journal of IT/Business Alignment and Governance
Volume 9 • Issue 1 • January-June 2018

2

&Gurbaxani, 2004;Wade&Hulland,2004).However,various scholarshaveargued that firms
needtodealwithvariouscomplexitiesarisingfromaligningbusinessoperationsandIS/ITdomains
(Sabherwal,Hirschheim,&Goles,2001;Wegmann,2002),whilealsotakingintoaccountthedynamics
of theenvironment (Eisenhardt&Martin,2000;Teece,Pisano,&Shuen,1997)andcontinuous
organizationalchange(Brown&Eisenhardt,1997).Ithasbeenwelldocumentedintheliterature
thatthisparticularprocesscomplementstheleveragingofidiosyncraticandintangibleresourcesto
buildcompetences(Wernerfelt,1984),i.e.,theinternalorientedresource-basedview(RBV)ofthe
firm.Thedynamiccapabilitiestheory(DCT)extendedthisratherstaticRBV(Teeceetal.,1997)
andembracedenvironmentalinfluencesandmarketdynamism(Wang&Ahmed,2007).Eisenhardt
andMartin(2000)observedthatdynamiccapabilitiescancouldbeeffectiveiftheymatchtherateof
environmentalchangesandnotallenterprise-levelresponsestoexternalstimuliaremanifestationsof
dynamiccapabilities(Winter,2003).Moreover,HendersonandVenkatramanstressedthatalignment,
asadynamiccapability,isnotanad-hocevent,butratheraprocessofcontinuousadaptionandchange.
Assuch,theyarguedthat‘nosingleITapplication—howeversophisticatedandstateoftheartitmay
be—coulddeliverasustainedcompetitiveadvantage’(Henderson&Venkatraman,1993).Itisalso
withinthisparticularcontextthatITcapabilitiesandscalableenterpriseIS/ITinfrastructureshave
beenproposedasameanstoachieveacompetitiveedge(Duncan,1995;Kim,Shin,Kim,&Lee,
2011;Tiwana,Konsynski,&Bush,2010).

ITcapabilitieshavebeenviewedbypastliteratureascomplex,multidimensionalconstructs(Pavlou
&ElSawy,2006).Assuch,scholarsandpractitionershaveusedinconsistentconceptualizationsof
thisterm,whilecomplementaryperspectivesthatinvestigatethedynamicsamongdifferenttypes
of IT capabilities (e.g., IT flexibility, human and management capabilities), have been largely
overlooked(Fink,2011;Kimetal.,2011).Pastliterature,suggestedthattheuniquecharacteristics
ofanITinfrastructuredeterminethevalueofthatinfrastructuretoorganizations(Byrd&Turner,
2000).Moreover,afirm’sITflexibilityisregardedasacriticalaspectofanITinfrastructurethatcan
potentiallyinfluenceafirm’sabilitytouseandreconfigureITstrategically(Bharadwaj,2000;Bhatt
&Grover,2005;Ray,Muhanna,&Barney,2005).Hence,wefocusontheITflexibilitydimension
oftheITcapability,whichislikelytohelpfirmsdifferentiatethemselvesfromcompetitionanddrive
competitivefirmperformance(Mikalef,Pateli,&VandeWetering,2016).Indoingso,webuildupon
Simon’stheoryofneardecomposability,i.e.,hisdesignprinciplesformodularsystemsandloose
coupling(Simon,1965;Weick,1976),whichhavealsobeenlinkedtoincreasedlevelsofstrategic
alignmentundervolatilecircumstancesthatrequireagileandswiftresponsesbythefirm(Tallon&
Pinsonneault,2011).ThisdemonstratesthataflexibleITinfrastructurecanfacilitateatimelyresponse
intermsofIT-basedcompetitiveactions,gearedtowardssustainedcompetitiveadvantage(Overby,
Bharadwaj,&Sambamurthy,2006).Inthisrespect,theITinfrastructureisnotonlyusedtosupport
currentoperationsbutisdevelopedonthebasisofconstantadaptations,orasreferredto,aplatform
fordigitaloptions(Overbyetal.,2006;Sambamurthy,Bharadwaj,&Grover,2003).

AlthoughITflexibilitymaytosomeextentstrengthenafirm’sarmoryofdigitaloptions,itis
conceivablethatthisimperativedimensioninisolationmaynotbesufficienttodrivefirmperformance.
ThisrelateswelltotheprinciplesofefficaciousIS/ITadaptationandcoevolution:“…havingnone
ofthemisadisaster;havingallparticularlyfeedsadaptiveandsynergeticsuccess…”(Benbya&
McKelvey,2006).Thissynergeticsuccessespeciallyfitsthecoreconceptofstrategicalignment,i.e.,
equilibriumofdifferentorganizationaldimensions,andexternalfitasstrategydevelopmentthatis
basedonenvironmentaltrendsandchanges(Chan&Reich,2008;Henderson&Venkatraman,1993;
VandeWetering&Batenburg,2014)andalsomorerecentworkonfacilitationofdynamiccapabilities
(Sher & Lee, 2004), co-evolutionary relationship between IT investments, capabilities and their
abilitytolaunchcompetitiveactions(PatrickMikalefetal.,2016;Sambamurthyetal.,2003).Hence,
weforeseesynergiesarisingfromITflexibilityandcomplementaryorganizationalcapabilitiesin
strengtheningafirm’sarmorytoimprovecompetitivefirmperformance(Bhatt&Grover,2005;Lane,
Salk,&Lyles,2001;Roberts,Galluch,Dinger,&Grover,2012;Wade&Hulland,2004).We,therefore,
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