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  Abstract 

 I 

Abstract 

Industrialized house building of multi-storey residential buildings is not only 
gaining practical importance in Sweden but is also emphasized as a way for 
companies to address the demands for lower and more predictable production 
costs, shorter delivery times and higher product quality. However, to be 
competitive on the market, IHB companies need to protect and capitalize their 
specific investments into platforms and organizations. The engagement in 
platforms and industrialized way of working, it is not just about the complexity 
of integration but it is also about having a capability over time to handle this 
market variation (i.e. dynamic capabilities). Industrialized house building has 
mainly been investigated from an operational view, leaving a gap in the 
characterization from a strategical (dynamic) view. 

Purpose of this research is to increase understanding about industrialized house 
building, from a dynamic capability view, described the characteristics of 
industrialized house building through exploring and describing the evolution and 
development of and industrialized house building company. An in-depth, 
longitudinal case study approach was adopted to get and deeper understanding 
of the development of dynamic capabilities in an industrialized house building 
company. The unit of analysis was the long-term interaction between house-
market development, the case company’s business development, and external 
collaboration activities between the years 1993 and 2018. The findings from the 
case study were then analyzed against a theoretical framework based on dynamic 
capabilities.  

Industrialized house building can be characterized by a set of dynamic 
capabilities constructs that are evolved and developed in order to cope with the 
changing conditions derived from both internal and external factors, entailed in 
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entrepreneurship and long-term thinking. The findings indicate that the 
organization's focus may vary between different kinds of dynamic capabilities 
over-time. In addition, findings indicate that development of dynamic 
capabilities supporting collaboration and building trust to the market was of 
importance at the beginning of their journey. These dynamic capabilities evolved 
in close relations with external partners, due to external market pressure. This 
study also indicates that path dependency affects the development of dynamic 
capability, through collaboration, trust, and learning – which influence how the 
company behaves and through their investments in a platform constraining 
future actions.  

Keywords: Industrialized house-building, Dynamic capability, Path 
dependency, Longitudinal case study 
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Tiivistelmä 

Monikerroksisten asuinrakennusten teollinen rakentaminen ei ole saavuttanut 
Ruotsissa pelkästään käytännön merkitystä, vaan sitä myös korostetaan tapana, 
jolla yritykset voivat vastata vaatimuksiin, jotka koskevat alhaisempia ja 
ennustettavampia tuotantokustannuksia, lyhyempiä toimitusaikoja sekä 
korkeampaa tuotteiden laatua.  

Jotta teolliset rakennusyritykset olisivat kilpailukykyisiä markkinoilla, niiden on 
suojeltava ja hyödynnettävä erityisiä investointejaan tuoteplatformiin ja 
organisaatioihin. Järjestelyihin ja teollistuneeseen toimintatapaan sitoutuminen 
ei ole vain integraation monimutkaisuutta, vaan se ajan myötä koskee myös 
kykyä käsitellä markkinoiden vaihtelua (toisin sanoen dynaamisia 
ominaisuuksia).  

Teollista rakentamista on tutkittu pääasiassa operatiiviselta näkökulmalta, 
jolloin strateginen (dynaaminen) näkökulma on jäänyt huomioimatta. 
Tämän tutkimuksen tarkoituksena on lisätä ymmärrystä teollistuneesta 
talonrakentamisesta dynaamisen ominaisuuden näkökulmasta ja siinä kuvataan 
teollistuneen talonrakennuksen ominaisuuksia tutkimalla ja kuvaamalla yhden 
talonrakennusyrityksen kehitystä. Perusteellinen ja pitkittäinen tapaustutkimus 
lähestymistapana otettiin käyttöön, jotta saatiin syvempi ymmärrys dynaamisten 
ominaisuuksien kehittymisestä teollistuneessa talonrakennusyrityksessä. 
Analyysiyksikkö oli talomarkkinoiden ja tutkittavan yrityksen liiketoiminnan 
kehityksen sekä ulkoisen yhteistyön välinen pitkäaikainen vuorovaikutus 
vuosien 1993 ja 2018 välillä.  

Tapaustutkimuksen tulokset analysoitiin käyttäen teoreettista viitekehystä, joka 
perustui dynaamisiin ominaisuuksiin. Teollistunutta talonrakentamista voi 
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kuvata joukolla dynaamisia ominaisuuksia joita kehitetään selviytymään sekä 
sisäisistä että ulkoisista tekijöistä. Näillä ominaisuuksilla on yhteys yrittäjyyteen 
sekä pitkän aikavälin ajatteluun.  

Tulokset osoittavat, että organisaation painopiste voi vaihdella eri dynaamisten 
ominaisuuksien välillä ajan kuluessa. Lisäksi havainnot osoittavat, että niiden 
dynaamisten ominaisuuksien kehittäminen, jotka tukevat yhteistyötä ja 
rakentavat luottamusta markkinoihin, olivat tärkeitä matkan alussa. Nämä 
dynaamiset ominaisuudet kehittyivät läheisessä yhteistyössä ulkoisten 
kumppaneiden kanssa ulkoisten markkinoiden paineen vuoksi. Tässä 
tutkimuksessa todetaan myös, että yrityksen historia vaikuttaa dynaamisien 
ominaisuuksien kehittymiseen yhteistyön, luottamuksen ja oppimisen kautta. 
Tämä vaikuttaa siihen, miten yritys käyttäytyy ja investoi tulevaan toimintaan. 
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1 INTRODUCTION 

The introduction presents the background to the thesis and explains why the 
conducted research is important. It also describes the thesis, aims, and scope 

1.1 Background 

Industrialized House Building (IHB) of multi-storey residential buildings is of 
increasing practical importance in Sweden and also addresses construction 
companies’ demands’ for lower and more predictable production costs (Gibb 
and Isack, 2003), shorter delivery times (Erikshammar, 2014) and higher product 
quality (Gibb and Isack, 2003). IHB companies in Sweden tend to organize their 
operations around total deliveries structured into platforms (e.g. Jansson et al, 
2014) that have high degrees of standardized materials, routines (Jansson et al., 
2014), processes (Johnsson, 2013b), and vertical integration (Erikshammar, 
2014); and the companies tend to offer houses only in selected niche markets 
(Johnsson, 2013a). Moreover, companies are able to establish long-term 
relationships with architects and customers and move a large part of their 
production into a factory milieu (e.g. Höök, 2008; Lessing et al., 2015). 

he construction sector comprises local, national and global construction 
companies. Due to tradition and the nature of the sector, construction companies 
that mainly develop buildings on-site dominate the market (Gann and Salter, 
2000; Gosling and Naim, 2009). IHB companies also operate in the same market, 
competing for the same customers and resources. Work tends to be organized in 
projects, with a variety of contractors being engaged to produce unique buildings 
(Naim and Barlow, 2003); and project-based relationships usually dominate, 
based on contractual mechanisms (Bajari and Tadelis, 2001) in order to control 
the fragmented supply chains (Cox and Ireland, 2002). Long- and short-term 
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variations in the house-building market arise for a number of reasons. Such 
reasons include constraints imposed by the way in which municipalities and 
authorities interpret how building regulations should be enforced and the fact 
that these regulations are continually being updated (Viking and Lidelöw, 2015). 
The characteristics of the construction market, the focus on a niche market 
segment, and the use of a specific manufacturing platform (Jansson et al., 2014) 
all mean that the possession of management practices that respond to changes 
and exploit opportunities in the environment is of more importance to IHB 
companies to protect and capitalize their specific investments into platforms and 
organizations compared to traditional as their large resource base and flexible 
business model can cope with changes in the market (Lessing and Brege, 2015). 

Surprisingly there is little research on dynamic capabilities in the context of IHB. 
Dynamic capability is “the firm’s ability to integrate, build, and reconfigure 
internal and external competences to address rapidly changing environments” 
(Teece et al., 1997). One possible explanation is that the concept of dynamic 
capabilities as conceived by Teece et al. (1997) is not entirely compatible with 
the project-based nature of construction. Dynamic capabilities, as described by 
Teece et al. (1997) and Eisenhardt and Martin (2000), are defined in the context 
of an organization with certain characteristics, including long-term efficiency 
and stability, whereas construction companies operate in both temporary project 
organization (time limitation and goal oriented) where the projects are executed 
as well as a permanent organization supporting the operations. Another 
explanation could be the ad-hoc problem-solving culture of the construction 
sector (Höök and Stehn, 2008), which might be seen as a substitute for dynamic 
capabilities and may be more cost-efficient than investments in dynamic 
capabilities (Winter, 2003). One final possibility is simply that much of the 
current research on IHB companies have had an internal perspective (e.g. 
Johansson, 2013b; Jansson et al., 2014; Jonsson and Rudberg, 2015), looking 
inside the company. 

In addition, IHB from the point of view of strategic management has, with a few 
exceptions, long been overlooked. Lessing et al. (2015) studied IHB from the 
perspective of strategy and organization. Pan and Goodier (2012) took a novel 
approach in addressing off-site construction in relation to business models. 
Lessing (2015) described the characteristics of IHB and explored the associated 
strategic perspectives and business models, but not the dynamic aspect of 
strategic management. 

However, there is one common element in these pieces of research: they 
considered the research question for a specific point in time. In other words, very 
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little research has considered how change has occurred over time. One exception 
is the longitudinal study of the management of a portfolio of business models in 
Höök et al. (2015) that illustrates the importance of continuously evaluating, 
fine-tuning and integrating the business model with the company’s strategy. 
Exploitation in house-building is understood as “doing better” (e.g. Teece et al., 
1997) by improving and taking advantage of existing knowledge and existing 
internal and external capabilities. By contrast, exploration is defined as “doing 
new,” (e.g. Teece et al., 1997) by finding new markets, using known knowledge 
to create new (for example, doing new by starting up a subsidiary). Hence, more 
research is needed on how IHB companies balance between short-term 
exploitation and long-term exploration. Research in the context of other business 
sectors (e.g. Teece et al., 1997; Helfat et al., 2007; O’Reilly and Tushman, 2008) 
has suggested that dynamic capabilities may provide the right management tools 
to balance these two goals. 

Research has suggested (e.g., March, 1991; Hayes and Pisano, 1994; O´Reilly 
and Tushman, 2011) that as the pace of change accelerates, companies that can 
develop dynamic capabilities will gain competitive advantage and increase 
performance. Teece and Pisano (1994) and Teece et al. (1997) argue that new 
forms of competitive advantage stem from ‘dynamic capabilities’, whereas 
O’Reilly and Tushman (2008) argue that dynamic capabilities are the ability to 
simultaneously explore and exploit. Ambrosini and Bowman (2009) propose 
that fine-grained case studies of companies, which have been able to sustain a 
competitive advantage over time in dynamic environments can offer some 
important insights into how to remain competitive in a world of intense 
competition.  

Dynamic capabilities may also refer to “the capacity of an organization to 
purposefully create, extend, or modify its resource base” (Helfat et al., 2007). 
Eisenhardt and Martin, (2000) argued that dynamic capabilities can be 
transferred to other companies through best practice, whereas Teece et al. (1997) 
view dynamic capabilities as being unique within a particular context and 
company-specific. Winter (2003) argues that dynamic capabilities are born, not 
made – i.e., they doubt such capabilities can deliberately be influenced by 
managers. Moreover, previous events in an organization’s history will to some 
degree constrain and affect its future behavior (Teece, 2003). Kogut and Zander 
(1992), for example, argue that future choices are constrained by history since 
the creation of new skills is based on the extant capabilities of a company. This 
view is supported by Patchell (2002) who argues that house builders are 
constrained by path dependency. Consequently, the opportunities for 
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competitors to mimic the dynamic capabilities of a company are likely to be 
limited, which in turn makes a competitive advantage sustainable. 

Summarizing the above provides the motivation and research gap for this thesis. 
Extant literature offers only limited studies of the strategic management of IHB 
companies. The strategic management perspective is needed because decisions 
concerning short-term and long-term activities are made on a company strategic 
level. The use of dynamic capabilities to simultaneously manage short-term and 
long-term variation is not yet very well understood in the house building market. 
Existing research in the context of IHB is mainly conducted from an operational 
(static) view, leaving a gap in the characterization of IHB from a strategic 
(dynamic) view. Thus, there is a need to scrutinize and describe dynamic 
capabilities in IHB context and a distinct knowledge gap is identified. Therefore, 
the aim of this thesis is to understand what exemplifies dynamic capabilities and 
how an IHB company has developed dynamic capabilities over-time. 

1.2 Purpose and research scope 

The purpose of this research is to improve our understanding of IHB, through 
studying and describing the evolution and development of an IHB company. By 
applying a contingency theory perspective using the theoretical lens of dynamic 
capabilities to one IHB company, the development and evolution of dynamic 
capabilities in industrialized house building can be examined and understood. 
The findings are generated by an analysis of secondary data supplemented by 
responses from in-depth interviews with managers of the company. 
The research study will be guided by the following research questions: 

RQ 1: How can dynamic capabilities be exemplified in an industrialized 
house building company? 

RQ 2: How have dynamic capabilities been developed in an industrialized 
house building company over three decades? 

According to Aragón-Correa and Sharma (2003), a contingency perspective 
should be used when studying dynamic capabilities as environmental features 
such as uncertainty and complexity influence the development of such 
capabilities. Accordingly, in this thesis, the contingency perspective is used as a 
way of explaining why companies evolve in different ways and how context 
plays an important role in that evolution. The dynamic capability perspective is 
used to frame the research question, and obtain a holistic view of dynamic 
capabilities and how dynamic capabilities are developed in an IHB company. 
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There are three main strands of research into dynamic capabilities, deriving from 
the work of Teece and Pisano (1994), Eisenhardt and Martin (2000), and Zollo 
and Winter (2002).  My approach most closely follows that of Teece and Pisano, 
although I will consider and incorporate the ideas of other researchers in this 
area (as summarized in Table 1), given that no strong consensus has yet 
developed. 

Teece et al. (1997) regard dynamic capabilities as routines that serve to create 
new resource configurations for a company. Eisenhardt and Martin (2000) see 
dynamic capabilities essentially as ‘tools’ that companies use to reconfigure 
resource configurations. Zollo and Winter (2002) emphasize the learning 
process view of dynamic capabilities in accordance with something that an 
organization does. Consideration of dynamic capabilities can provide some 
indication as to why some companies survive in an uncertain environment, while 
others fail. 

1.3 Structure of the thesis 

I briefly describe the structure of the thesis (see also Figure 1) and each of the 
chapters. 

The first chapter describes the background to the research, focusing on IHB and 
dynamic capabilities. It also explains the objectives of the research and briefly 
describes some of the essential concepts, followed by the purpose and scope of 
the research.  The theoretical focus of the thesis is also discussed, explaining 
how and why a contingency perspective is applied in order to account for the 
influence of environmental features such as uncertainty and complexity on the 
deployment of dynamic capabilities. The chapter concludes with a guide for the 
reader, which is intended to assist with the interpretation of the results and 
conclusions. 

In chapter 2, the theoretical framework underpinning the research is described, 
introducing readers to the dynamic capability concept, providing the theoretical 
lens with which to view the empirical data, and describing context-specific 
information associated with the construction market. The reader is introduced to 
the peculiarities of the construction context, in order to obtain an understanding 
of the context, followed by a description of the development of the construction 
market in Sweden over a period of three decades and the underlying causes for 
the way in which it has developed. Next, the reader is introduced to IHB, 
describing how an IHB company can be seen from a strategic perspective. The 
chapter concludes with a discussion of dynamic capabilities. The three main 
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streams in dynamic capability literature (Teece et al., 1997; Eisenhardt and 
Martin, 2000; Zollo and Winter, 2002) are used as a base in order to obtain a 
holistic view of the field. These theories are scrutinized and a model of analysis 
is developed at the end of this chapter. 

In chapter 3, the reader is introduced to the methodology used in this research. 
An analytical framework for the research is presented and the contributions of 
the appended papers to the thesis are described. The reader also obtains an 
insight into longitudinal case studies, a description of the case study and the 
company that was the subject of the study, and an explanation of how the data 
was collected. Lastly, the limitations of the research are discussed. This study is 
based on a single IHB company in the construction business with its own 
peculiar characteristics and retrospective designs are subject to at least two 
threats to validity, notably respondents’ imperfect recall of historical events and 
the spoiler effect, which arises from the unintentional skewing of results. The 
potential effects of such threats and how the study attempts to mitigate these 
effects are described. 

In chapter 4, a summary of the papers and their results are presented. The results 
of the first paper indicate that an IHB company can both handle long-term 
exploration and short-term exploitation in both market and operations 
dimensions. The model of analysis presents how an IHB company can be 
characterized in four dimensions. The second paper explores the tension between 
exploitation and exploration and provides empirical examples of exploitative 
and explorative managerial practices within the case company. Five different 
managerial activities that form the company’s dynamic capabilities to manage 
exploration and exploitation are identified. The third paper discusses how the 
case company has managed the transformation from a traditional construction 
company into an IHB company. The findings of the paper suggest that 
collaboration and entrepreneurship have contributed to the success of the 
company and explain how the dynamic capabilities enabled the case company 
to succeed despite its path dependency. 

Chapter 5, presents results arising from an extended analysis of the case data 
with respect to the theoretical framework, in order to broaden the view from a 
dynamic capability perspective of an IHB company. The use of Madsen’s (2010) 
framework was used to analyze dynamic capability aspects of an IHB company 
because it has previously been used to empirically explore how dynamic 
capabilities can be created within small- and medium-sized companies with 
entrepreneurial orientation, much like the case company. The outcome of the 
analysis is a diagram comprising four quadrants characterizing different 
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dynamic capabilities and how an IHB company develops dynamic capabilities 
in four dimensions. The chapter concludes by summarizing the findings of the 
appended papers and the extended analysis and uses a visual presentation in 
order to characterize dynamic capabilities, the development of dynamic 
capabilities. 

Chapter 6 concludes the thesis and discuss the findings from the study. The path 
dependency of the company is described, in order to provide the reader with a 
deeper understanding of the case company’s development. Transferability are 
also discussed as these are important dynamic capability constructs. The chapter 
concludes with some ideas for future research. 

 

 

Figure 1. The layout of the thesis 
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1.4 Appended papers and author contribution 

Paper I: Uusitalo, P., Stehn, L., Brege, S., and Wernicke, B. (2017) Reciprocal 
dynamic effectiveness for industrialized house builder. EurOma 2017. European 
Operations Management Association Conference 2017, Edinburgh, Scotland, 
July 1-5, 2017 

Author’s contribution. The author contributed to the development and writing of 
the paper. In addition, the author was responsible for and carried out the 
gathering of the data based on the theoretical framework. The author finally 
contributed with the other authors to the analysis. 

Paper II:  Stehn, L., Uusitalo, P., Lavikka, R., and Engström, S. (2018) 
Managing the tension between exploitation and exploration in industrialized 
house-building. Manuscript intended to be submitted for publication in 
Construction Innovation. 

Author’s contribution. The author contributed to the development and writing of 
the paper. The author was also involved in the development of the theoretical 
framework. In addition, the author was responsible for the gathering of the data 
and in collaboration with the other authors performing parts of the analysis and 
re-analysis and conclusions. 

Paper III: Uusitalo, P., and Lavikka, R. (2018) Overcoming Path Dependency 
through Dynamic Capabilities in an industrialized house building company: A 
Case Study. Manuscript intended to be submitted for publication in Construction 
Management and Economics. 

Author’s contribution: The author contributed to the development and writing of 
the paper. The author was also involved in the development of the theoretical 
framework. In addition, the author was responsible for the gathering of the data 
and in collaboration with the other author performing parts of the analysis and 
re-analysis and conclusions. 
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2 THEORETICAL FRAMEWORK 

The description of this chapter consists of two main parts. Section 2.1 is a 
description of my understanding of the construction context that although 
construction is local, it is affected by dynamic external factors such as external 
global and political factors which can be seen as unpredictable, point towards 
that construction companies should have dynamic capabilities. Section 2.2 
describes the main part of the theoretical framework based on dynamic 
capabilities focusing on the different strands of research on dynamic 
capabilities. In addition, this section provides a thorough review of the 
development, and transferability of dynamic capabilities and their influence on 
path dependency. 

2.1 Construction context 

Construction is an important sector that contributes greatly to the economic 
growth, social progress and protection of the environment (Groak, 2002; Sev, 
2009). The output of the construction industry constitutes one-half of the gross 
capital and is 3± 8% of the gross domestic product (GDP) in most countries 
(Arditi and Mochtar, 2000). For example, the total output for the Swedish 
building product sector is approximately 3%. The construction sector is 
characterized by diversity, comprising a wide range of manufacturers and 
products (Rundquist et al., 2013). Manufacturers range from small 
manufacturing concerns to large multinational companies. Similarly, materials 
and products range from basic aggregates and timber products to very 
sophisticated service systems (ibid). 
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The construction supply chain is characterized by instability, fragmentation, and 
separation between the design and the construction of the built object (Vrijhoef 
and Koskela, 2000). Fixed-price contractual mechanisms based on short-term 
relationships dominate and control the fragmented supply chains (short-term 
inter-organizational relationships), partly in order to cope with uncertainties and 
variations of market volumes and customer (client) expectations (Bajari and 
Tadelis, 2001). Contractual procedures used to adjust compensation in fixed-
price contracts are called change orders, and are a major source of profit for 
construction companies (Eriksson and Westerberg, 2011). In addition, there are 
long- and short-term variations in the house-building market, caused by potential 
market constraints and unpredictable variations stemming from the ways in 
which municipalities and authorities interpret and enforce building regulations 
(Viking and Lidelöw, 2015) as we all as changes to those regulations. As a result, 
traditional contractors only provide services to produce a product/project 
(Flanagan et al., 2007). Where construction companies differ from most 
industries is that the final product is assembled on-site, rather than being shipped 
to its final point of use. Construction shares this site production characteristic 
with agriculture and extractive industries such as timber, mining etc. (Ballard 
and Howell, 1998; Winch, 2003).  

2.1.1 Construction market development in Sweden 

The construction industry had years of stable growth until the banking and 
currency crisis in the early 1990s. The Swedish banking crisis happened in late 
1992, after the Norwegian crisis a few years earlier and around the same time as 
the Finnish and Japanese crises (Englund, 1999). This was followed by a 
sustained and exaggerated increase in asset prices – a ‘bubble’. The bubble 
eventually burst, causing a dramatic fall in prices and disruption of asset markets 
(in particular for real estate) and widespread bankruptcies (ibid). This, in turn, 
led to changes in the structure of the construction sector, where middle-sized 
construction companies were wiped-out due to bankruptcies or they were bought 
up by one of the big construction companies, leaving only small and big 
companies in the sector (Hassel and Gunnerbeck, 2005).  

On the other hand, Jonsson (1996) pointed out that the underlying factor for the 
dramatic fall in the Swedish building market could have been low productivity 
growth and rapidly increasing costs in the building industry. The second 
financial crisis came when the US government refused to bail out Lehman 
Brothers in 2007 (Von Hagen et al., 2011). This led to another construction crisis 
due to the decline in the real estate market (Boverket, 2012). Since then, the 
construction market has been steadily growing. 
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Until 1994 the construction industry was governed by material-based 
regulations, resulting in most high-rise buildings being built from concrete or 
steel (ref). Since concrete was the most widely used material in larger housing 
projects, technological development was in the hands of companies involved 
with large projects. With their dominant market position from the 1950s to this 
day, the on-site production was enhanced with an industrialized approach. The 
development of industrial way of working came from the increased housing 
demand (Miljonprogrammet) and that large investment in standardized 
prefabricated elements could be off-set on the market. The use of materials other 
than concrete was limited by building regulations and lack of knowledge among 
designers and technical engineers.  

In 1994, the transition was made to function-based building regulations across 
Europe, allowing wood-based construction companies to enter the market and 
start building wooden high-rise buildings. This also led to increased cooperation 
across professional boundaries, leading to the creation of longer-term 
relationships, strategic alliances and a tendency to use design and build 
contracting (Nord, 2008). Wood construction is characterized by greater use of 
prefabrication (off-site), shorter construction times, a more accurate planning 
process and quality assurance of the production system (Johansson, 2013b; 
Jansson et al., 2014). Taken together, these new circumstances entail a different 
process from concept to completion compared to that used by traditional 
construction companies, and one that is much more similar to production 
systems used in other industries (Jonsson and Rudberg, 2014). 

2.1.2 The house building market today 

The overheated housing-construction market and accompanying price and cost 
developments pave the way for rushed solutions and reduced resource 
efficiency. In addition, Swedish society faces significant challenges due to sharp 
population growth coupled with intensive urbanization, ambitious goals for 
reducing climate change, and maintaining employment at a high level (Brege et 
al., 2017). As a result, the demand for increased construction of homes and 
premises is evident. The most important thing to note is the gap between current 
production and future needs. Since 2012, there has been a shortage of 
approximately 100,000 homes and the housing shortage is now acute. In its latest 
forecast, Boverket (2017) predicts the completion of approximately 95000 
homes last two years, compared with the building requirement of 88000 
annually. This discrepancy means that today's problems will increase further.  
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2.1.3 Industrialized house-building from an exploitative and explorative 
perspective 

Traditional house-building companies create and maintain abilities to handle 
short-term variation to cope with these building process characteristics of 
dealing with unique projects, temporary project organizations (Koskela, 2000). 
With a broad resource base, traditional house-building companies can adapt their 
exploitative operations strategy to fit the current market situation. In other words, 
by creating very broad operational platforms ready to serve the entire market 
(Lessing and Brege, 2015) traditional house-building companies employ an 
exploitative strategy focused on flexibility. 

Lessing (2015) concluded that IHB has the following characteristics: 
prefabricated components are assembled to produce buildings; production 
systems are designed to cater for specific niche markets, and production systems 
are maintained and updated in order to meet the needs of customers. 
Uusitalo et al. (2017) observed that IHB companies demonstrate capabilities to 
handle both short-term exploitation variation and long-term exploration 
variation and risks in the dimension of market and operations (Figure 2).  
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Figure 2. An analytical model of IHB from a dynamic capability perspective 
(Uusitalo et al., 2017) 

IHB companies have the capabilities to secure and extend the market position 
over time, by meeting customer’s needs (i.e., exploring their market position). 
They also show capabilities in dimensions of exploring the operational platform 
through long-term planning and development of employees in order to secure 
production over time through product development and innovation in each 
house-building project (Jansson et al., 2014). Exploiting the operational platform 
is the capability to use existing resources to engage the operational platform in 
building projects. The platform is the foundation for the creation of exploitation 
in the form of established standards, to ensure efficiency. Lastly, IHB companies 
strengthen their market position through product development in order to exploit 
the operational platform in specific projects.  

Product and platform development require a clear perception of the customers’ 
needs, requirements and priorities in order to tailor attractive and competitive 
product concepts (Ulrich and Eppinger, 2011), specifically when aimed at 
certain market segments (Meyer and Lehnerd, 1997). Bonev et al. (2015) found 
that utilizing platforms does not necessarily involve a trade-off between 
exploration in favor of exploitation and efficiency, but rather involves 
management of exploitation and exploration toward the target market segment.   

2.2 Dynamic capabilities 

Organizations need to match their internal resources to external changes in the 
environment to survive in the long run (O’Reilly and Tushman, 2008). In other 
words, an organization’s degree of internal specialization needs to be as high as 
the environment’s variability, as the law of requisite variety states (Ashby and 
Goldstein, 2011). The dynamic capability approach emphasizes the development 
of management capabilities and difficult-to-imitate combinations of 
organizational, functional and technological skills. It draws upon and integrates 
research in such areas as the management of R&D, product and process 
development, technology transfer, intellectual property, manufacturing, human 
resources, and organizational learning (Teece et al., 1997). Teece (2007:1319) 
suggests dynamic capabilities should be characterized by their “capacity to (1) 
sense and shape opportunities and threats, (2) seize opportunities, and (3) 
maintain competitiveness through enhancing, combining, protecting, and when 
necessary, reconfiguring the business enterprise’s intangible and tangible 
assets”. 
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Strategic management literature applies the term ‘dynamic capabilities’ when 
referring to adapting, integrating and reconfiguring internal and external 
organizational skills, resources, and functional competencies to address changes 
in the operating environment (Teece et al., 1997; Teece, 2007). Li and Liu’s 
(2014) study of 217 companies shows that dynamic capabilities have a positive 
effect on competitive advantage and that environmental dynamism is an 
important driver. Ambrosini and Bowman (2009) propose that fine-grained case 
studies of companies which have been able to sustain a competitive advantage 
over time in dynamic environments can offer some important insights into how 
to remain competitive in a world of intense competition. 

Operational capabilities enable a company to make a profit on a day-to-day basis, 
i.e. to reach short-term success by fulfilling today’s tasks and goals as well as 
current customer needs (Winter, 2003; Danneels, 2016). Operational capabilities 
sustain the status quo, although they are not necessarily immutable; they can be 
improved and developed, leading to incremental improvements, for example, in 
existing products or production lines. In fairly stable environments, companies 
prosper by building and deploying operational capabilities. But stability is hardly 
ever the case in today’s global business world. That is why dynamic capabilities 
are needed – to enable organizations to succeed as circumstances change (Helfat 
and Winter, 2011). Dynamic capabilities, in contrast to operational capabilities, 
refer to “the capacity of an organization to purposefully create, extend, or modify 
its resource base” (Helfat et al., 2007). Furthermore, Winter (2003) argues that 
dynamic capabilities are born, not made – i.e., Winter doubts such capabilities 
can be deliberately created or influenced by managers. The basic assumption of 
the dynamic capabilities framework is that core competency should be used to 
modify short-term competitive priorities that can be then used to build a longer-
term competitive advantage. With dynamic capabilities, a company renews and 
adjusts its resource base, assets, and competencies in order to address the 
changing demands in the environment and to achieve long-term success (Teece 
et al., 1997; Helfat et al., 2007; Teece, 2007;). 

Zollo and Winter (2002) argue that dynamic capabilities arise from learning and 
that they constitute the company´s systematic methods for modifying operating 
routines. Zollo and Winter (2002) identify three learning mechanisms 
(experience accumulation, knowledge articulation, and knowledge codification) 
in their research on how dynamic capabilities are developed and evolved. 
Madsen (2010) criticized these definitions, exposing their weaknesses from a 
development view, and suggested a dynamic capability framework focusing on 
the development and evolution of dynamic capabilities.  
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Table 1. Definitions of dynamic capabilities 

 

Table 1 summarizes a number of definitions of dynamic capabilities in the 
literature. Teece et al. (1997) define dynamic capabilities as an “ability” (or 
“capacity”), stressing the essential role of strategic management. In so doing, 
Teece et al. (1997) extended the resource-based view by suggesting a different 
kind of capability, followed by Winter (2003) and Helfat et al. (2007). Eisenhardt 
and Martin (2000) defined dynamic capabilities as processes or routines and 
presented dynamic capabilities as specific identifiable processes. In contrast, 
Zollo and Winter (2002) define dynamic capabilities as processes or as a learned 
and stable pattern of activities. 

Author Definition
Teece and Pisano (1994) The subset of the competence and capability that allows the 

company to create new products and processes and respond to 
changing market requirements

Teece , Pisano and Shuen (1997) The company´s ability to integrate, build and reconfigure internal 
and external competences to address rapidly changing environment

Eisenhardt and Martin (2000) The company`s processes that use resources – specifically the 
processes to integrate, reconfigure, gain, and release resources – to 
match and even create market change; dynamic capabilities thus are 
the organizational and strategic routines by which firms achieve new 
resource configurations as markets emerge, collide, split evolve and 
die

Teece (2002) The ability to sense and then seize opportunities quickly and 
proficiently

Zollo and Winter (2002) A dynamic capability is a learned and stable pattern of collective 
activity through which the organization systematically generates and 
modifies its operating routines in pursuit of improved effectiveness

Winter (2003) Those (capabilities) that operate to extend, modify, or create 
ordinary capabilities

Zahra, Sapienza and Davidsson (2006) The abilities to reconfigure a company`s resources and routines in 
the manner envisioned and deemed appropriate by its principal 
decision maker(s)

Helfat et al (2007) The capacity of an organization to purposefully create, extend, or 
modify its resource base

Teece (2007) Dynamic capabilities can be disaggregated into the capacity (a) to 
sense and shape opportunities and threats, (b) to seize 
opportunities, and (c) to maintain competitiveness through 
enhancing, combining, protecting, and when necessary, 
reconfiguring the business enterprise`s intangible and tangible
assets

O’Reilly and Tushman (2008) Dynamic capabilities is the ability to simultaneously explore and 
exploit.
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2.3 Development of dynamic capabilities 

There are two main approaches explaining how dynamic capabilities develop or 
evolve. The first approach explains dynamic capabilities as several processes 
and mechanisms employed by the organization to address changes in the 
environment. These processes and mechanisms integrate, build and reconfigure 
internal and external competencies (Teece et al., 1997; Eisenhardt and Martin, 
2000). Eisenhardt and Martin (2000) suggested that the main learning 
mechanisms are likely to be repeated practice (and consequent experience), past 
mistakes, and the pace of experience. Cohen and Levinthal (1990) and Zahra and 
George (2002) support this view, claiming that organizational capabilities are 
developed through repeated practice. In addition, Zahra et al. (2006:927) 
suggests that “As companies exercise their capabilities in similar and dissimilar 
circumstances, they learn more about cause-effect relationships and how to 
achieve desired results”  
The second and predominant view on the development of dynamic capabilities 
focuses on learning mechanisms. Zollo and Winter (2002) argue that the 
development of dynamic capabilities is a function of coevolution of three 
learning mechanisms: (1) experience accumulation, (2) knowledge articulation 
and (3) knowledge codification. While Teece et al. (1997) strongly emphasize 
that processes and mechanisms to integrate, build and reconfigure internal and 
external competencies are key to the development of dynamic capabilities, they 
leave open the question of where such processes and mechanisms come from.  

2.4 Dynamic capability dimensions 

In order to understand how and why dynamic capabilities develop, a better 
understanding of what they are is needed. Building upon Teece et al. (1997), 
Eisenhardt and Martin (2000) and Zollo and Winter (2002), Madsen´s (2010) 
comprehensive literature study identified almost 50 dynamic capabilities and 
argued there are four generic types of dynamic capabilities. These types provide 
a framework that provides a better understanding of the concept (Figure 3). The 
problem with the definition by (e.g., Collis, 1994; Griffith and Harvey, 2001) is 
that dynamic capabilities cannot be studied individually, rather they have to be 
studied through an evolution of measurable results associated with dynamic 
capabilities. Teece et al. (1997) and Eisenhardt and Martin, (2000) claim that a 
company can integrate, build and recombine its skills even though the 
environment is changing at a slower pace.  

It should be added that change, unrelated to the external environment, may occur 
within the company itself, such as changes in key staff necessitating a change of 
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routines. Therefore, it seems inappropriate to limit dynamic capabilities to only 
deal with the environment. Hence, the definition suggested by (e.g., Zollo and 
Winter, 2002; Winter, 2003) regards dynamic capabilities as something that 
makes a company dynamic. 

Zollo and Winter (2002) describe searching/variation and evaluation/selection 
as two of the three steps that explain dynamic capabilities, and which can be 
understood as activities that lead to exploration; whereas codification 
(routinizing) can be understood as an exploitative activity. Accordingly, 
exploration includes activities such as searching, experimentation, variation, 
discovery, innovation, and variation, while exploitation includes activities like 
production, effectiveness/efficiency, and implementation. Furthermore, 
activities such as renewal of internal resources and integration can be regarded 
as exploration, while reconfiguration and acquisition of resources can be 
understood as exploitation (March, 1991). 
 
 

 
Figure 3. Dynamic capability framework (Madsen, 2010) 
According to Madsen´s (2010) framework, dynamic capabilities consist of 
capabilities on three different levels.  
Madsen´s (2010) dynamic capability framework further shows that dynamic 
capabilities are created and developed in dimensions of exploit/explore nad 
Internal/external. Exploit/explore is a balancing process between existing and 
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future activities in the company. This can be seen as an exploration of new 
possibilities versus exploitation of existing resources. Internal/external 
dimension focuses on how these processes are executed, specifically whether 
they exhibit internal or external characteristics (Figure 4)  

 
Figure 4. The two dimensions and main types of dynamic capabilities (Madsen, 
2010) 
By placing the four main types of dynamic capabilities in the bottom level in 
Figure 3 the illustrating dimensions included in each of the dynamic capabilities, 
illustrating that organizations’ focus may vary between different kinds of 
dynamic capabilities over-time. As shown in Figure 4, the quadrants ‘external 
exploration’, ‘external exploitation’, ‘internal exploration’, and ‘internal 
exploitation’, can be defined along the axes internal/external and 
exploration/exploitation, much like Uusitalo et al. (2017) in their study of 
reciprocal effectiveness in the IHB case company 

External observation and evaluation is an explorative dynamic capability that 
attempts to discover potential opportunities and identify new business models by 
observing the market. A company must have the ability to evaluate the 
environment and to develop new ideas and business opportunities. Studying and 
evaluating new ideas can provide insights into how existing problems or new 
challenges may be managed or solved (Zollo and Winter, 2002)  
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Renewal of internal resources is also an explorative dynamic capability having 
an inwards focus on the configuration and integration of resources within the 
organization. Important and distinctive features of this capability include the 
ability to improve or adopt a business concept when resources are introduced, 
combined or modified (Eisenhardt and Brown, 1999). The new resources have 
to be embedded in the existing resource configuration in order to create value. 
Thus, employees are a very important factor in the implementation of this 
dynamic capability, as mobilization of employees can often have a big impact 
on capacity increase and creative thinking. Employees must be flexible and 
willing to accept frequent changes in work tasks, routines, procedures and 
responsibilities (Teece et al., 1997).  

Acquisition of external resources focuses on acquiring resources from external 
sources and exploiting them. This dynamic capability acquires external 
resources through different connections and networking with relevant 
organizations pursuing a mutually beneficial collaboration for both parties 
(Madsen, 2010). Accordingly, by establishing personal relationships built on 
trust with relevant business connections, the risk of opportunistic behavior can 
be reduced to secure access to important resources (Hall, 1993).  

Reconfiguration of internal resources focuses on converting or altering internal 
resources. This may occur through imitation or adoption of external processes, 
where newly acquired knowledge and approved choices are adapted for use in 
new competitive situations (Zollo and Winter, 2002). As a consequence this 
provides the opportunity to experiment with new ideas and reorganize the 
company´s resources, learning in the form of repetition and experiments (Teece 
et al., 1997) and resource relocation, adaptation and cooperation (Eisenhardt and 
Martin, 2000). A simple organization structure can often be an advantage, 
minimizing internal inertia and thereby increasing flexibility and agility (Dess et 
al., 1999). The exchange of staff between different companies can enhance the 
renewal of internal resources and provide a source of external resources 
(Madsen, 2010). 

2.5 Path dependency  

In order to understand how a company develops over time and how its resources 
are expanded or altered to address change, Figueiredo and Teece (1996) 
suggested it is necessary to examine how the company’s past actions may have 
influenced its current position. Furthermore, Teece (2003) argued that previous 
events in an organization’s history will to some degree constrain and affect its 
future behaviour. Path dependency develops over time as the configuration, 
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understanding and ‘automatic’ processes of capabilities are embedded in what a 
company does and how it does it. Learning and behavioral theories of 
organizational change recognize that decisions to change are dependent on the 
willingness to change, the awareness of the need to change, and the perceived 
capacity to change effectively (Ball, 2010; Bonev et al., 2015). 

The idea of path dependency assumes that decisions are open to revision initially, 
but from a certain point in time onwards, past decisions increasingly constrain 
present and future choices (Teece et al., 1997). Path dependency refers to the 
idea that events and decisions that have taken place in the past constrain current 
decisions and future ways of working (ibid). These constraints can be seen as a 
build-up of inertia, and may have a negative or positive effect on the company. 
As noted earlier, past actions usually hinder the company from evolving in some 
preferable direction (such as substantial investments in machinery) (Pisano and 
Shih, 2009). On the other hand, past actions may serve as a competitive 
advantage in supporting company development (a company’s historical 
background, for example, may support a change in the business context). Kogut 
and Zander (1992) argue that future options are constrained by history since the 
creation of new skills is based on the extant capabilities of a company. 

Patchell (2002) argues that large national house builders and those operating at 
the local or regional level are constrained by path dependency in different ways. 
The former have sought growth through substantial investment in economies of 
scale and scope, which has necessitated a geographical expansion at the cost of 
sacrificing local responsiveness. The latter are constrained by local traditions, 
workforce, materials, and relations, which afford some competitive advantages 
at the expense of the longitudinal scope of their activities. Patchell also argues 
that the local embeddedness of smaller house builders has meant that the national 
companies face the challenge of creating a sales-and-distribution infrastructure 
that is able to interact with customers locally. 

2.6 Transferability of dynamic capabilities 

Sustaining a competitive advantage depends to a great extent on the 
transferability of a dynamic capability (Kogut and Zander, 1992). If a dynamic 
capability is easy to replicate or transfer, it is hardly a source of competitive 
advantage. The transferability of a dynamic capability, in turn, depends on 
whether it influences a company’s development (Teece et al., 1997). The 
ongoing discussion about the degree to which dynamic capabilities are 
transferable has divided scholars. Teece et al. (1997), for example, argue that the 
evolution of dynamic capabilities is based on the history of the company and 
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consequently difficult for a competitor to reproduce, whereas Eisenhardt and 
Martin (2000) believe that dynamic capabilities can be transferred between 
companies.  
Teece et al. (1997) believe that the path traveled by a company is a result of its 
current position. This link makes the strategic choice of a company path-
dependent, constrains the transferability of competencies or capabilities even 
within a company, implying a certain uniqueness to a company’s dynamic 
capabilities. Similarly, Kogut and Zander (1992) argue that future options are 
path-dependent since the creation of new skills is based on the extant capabilities 
of the companies. Hence, they view organizations as superior to markets in 
transferring knowledge between members of the organization, suggesting that 
history matters. Moreover, the path traveled by an organization determines its 
capabilities today (i.e. path dependency), suggesting they are to some degree 
unique to an organization and cannot be transferred that easily due to path 
dependency (Teece et al., 1997). Consequently, opportunities for competitors to 
mimic a company’s dynamic capabilities are limited, which in turn makes a 
competitive advantage sustainable (ibid). 

Others believe that dynamic capabilities have many common features across 
companies and are much more interchangeable. Zander and Kogut (1995) 
studied the speed of the transfer of capabilities across an organization and found 
that the speed is influenced by the degree of codification and how easily the 
capabilities are taught. This supports the view that capabilities are imitable 
within the same organization. It follows that the easier it is to copy capabilities 
within a company, the easier they can be transferred to other companies. 
Eisenhardt and Martin (2000) supported this view by arguing that dynamic 
capabilities are not vague, instead, they are identifiable processes, such as 
product development or strategic decision-making, that have been researched 
extensively. Accordingly, these processes have common features that can be 
interpreted as best practice (ibid). Hence, best practice can be seen as the transfer 
mechanism for dynamic capabilities, supporting the view that dynamic 
capabilities are interchangeable and can be transferred between companies. 
Accordingly, a competitive advantage based on dynamic capabilities cannot be 
sustainable over a longer period of time. (Eisenhardt and Martin, 2000) 

2.7 Theoretical framework used in the analysis 

The model of dynamic capabilities due to Madsen (2010) was used to understand 
the development of an IHB company from a dynamic capability perspective. 
Madsen´s model was derived from a comprehensive literature study, and has 
been used (Madsen, 2012) to empirically explore how dynamic capabilities can 
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be created within small- and medium-sized companies that have an 
entrepreneurial orientation, much like the company used in the case study 
described in this thesis (Madsen also used a longitudinal case study, which also 
speaks for this model.). To account for the contingency reasoning in this thesis, 
construction industry influence and path dependency is also integrated into the 
analysis as development and change must occur over time (Easterby-Smith et 
al., 2009). Finally, transferability of dynamic capabilities are also analyzed as 
these may influence the emergence and development of dynamic capabilities 
(e.g. Teece et al., 1997; Eisenhardt and Martin, 2000; Winter, 2003). 

 

Figure 5. Model of analysis 

2.8 Interpretation of the model of analysis 

The model of analysis, illustrated schematically in Figure 5, is the interpretation 
in this thesis of how contingency and different theoretical strands of research 
influence the development of dynamic capabilities. At the core of the model is 
the company. Madsen’s model is encapsulated within the square, which 
represents a company. It is here that dynamic capabilities will emerge and/or 
develop.  
The clouds represent three different factors that could influence the development 
of dynamic capabilities in a company as discussed by e.g. Winter, 2000; Teece 
et al., 1997. The use of clouds reflects the conflicts, uncertainty, and fuzziness 
when it comes to the definition of these factors in general and specifically as 
influencing factors in the longitudinal development of an industrial house 
building company. 



  THEORETICAL FRAMEWORK 
 

 

23 

2.9 View on dynamic capability in this thesis 

The stand taken in this thesis leans against Teece et al. (1997) definition of 
dynamic capabilities; “the firm’s ability to integrate, build, and reconfigure 
internal and external competences to address rapidly changing 
environments”.The key word is reconfiguring, meaning how a company 
manages to simultaneously exploit and explore. In the same matter, development 
of dynamic capabilities follows, Teece et al. (1997) as they emphasize that 
dynamic capabilities develop through build and reconfiguration of internal and 
external competencies. Madsen (2010) shares this view that the key is how 
companies change and reconfigure capabilities which make them dynamic. 
Although Madsen is leaning more towards Zollo and Winter (2002), who have a 
slightly different view on dynamic capabilities (see table 1), there are aspects in 
Madsen’s framework that shares the view (dynamic capabilities develop in two 
dimension) take in this thesis. This line of reasoning is consistent with the 
findings done by the author in the initial study (Uusitalo and Engström, 2016) 
and study 1 (Uusitalo et al., 2017). The initial study showed that companies 
should also be aware of the external factors affecting the company and not only 
focusing on the reconfiguring of internal resource. Study 1, showed that the 
selected case company used a strategy to exploit and explore, to compete on the 
market.  

The influence of path dependency on the development of dynamic capabilities 
in this thesis follows Teece (2007) argument that previous events in an 
organization’s history could to some degree constrain and affect its future 
behavior. Transferability of dynamic capabilities follows Teece et al. (1997) 
view, that evolution of dynamic capabilities is based on the history of the 
company and consequently difficult-to-imitate.  

However, as earlier stated, the theoretical definitions and the empirical analysis 
do not strictly just follow one stream of dynamic capability literature as there are 
other aspects, (see table 1) that other researchers have weighed in the dynamic 
capability discussion, how they develop, are managed and transferred 
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3 METHODOLOGY 

This chapter illustrates the researcher journey, research design, method, applied 
case, empirical data collection which can be seen as a guideline for the research. 
Delimitations are also discussed to build credibility in this thesis. 

3.1 Research methodology 

This section is written in an active voice as I recognize how my journey has had 
an impact on my research and the research process as well as on how I interpret 
information. 

3.2 Background to the research 

My research journey began in 2015 when I became a member of the research 
group Industrialized and Sustainable Construction at Luleå university of 
technology. Before taking part in the research, I was working in the construction 
and process industry in varies managing position, mostly related to production. 
During this time, I got to know the peculiarities of the construction context and 
I acknowledge that this background that I have and the experience that I got, 
have affected my research. More specifically, my background has influenced me 
into focusing initially on production related issues such as increasing efficiency, 
as this was one of the main issues I was struggling with when I was working as 
production manager. 

When I got the opportunity to start working as a Ph.D., my first initial studies 
were conducted at an industrialized construction company, production 
component to the construction market. The main focus was on finding 
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bottlenecks in production, as accordingly, is the first step essential step towards 
improving efficiency, stability and overall manufacturing capacity (Roser et al., 
2015). The literature on operations strategy where used as a starting point to get 
an understanding of the situation and the theory of constraints (Goldratt and Cox, 
1984) became the lens used. Actually, this book, Goal by Goldratt and Cox 
(1984) can be one of the reasons why the case company studies, stumbled into 
efficiency thinking, and later into exploring lean philosophies. As explained by 
one of the respondents: 

“Definitely from my perspective was the book (Goal) that I gave them. I read it 
during Christmas I thought that okay, now I have an explanation model for 
how to measure an effective factory. So I bought that book and gave it to the 

case company's management team. Read it. But for me, it was the book Goal by 
Goldratt of the theory of constraints that gave me an explanation model on 

how to measure and how to explain a good factory from a bad factory 
[respondent 5]. 

The management team in the initial study company talked about investing in an 
additional robot to increase the output of the production. During this initial 
studies, it became clear that having just an internal perspective focusing on 
production related issues (in this case, adding additional robots), may not be 
enough to improve efficiency and that external influence could have a big impact 
on the production and there can be little a company can do to control this. One 
good example was how trends in the market could affect the production due to 
what customers chose. To my surprise, the efficient problem the company had 
was not only due to inefficient processes or employees but also due to external 
factors. Market trends had changed and with that change, the quality of some 
critical components had dropped as the component manufacturer had changed 
their priority, putting more focus on the components that market demand. This 
quality drop meant that tolerance in the components increased, which in turn 
increased the variation in the production, resulting in efficiency problems.  

Hence, this insight I got that there are both internal and external factors that a 
construction company must deal with and they must have an ability to handle 
both short-term exploitation variation, long-term exploration variation, made me 
turn toward the research done in the field of IHB and strategic management. To 
my surprise, much of the research in the field of IHB has been done by 
researchers with a production background (e.g. Lessing, 2015 and Jonsson, 
2017), just like me, looking mainly form an internal exploitation perspective 
(e.g. Lennartsson, 2012; Jansson et al., 2014; Meiling et al., 2014; Lundkvist, 
2015 and Jonsson and Rudberg, 2015), in a certain point in time. However, there 
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is not much research in IHB as how companies handle exploitation and 
exploration, especially how they handle it over time, and therefore the interest 
in strategic management, more exactly, dynamic capabilities arise as it is a way 
of balancing between short-term and long-term performance (Teece et al., 1997; 
Helfat et al., 2007). 

 

Figure 6. Research design 

The main unit of observation was initially selected based on a need that the case 
company had (i.e. detect bottlenecks in production). Production efficiency 
related issues were found to be more complex and just exploiting current 
resources or just using a production view (i.e. internal view), would not be a 
proper approach, but exploring the market and use an external perspective can 
be an important mean to long-time survival and competitiveness (Uusitalo and 
Engström, 2017) 

Insights following from the above led up to study one (see Figure 6), exploring 
how IHB companies’ coordination takes place and the dynamic aspects of the 
coordination (Paper I). Two IHB companies were studied to get an 
understanding of how IHB companies coordinate between exploitation and 
exploration. Interviews were conducted with representatives from marketing (to 
represent the external perspective) and operations (to represent internal 
perspective). The result from the study showed that an IHB company use both 
an exploitative and explorative strategy in dimensions of market and operations 
to handle the market variations, resulting in paper I. Hence, four different 
dimensions from a dynamic capability perspective can be distinguished in an 
IHB company (see further chapter 4.1) 
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The outcome of study one, initiated study two, as the dynamic capabilities to 
manage exploitation and exploration found to be of importance in the previous 
study. To be able to study dynamic capabilities, study two were conducted at one 
of the case companies in the previous study. The IHB company found to apply 
five managerial activities that form the company’s dynamic capability to manage 
exploration and exploitation (see further conclusions in paper II). Findings also 
show that collaboration and entrepreneurial mindset have enabled the company 
to change its focus over the years, in response to external changes and market 
needs, in addition to the influence of path dependency (see further conclusions 
in paper III). 

With the new findings from paper II and III, the curiosity in me grow, led to the 
present purpose, to explore even deeper how an IHB company have evolved 
during the years and how dynamic capabilities can be understood in the IHB 
context (see findings in chapter 5). 

3.2.1 Research design 

Research design strategy enables research questions to be answered by coupling 
the research questions together with the purpose of the research project. (Robson 
and McCartan, 2016). 

Next, I will describe the logic of my research to reach the goal at the end. The 
logic and the methodology is closely related and the research process has 
emerged over time rather than followed a specific path chosen in the beginning. 
This due to the exploratory nature of the research in dynamic capabilities (e.g. 
Easterby-Smith et al., 2009; Godfrey and Hill, 1995), context-specific 
assessments of dynamic capability often rely on qualitative research; that’s why 
I chose a qualitative research approach (e.g. Rouse and Daellenbach, 1999). In 
order to gain a deeper understanding of dynamic capabilities in an IHB company, 
I chose an in-depth longitudinal case study approach as proposed by e.g. 
Eisenhardt, (1989); Eisenhardt and Graebner, (2007), as the purpose was to 
investigate how the company has developed over the years.  

The longitudinal case study and how I chose the case company was achieved by 
the accessibility to rich data. I chose a case study as it could be considered a 
robust research method particularly when a holistic, in-depth investigation is 
required (Yin, 2011). A case study also supports my intention to gain an “in-
depth” understanding of the phenomena in a “real-life” setting, as I wanted to 
get a deeper understanding of the development of dynamic capabilities in an IHB 
company. By using a single case (Yin, 2011), which considered appropriate, 
according to Siggelkow’s (2007) precepts for convincing case studies. First, the 
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novelty of the case is clear, in that the case company has a reputation for being 
a successful forerunner in the development of IHB in Sweden. Second, the 
company’s characteristics would not be expected to exist to the same extent in 
other average companies in its sector, so the case study company is atypical. 
Third, the potential for insights is high, in that the results reveal endogenous, 
theoretical traits, illustrating the company’s characteristics that might otherwise 
remain unseen (Siggelkow, 2007) 

In order to do a longitudinal study, there must be a possibility to access available 
data and knowledge of the company over the studied period. Therefore, the 
choice from a rather pragmatic viewpoint was that this company has been 
followed and has been letting it be followed for a long time. In addition, I had 
through my research group access to that data material. An important part of why 
I chose the case company. 

The longitudinal study was achieved through a combination of archival data 
(resulted in a process map, see Appendix 1), and interviews. This can partially 
be seen as a retrospective study in the sense that I have used historical research 
data (with have been studies in real-time) to pinpoint specific event in the 
external and internal environment (Mills et al., 2010). Then I asked the 
respondents in the study to reflect backward, how they remember the different 
events.  

When it comes to retrospective studies, there are subject to at least two threats 
to validity in addition to those typically associated with case study designs 
(Milles et al, 2010). The first threat is the recall effect that can introduce 
inaccuracies because of the respondent’s imperfect recall of historical events. 
Recall effects can be even more of a problem the further back in time a 
respondent is asked to recall, because of the possibility for the relative 
importance of events to become mixed increases with time. The second threat is 
the spoiler effect, which arises from the unintentional skewing of results that can 
happen when researchers have prior knowledge of the outcomes related to a 
sequence of events (ibid). However, to compensate for that uncertainty, I 
crosschecked if the historical data and the respondent's interviews were inline.  
The archival data (table 2) was sorted through an iterative process, where the 
base was the different dissertations made at Luleå university of technology and 
the company history report (Westerlund, 2009). When saturation was achieved 
(I thought I had a good overview of the internal and external events), the specific 
event was put into a process maps (Figure 7; appendix 1) illustrating the 
development of the company. The process map was used as a base in the 
interviews and crosschecked to validate the correctness of the events (ensure 
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research quality). In addition, the process maps were validated (in case some 
specific event wasn’t on the map) by two persons in leading positions in the case 
company, that have worked there during the studied time period, and by two 
researchers that have worked in close collaboration with the case company and 
had been involved in the research studies I used in the mapping (ensuring 
research quality). This can be seen as triangulation to strengthen the research 
validity (e.g. Yin, 2011). Denzin (1989) argues that triangulation is important in 
research if the researcher is to find evidence for, explain, predict or understand 
certain empirical phenomena. Triangulation is also a common technique to 
eliminate validity threats in a case study (Bryman and Bell, 2011; Denzin, 1989; 
Yin, 2011). These archival data is considered to strengthen the internal validity 
as well as the construct validity, and the information acquired from them is 
definitely of high reliability (i.e. research report and dissertations). 

 

Figure 7, the schematic figure of the process map 

Table 2. Archival data 

 Archival data Focus 

Te
ch

ni
ca

l r
ep

or
ts

 Stehn and Jonsson, 2000 Partnering and customer orientation for 
market segmentation 

Olofsson et al., 2004 IT Strategies for Flexible Industrial 
Construction. The problems that 
company B is experiencing today is 
mainly due to the lack of information 
management 
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Lidelöw et al., 2010b     The goal of the Design Optimization 
project has been to ensure fire, 
stabilization and strength function for 
volume-built houses up to 6 floors 

D
is

se
rta

tio
n 

Bergström, 2004 How industrialized timber frame 
housing companies are aiming for 
construction process and supply chain 
improvements. IT systems for 
production processes, an ERP system 
implementation. Increased customer 
focus 

Björnfot, 2006 Lean construction can be used to gain a 
deeper understanding of Swedish multi-
storey timber housing production 
process  

Höök, 2008 Company B ambition and the future 
vision of the company is to control the 
information 
flow much better. To reduce waste 
occurring in production defects.  

Meiling, 2010 At the time of the survey this company 
had been implementing Lean 
production as their overall improvement 
strategy for a year. Continuous 
implementation of 5S (sort, straighten, 
shine, standardize, sustain) throughout 
all parts of the construction process, i.e. 
sales, purchase, design and on-site 
assembly of units 

Lennartsson, 2012 Company is to be “the clients’ primary 
choice to build, house and live”. 

Jansson, 2013 Result of the studies is the way in 
which case company has developed the 
process part of their platform 
framework to incorporate 
distinctiveness parameters (i.e. client 
type, building levels, project size, 
functional use etc.). 
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I chose to do a process mapping for two reasons and put into a timeline, 
separating external and internal events to distinguish if the development of a 
specific dynamic capability was from an external or internal trigger, in line with 
the dynamic capability view (e.g. Teece et al., 1997). First was to compensate 
for the retrospective interviews, and second to get a roadmap of what the 
company has done during the time, both internally and externally and why.  

3.2.2 Data collection 

The research design and the data collection is presented in table 3. The main data 
collection (more detailed description can be found in paper I-III) method was in-
depth, semi-structured interviews that were conducted between April 2017 and 
September 2018. Altogether ten interviews were conducted, where'res eight 
respondents were connected to the case company. These eight respondents’ 
interview data were used in the analysis. Three of the respondents had over thirty 
years of experience of working in the company. Both of the subcontractor 
managers had owner 20 years of working in the industry, wheres the two 
university professors had intensively collaborated with the case company over 
the last twenty years when guiding students writing academic articles on the 
operations of the company. All of the respondents had been active in the 
company during the period in which it had been transformed into an 
industrialized company (table 3). By choosing to only interview personnel who 
met these criteria, the number of respondents became limited. However, the 
small but targeted selection ensured that the interviewed personnel could speak 
about the managerial activities of the organization. The respondents had 
firsthand witnessed the changes in the organization from a position that allowed 
them to understand the decisions that lay behind the company evolution and the 
context. The group is small, but because of their expertise and extensive 
involvement, the interviewee responses give an adequate description of the 
changes that took place in the organization. According to Romney et al. (1986), 
a small number of participants is justified in cases where the participants possess 
a higher degree of expertise on the research topic. To increase reliability and 
validity, the respondents were recorded and transcribed and crosschecked with 
the interviews to ensure transparency and quality. 
Moreover secondary data (table 2) including, archival data, university research 
reports conducted in collaboration with the case company and dissertations 
published between the years 2002 and 2015 (including several papers), a 
company history report (Westerlund, 2009), and public company reports of sales 
and collaboration agreements, where closely examined and analyzed. The data 
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from the different dissertations were using data gathered from the case company 
and revealed the point of interest the company had at some specific time. 
 
Table 3. Research design and data collection 

Research design Data collection 
April 2017 
Study 1 

Focusing on exploitation 
and exploration in 
dimensions of  market and 
operations, using a 
perspective of a business 
model construct in two IHB 
companies, Company A and 
Company B 

Semi-structured interviews with 
production manager (company a), 
marketing manager (company a), 
production manager (company B) and 
product developer (company B) 

April 2017 
- 
September 
2018      
Study 2 

Focusing on managerial 
part of the tension built in 
when pursuing both 
exploitation and exploration 
in IHB Company B 

Semi-structured interviews with one 
production manager (case company´s 
subsidiary), CEO (case company´s 
subsidiary), CEO (case company´s 
subsidiary) and CEO of the case 
company. Archival data from 2000 - 
2015, and a bibliography of the case 
company 

Explored path dependency 
and entrepreneurship and 
how Company B have 
managed the transformation 
toward an industry leader  

Semi-structured interviews with 
product developer at the case company, 
production manager (case company´s 
subsidiary), CEO (case company´s 
subsidiary), CEO (case company´s 
subsidiary) and CEO of the case 
company, Two university professors, 
CEO (Business partner). Archival data 
between years 2000 - 2015, and a 
bibliography of the case company Understanding the 

development of dynamic 
capabilities and 
characteristics from a 
dynamic capability 
perspective 
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Table 4. Interview data 

Date Role of the 
respondents 

Scope and target Coding Language  

10.4.2017 Production 
manager of the 
case company 

To understand the 
case company’s 
production operations 

Respondent 1 Swedish 

17.4.2017 Project 
developer of the 
case company 

To understand the 
case company’s 
marketing operations 

Respondent 2 Swedish 

11.6.2018 CEO of the case 
company’s 
subsidiary 

To understand how 
the case company 
works with its 
collaboration partners 

Respondent 3 English 

12.6.2018 CEO of the case 
company 

To understand the 
history of the 
company from 1993 
to 2018 

Respondent 4 English 

18.6.2018 Professor at a 
university that 
collaborates with 
the case 
company 

To understand the 
role of the 
university’s research 
activities on the case 
company’s focus 
areas 

Respondent 5 English 

19.6.2018 Professor at a 
university that 
collaborates with 
the case 
company 

To understand the 
role of the 
university’s research 
activities on the case 
company’s focus 
areas 

Respondent 6 English 

20.6.2018 CEO of the case 
company’s 
subsidiary 

To verify the path 
dependency of the 
activities in the 
timeline between 
1993 and 2018 

Respondent 7 Swedish 
and 
English 

26.9.2018 A manager of a 
company that 
transfer’s the 
case company’s 
technology 
abroad 

To understand the 
future plans of the 
case company in 
terms of technology 
transfer abroad 

Respondent 8 Finnish 
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3.2.2.1 The case company 

An in-depth description of the case company can be read in paper II. Here, is a 
short description of the case company.  

The case company is a well-established Swedish family owned IHB company 
with more than 90 years of business behind them. They are originated from the 
sawmill business, that during the late 1940th separated into contractor business 
form the sawmill business. From that point on, the company has manufactured, 
assembled and owned wooden framed multi-stories houses. Nowadays, the case 
company is made up of three organizations: a construction contractor company, 
a real-estate company and a developer that finds projects and customers and 
projects, and employs about 450 workers with an annual net sales of 120 mil €. 
Up until 1992, the case company operated in the same way as other traditional 
construction companies, but from that point on pursuing an industrialized way 
of working, by investing in a technical platform that consists of an off-site 
production system for prefabrication of volumetric elements and an on-site 
production system for the final building assembly. The change in EU-regulation 
in 1994 made it possible to do this transition and build multi-story timber houses 
higher than 2-storey. “So not only was it because of Sweden entering the 
European Union and the currency thing the devaluation, it was also that we 
adopted the Euro codes and that gave possibilities to build houses larger than 
two stories and that was a particular interest because of the possibilities opened 
by the Euro codes and how could Sweden be competitive in that case [respondent 
5]”. Their two production facilities are localized more than 1000km from their 
primary market.  

3.2.3 Data analysis 

The data were analyzed with the intention of getting an understanding of how 
external, internal factors and path dependency have influenced the development 
of the case company and the dynamic capabilities. As discussed in the theoretical 
framework, Madsen’s (2010) model of analysis was used to re-analyze the 
collected data to get a deeper understanding of the development of dynamic 
capabilities in an IHB company. 

The codes created for the analysis was based on Madsen´s (2010) four main 
types of dynamic capability framework (Figure 4); (1) External observation and 
assessment, (2) Internal resource renewal, (3) External resource acquisition and 
(4) Internal resource reconfiguration, an extended version of Teece (1997), 
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Eisenhardt and Martin (2000), Zollo and Winter (2002) framework to understand 
the development of dynamic capabilities.  

The coding followed the model of analysis by identifying thematic codes that 
exemplify: is the development of dynamic capabilities internal or and an external 
act, and is the focus on exploit (short-term) or explore (long-term). 

I Acknowledge the interpretative nature of coding of qualitative data, therefore 
the coding process was carried out in steps follows (e.g., Miles et al, 1994): 
reading and re-reading the data, data reduction and categorization (coding) to 
minimize the inherent bias. 

External observation and evaluation follows Teece et al. (1997); Zollo and 
Winter (2002); Borch and Madsen (2007), concept of ability to scan the 
environment to evaluate the market and competitors, surveillance of market and 
technologies, willing to adopt best practice (benchmarking), sensing and 
interpreting the environment, assessment of strategic alternatives, external 
reconfiguration and integration capability.  

Renewal of internal resources follows Teece et al. (1997); Eisenhardt and Martin 
(2000) and McKelvie et al, (2006) concepts of  internal coordination and 
integration, product development routines, new product development capability, 
new process development capability, development of specialized offerings, 
reconfiguring market competence, gain and release of resources, strategic 
decision-making routines (management).  

Acquisition of external resources follows Teece et al. (1997); Eisenhardt and 
Martin (2000) and Zollo and Winter (2002) concepts of alliance and resource 
acquisition, reconfiguration of market competence, external coordination, and 
integration (collaboration), integration of external competence, recruitment of 
managers and experts.  

Reconfiguration of internal resources follows Teece et al. (1997); Eisenhardt 
and Martin (2000) and Zollo and Winter (2002) concepts of reconfiguration and 
transformation, resource allocation, restructuring, re-engineering, upgrading the 
management capability, learning (repetition and experimentation), internal 
flexibility capability, contact with R&D institutions. 

Finally, the outcome of the analysis, the findings from the appended papers are 
combined and reflected upon to get a holistic view of the development and 
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evolution of the case company, resulting in a process maps that explain the 
company’s journey (see appendix 1). 
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4 SUMMARY OF PAPERS AND FINDINGS 

In this chapter, the findings from the studies in the three appended papers are 
summarized based on the research design presented in the methodology section. 

4.1 Exploitation and exploration of market and operations 

Paper I: Reciprocal dynamic effectiveness for an industrialized house builder. 

In this paper, reciprocal dynamic effectiveness was studied to get an 
understanding of how this coordination takes place and the dynamic aspects of 
the coordination in an industrialized house building context. The purpose of the 
paper was to increase knowledge of how two IHB companies (one is the case 
study company) reciprocal dynamic effectiveness in dimensions of exploitation, 
exploration, market position and operations platform can be understood. A 
business model concept was utilized to analyze how IHB companies react to 
environmental triggers and how they operate. This study resulted in that dynamic 
capability within the four dimensions where identified (Figure 8).  
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Figure 8. modified analytical framework (Uusitalo et al, 2017) 

First, the positive effects of capability for exploration of the market platform can 
be found when the operations are aligned to the market position in long-term 
networks (alliances) with customers or/and suppliers. To sustain a maintaining 
capability of learning, the ability for continuous improvements to control work 
processes capability for exploration of the operational platform is therefore 
important. Capability for exploitation of the operational platform can be seen as 
“controlled or self-owned manufacturing resource” which includes the ability to 
manage and engage the particular production resources (platform resources, 
network, and partners) in a particular project. Capability for exploitation of the 
market platform is strongly connected to the concept of order winners and 
qualifiers and on how the dynamics of manufacturing capabilities are built and 
employed for engineer-to-order type companies. A reciprocal and dynamic 
effectiveness capability showed that the distribution in all dimension of 
exploitation, exploration, market position, and operations platform is quite even. 
As such, an IHB company can both handle long-term exploration and short-term 
exploitation in both market and operations dimension. Hence, this is one of the 
building blocks in revealing the “secrets” of dynamic capabilities – the ability to 
simultaneously exploit and explore and the first implications that IHB companies 
have dynamic capabilities.  
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4.2 Managing tension 

Paper II: Managing the tension between exploitation and exploration in 
industrialized house-building. 

Paper II, the purpose was to provide an empirical case acknowledging 
specifically variation and changing requirements in the external environment. 
The research presented in the paper aimed to identify the concrete managerial 
activities that were undertaken by the case company to exploit current resources 
and explore new businesses. By analyzing managerial activities adopting 
Teece´s (2007) view on the strategy of organizations which proposes that a 
company must possess dynamic capabilities to manage both exploration and 
exploitation, and that the three managerial activities of sensing, seizing and 
reconfiguring are critical.  

 

Figure 9. model of analysis (Stehn et al, 2018) 

The study proposes that the case company did not have to make a trade-off 
between innovation and efficiency. Instead of a trade-off, the study indicated 
that the implementation and adoption of lean thinking helped the case company 
to manage the tension between exploration and exploitation. The case company 
operated by simultaneously exploring “doing experiments” and exploiting under 
strong entrepreneurial support from the case company group leadership. They 
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regard continuous top management attention, the development of a “synthesizing 
capability” and “ambidextrous organizational design”, as a means to manage the 
tension between exploration and exploitation (Figure 9.) This balancing attention 
to revealing eventual tensions between exploitation and exploration is an 
indication of managerial responsiveness to adjust, incorporate and reconfigure 
company capabilities in response to external conditions. The findings revealed 
that the case company applies five managerial activities that form the company’s 
dynamic capability to manage exploration and exploitation over time. These five 
managerial activates are; the standardization of components by continuous 
improvements, the use of non-sub-contracted complementary resources, the 
continuous use of long-term agreements, the forming and maintaining of 
strategic partnerships and lean thinking 

4.3 Path dependency 

Paper III. Overcoming Path Dependency through Dynamic Capabilities in an 
industrialized house building company: A Case Study. 

In this longitudinal case study, the IHB case company was studied to get a long-
term perspective and understanding of how the case company understands 
dynamic capabilities in practice and the influence of path dependency in the 
construction context. The aim of the paper was to contribute to the discussion on 
dynamic capabilities by empirically showing how path dependency and dynamic 
capabilities have shaped the case company over the years and enabled it to 
become one of the successful industrialized house builders. The findings show 
that collaboration with other organizations and an entrepreneurial mindset of the 
managers have enabled the company to change its focus over the years, in 
response to market needs and external changes. The findings indicate that the 
company applies managerial activates in many dimension pointing at dynamic 
capabilities. Strong collaboration with university and long-term agreements with 
architects and customers, exemplifies these managerial actives. The construction 
of a new lean-based factory with the implementation of lean practices, 
representing sensing activates, which is about identifying and assessing external 
opportunities. On the other hand, the company has not lost the customer, as they 
have been sensitive to customer needs, and the cooperation with the university 
has helped the company to meet those needs. The findings also show how the 
company’s focus had changed during the years, in pace with the maturing of 
their platform. Hence, this collaboration, have benefited both the university and 
the company, received help with creating and testing new technologies related 
to their platform, whereas the university could test their theories also in practice. 
They also both received legitimacy in the market and in the academia. Path 
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dependency is one critical building block in understanding company evolution 
and the impact on dynamic capabilities. By understanding how companies 
develop over time, how resources are expanded or altered to address change, 
gives a platform to examining the development of dynamic capabilities. 
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5 ANALYSIS AND RESULT 

This chapter presents the main findings from the analysis and summarizes the 
main characteristics subject of the case study holds from a dynamic capability 
perspective, represented in dimensions of exploration/exploitation and 
internal/external. Lastly, the analysis is complimented with the finding from 
paper I, II, and III and answer to the research questions is given 

The research presented in this thesis is based on a case study of a company that 
has transformed itself over the last 25 years from a traditional house-building 
company into a successful IHB concern. This case study contributes, from an 
empirical perspective, to the understanding of dynamic capabilities, how they 
develop, and how an organization has prioritized different dynamic capabilities 
over time. 

5.1 External observation and evaluation 

The case company has always understood the importance of surveying the 
environment to evaluate markets and competitors, something also recognized in 
the academic literature by Teece et al. (1997) and Winter (2002, for example. 
After the construction crisis in the 1990s, the case company realized that the 
construction market was likely to recover more quickly in urban areas and 
university cities. This realization was the motivation for their move to 
industrialization. “And it was actually what the start of our industrial journey 
was, that is, we understood that the market would recover in the metropolitan 
areas with the university cities [respondent 7]”. They also tried to enter new 
markets like Germany and South Korea that had not been as badly affected by 
the recession. “So we tried to find more market areas to penetrate and decided 
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to go to Stockholm area and enter the market is South-Korea and Germany 
[respondent 4]” 

According to Black and Boal, (1994) external resource integration may prove 
critical for the smaller company’s as the risk of investing in the wrong resources 
and being influenced is high. When smaller companies are dealing with larger 
counterparts with an asymmetric power balance. Hence, the development of 
business relations characterized by person-to-person contact and trust may 
reduce the risk of opportunistic behavior and give access to complementary 
resources. Otherwise, there is a risk for increasing costs throughout the 
organization. ”You do business with people, sometimes you do business with the 
CEO, sometimes with the finance manager and sometimes you do business with 
a project manager and everyone has a different standing point [respondent 7]”.  

Arrow (1974) brought up the issue of trust, which, if purchased, immediately 
creates doubts in the mind of the purchaser about what he/she purchased. In other 
words, trust is a prime example of something built up over time that is valuable 
but not tradeable. Arrow emphasizes this point in the following: Trust and 
similar value, loyalty, or truth-telling are examples of what an economist would 
call "externalities." They are goods, they are commodities; they have real 
practical value; they increase the efficiency of the system, enable you to produce 
more goods or more of whatever values you hold in high esteem. But they are 
not commodities, for which trade on the open market is technically possible or 
even meaningful. (Arrow, 1974:23). The case company owns a subsidiary 
company, and discussions with representatives of the subsidiary reinforce the 
importance of trust for the case company. The subsidiary company, for example, 
were trusted and given a free hand to execute their vision, with full support from 
the case company Trust was also important in the foundation of the subsidiary 
company, where the case company provided resources in the form of financial 
support and staff. This trust had been established over a long period as the 
owners of the subsidiary company had previously worked for the case company. 
In addition to that, trust is one of the foundations of the strong collaboration 
between the local university and the case company. Respondent 4 explained that 
the university was their brothers in arms when they entered a new market, and 
as he explained, without the trust there would not have been a collaboration. 

At the beginning of 2000, the case company concentrated on partnering and 
customer orientation in order to secure market share (Stehn and Jonsson, 2000). 
The pressure to build higher came from external forces as the market developed 
and the need for multi-storey houses grew. Rapidly changing environments such 
as the construction sector require constant surveillance of markets and 
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technologies and a willingness to adopt new working practices (Teece et al., 
1997; Eisenhardt and Martin, 2000), in order to reconfigure a company’s asset 
structure, and to accomplish the necessary internal and external transformation 
(Amit and Schoemaker, 1993) to stay in the business. The close collaboration 
with the university helped the case company to find solutions in the form of best 
practices in order to cope with the rising and changing demands. “And we learn 
from them, for example, and we learn from different best practice work together 
with them (university) [respondent 4]”. Accordingly, as dynamic capabilities are 
company-specific in their details (Teece et al., 1997), some common features are 
associated with effective processes across the company. As Eisenhardt and 
Martin (2000:1108) put it, ”there are more and less effective ways to execute 
particular dynamic capabilities such as alliance, strategic decision making, and 
knowledge brokering. In popular parlance, there is ´best practice´.” 

Benchmarking and adoption of best practice imply that there must be a leading 
company in the sector against which companies in the same sector will compare 
their operations and observe in order to identify best practice. However, as the 
case company has chosen a different path from other construction companies, 
benchmarking and observing best practice were not possible. “we need to learn 
from the best. We don’t have any. I said, can’t say any but there are not many 
benchmarking organizations in the building industry that we can cope with, that 
we can compare with. We need to challenge from breach talents from others 
[respondent 4]”. As a result, they had to look outside their own business sector 
and as a consequence, began a close collaboration with car manufacturer. The 
success of this long collaboration means the case company is able to feed back 
best practice to the automotive company. “And now I can return and that’s a 
favor I’m dying to give that back to them. Because they are so open [respondent 
4]”.  

Around the end of the twentieth century, lean principles began to enter the 
construction industry (Koskela, 2000). A couple of years later the case company 
started to implement lean practices in their technology platform. At the same 
time, the local university were also strongly involved in lean working practices 
(Björnfot, 2006; Höök, 2008 and Meiling, 2010), but more as an observer and 
discussion partner than a direct participant. As for example, we have not been 
that much engaged in the lean journey with the university. But the university has 
been coming to see, okay, can we see what you’re doing, can we learn for the 
journey you do together with this organization and they have been like listening 
to the rail and sea to see what’s happening so they have more like recorded our 
journey so they can make university so smart. They are good at thinking. So they 
can see okay, they did that and they received that. Okay, how come and what 
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[respondent 4]. Later lean practices spread throughout the whole organization 
with the help of an external consultant. 

5.2 Renewal of internal resources 

The explorative dynamic capability concerned with the renewal of internal 
resources focuses on the configuration and integration of resources inside the 
organization. The ability to improve or adopt a business concept when resources 
are introduced, combined or modified is an important and distinctive feature 
(Eisenhardt and Brown, 1999). New resources have to be embedded in the 
existing resource configuration in order to create value, As such, employees are 
a very important factor in achieving this dynamic capability, as mobilization of 
employees can often have a big impact on capacity increase and creative 
thinking, and employees have to be open to frequent changes in work tasks, 
routines, procedures and responsibilities, a view supported by Teece et al. 
(1997). “We don’t have pointed out specific team leaders. We have, they rotate 
to have one week each because what they saw at case company is that when they 
introduce team leaders, the engagement of the other went down [respondent 3]”.  

The case company understood they had to think in new ways in order to be able 
to compete. They focused on product development (Eisenhardt and Martin, 
2000), like Toyota did when they used their superior product development skills 
to achieve competitive advantage in the automotive industry (Clark and 
Fujimoto, 1991). As the company developed increasingly complex new 
products, it also had to develop new manufacturing techniques and management 
methods using enterprise resource planning (ERP) supply chain management 
SCM) tools and lean thinking. “Yeah, but they have tried ERP system, to manage 
the increase, but it didn’t really work, so they build and own system [respondent 
6]”. At the beginning of 2000 the company started to constantly develop its 
product platform, “The next time we competed to engage our platform, we made 
it a bit harder to ourselves than what we did in our previous project [respondent 
7]”. During the same time, the company was also involved in projects related to 
IT strategies for flexible industrialized construction (Olofsson et al., 2004 and 
Bergström, 2004), as the problems the company experiences today are mainly 
due to poor information management. 

5.3 Acquisition of external resources 

External resource acquisition focuses on acquiring resources from external 
sources and exploiting those resources. This dynamic capability acquires 
external resources through different connections and networking with relevant 
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organizations, pursuing a mutually beneficial collaboration for both parties 
(Madsen, 2010). Doz and Shuen (1988) and Mody (1993), for example, pointed 
out that collaborations and partnerships can be a vehicle for new organizational 
learning, helping companies to recognize dysfunctional routines, and identifying 
strategic blind spots.  

Early on, the case company collaborated with Luleå university of technology in 
order to investigate particular technical issues, such as those associated with fire 
and acoustics (c.f Lidelöw et al., 2010a and Lidelöw et al., 2010b), arising from 
changes in building regulations and the company’s decision to start producing 
volumetric elements. In the first year of collaboration with the university, the 
company secured access to resources and expertise as they started many R&D 
projects”So we just came about to know each other because we were managing 
large R&D-programs together… And we did a lot of good things together. We 
launched a series of different R&D-programs that were financed in Sweden” 
[respondent 5]”. A number of masters and Ph.D. students from the university 
worked on projects with the case company and were subsequently employed by 
the company. “When we go back to finding good employees, we have to have 
this connection with the university [respondent 4]”. 

The collaboration also boosted the case company’s confidence in their 
manufacturing techniques and products; after all, there was considerable 
skepticism from customers about the company’s product initially. Two 
significant sources of skepticism were the use of wood, rather than the familiar 
and tried-and-tested materials such as concrete, and the higher maintenance costs 
for wooden buildings compared to concrete ones. The ability of the university to 
confirm the affordability and feasibility of manufacturing multi-storey wooden 
buildings helped to convince the market that it was cost-effective and safe to 
build with volumetric wood modules. “I will say the university has played an 
important place as a builder of self-confidence for us. We use them like a 
sledgehammer towards the market because we seldom say the university had 
done exactly this for us but we always say we work in collaboration with the 
university and they have made us come to this level [respondent 4]”.  

Another key factor in penetrating the construction market was the start of a 
collaboration with a respected and influential architect company. This gave 
credibility to the product, as the gateway to the customer is the architect. By 
involving the architect early in the “construction process”, the architect had the 
time to design the building in a way that suited the company’s products and 
manufacturing techniques. Earlier there had been problems with winning orders 
as the designs were not compatible with the company’s products and way of 
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working due to the late involvement of the architect(s) in the process. “we are 
very much what the customer thinks, and what their management thinks, and 
what their end customers think. So we put a lot of attention to each other when 
we get different questions, so we try to make sure you get the information they 
need [respondent 2]”. 

The acquisition of new resources may take a very long time in a dynamic market 
and with limited access to resources (Borch and Madsen, 2007). The risk of 
investing in the wrong resources, perhaps because of the influence of larger 
counterparts, is high. Hall (1993), suggested that the development of business 
relations characterized by person-to-person contact leads to trust thereby 
reducing the risk of opportunistic behavior; this, in turn, may provide access to 
complementary resources and reduce transaction costs. The case company 
recognized that it needed to think innovatively in order to remain competitive. It 
increased production and invested in a consultant-led, three-year lean program, 
which led to an increase in capacity and product quality and improvements in 
the production process. The company recruited one of the consultants involved 
in the lean program, in order to consolidate and continue the lean program, and 
a manager from the automotive industry, who subsequently became CEO for the 
whole group. The company’s strategy is consistent with the views of Rindova 
and Taylor (2002), who proposed that the underlying model for evolving 
dynamic capabilities lies in the recruitment of top managers in areas targeted for 
developing new market competencies and supporting them through upgraded 
management capabilities.  
The increase in production capacity caused new bottlenecks that hindered the 
growth of the company. One such hindrance was the curing time of the water 
proofing used in the construction of bathrooms. This led to the acquisition by the 
company of a small bathroom pod floor production company, including their 
resources and technology, which was the basis for further development of the 
bathrooms and, ultimately, led to the decision to build a new ultra-modern 
production facility.” It was the primary thing was to get rid of the curing times 
the case company, without changing or the need to change their building system. 
That, they could have bought this (pod) from another producer. Then they would 
have solved the curing problem, but they couldn’t solve the building part since 
they were so heavy, they would have changed the whole technology platform 
with noise and everything [respondent 2]”. In order to cope with the increased 
takt time associated with the new factory, a subsidiary company was established 
to develop a bathroom product compatible with their production system.  
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Erikshammar (2014) suggests that vertical integration plays an important role in 
the IHB context and the benefits of vertical integration include the sharing of 
risk, resources, and information through collaboration. Since the year 2000, the 
company has actively decreased the number of material suppliers and only used 
suppliers that can adapt to the company’s logistics plan, establishing long-term 
cooperation agreements with those suppliers. In addition to saving time, these 
agreements have increased reliability of material delivery and reduced costs for 
both parties (Olofsson et al., 2004). 

5.4 Reconfiguration of internal resources 

Internal resource configuration is a dynamic capability that changes or adjusts 
internal resources. As argued by Zollo and Winter (2002), this may occur 
through a company adopting and/or imitating best practice from other 
organizations, adapting these practices, where necessary, for use within that 
company. 
One of the most significant changes the company made was to move from on-
site production to factory-based production. The change in building codes in 
1994, enabled construction companies to build timber houses with more than 
two storeys. This enabled the company to start focusing on an industrialized way 
of working.” It was very tricky and we did lots of mistakes and so on, but we had 
a solid goal and that was to reach the capacity to be used, produced this kind of 
buildings for the market and after a couple of years we managed to build up a 
structure of an organization that had this capability to produce [respondent 4]”.  

In line with Eisenhardt and Martin’s (2000) reasoning – that experiments and 
mistakes play a role in the evolution dynamic capabilities, and that small losses, 
more than either successes or major failures, contribute to effective learning – 
the case company experimented at different levels in the organization. “You need 
to do certain experiments to go forward a little bit to see okay, what is behind 
the corner. If you know the answer, it is not a challenge. Then you just do it 
[respondent 4]” The company breaks down each of their operative goals into 
three or four “challenges”. A challenge is interpreted as performing an 
experiment. “The challenge must be considered wouldn’t it be wonderful, 
wouldn’t it be fantastic if we could do that. So if you can say that before a 
challenge then you can, then it is a challenge. Otherwise just do it [respondent 
4]”. Major failures inhibit learning through the raising of defenses. Success fails 
to involve managers' attention sufficiently that they learn from their experience. 
In contrast, small failures provide the greatest motivation to learn as such failures 
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cause individuals to pay greater attention to the process, but do not create 
defensiveness that hinders learning (Eisenhardt and Martin, 2000). 

Close collaboration with world-leading automotive companies provided 
knowledge and insights about industrialization and process development. ”And 
we have very tight collaborations with Scania, with Volvo cars, with Toyota, and 
for example, Scania’s maintenance team have heard about our way of working 
with strategy deployment. Their own organization of 600 persons that work with 
maintenance in Scania’s factories all over the world and they wants to because 
we have gone to them to see and learn and find out new things in order to build 
the factory [respondent 4]”. Consequently, this provided the opportunity to 
experiment with new ideas and reorganize the company´s resources, learning in 
form of repetition and experiments (Teece et al., 1997) and resource relocation, 
adaptation and cooperation (Eisenhardt and Martin, 2000)“the CEO runs with 
honest cards. I have a great trust in him. They are is not afraid to try. If it doesn’t 
work the first time then you do a new experiment. They want to go forward. 
Better to try than not to do it [respondent 1]”. Yet, another good example is the 
cooperation with the subsidiary company, how they relocate and borrow 
resource when needed. “We have one painter and he was sick for a week, and 
then they sent one to us and they had problems finalizing their new factory in 
time, they needed some help with some floors and then we went two guys and 
because we did had some resources available then. We try to help each other 
[respondent 3]”   

Rindova and Taylor’s (2002) proposed model for the evolution of dynamic 
capabilities suggests that upgrade of management capabilities supports the 
development of new market competence, something evident in the case 
company. As earlier discussed, the hiring of lean consultants, led to the company 
hiring one of these consultants in order to continue improvements, training, and 
educate the management. This consultant has since played an important role in 
developing different processes in the company, including the development of the 
new production facility. Another good example is the recruitment of another lean 
consultant, later made CEO of the group, tasked with increasing the competence 
and leadership of the company’s management. “I hired her from, she was a lean 
coach for a year or so then I had her as my vice-president in the company 
because I needed that support to make the push me to get a better leader. I 
needed better support. So I hired her for training and be a pain in the ass more 
or less. And it was necessary because we were growing so quick and I needed to 
be a better leader so I could be a better role model for the employees and so on 
[respondent 4]” 
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The results from the case study can be examined using Madsen´s framework, 
summarizing the main findings (Figure 10) from the extended analysis 
exemplifying how an IHB company developed dynamic capabilities in the four 
different dimensions. In addition the outcome from the model shows 
implications of dynamic capabilities in the different dimensions. In 5.5 these 
dynamic capabilities and the development of dynamic capabilities is presented 
closely. 

 

Figure 10. View on how an IHB company develops dynamic capabilities in four 
dimensions. 

5.5 Summary of findings from the extended analysis and the appended 
papers that answer the two research questions 

The results from the extended analysis, combined with the findings from the 
appended papers are presented in Table 5 and Figure 11.  

5.5.1 How can dynamic capabilities be exemplified in an industrialized 
house building company? 
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Table 5. Dynamic capabilities and their development in the case company 

Dynamic 
capability 

Exemplified in the 
study 

Development Why it’s 
considered a 
dynamic capability 

Evolution 

Implementing best 
practice 

modularization of 
components, lean 
thinking, strategy 
deployment, 
product 
development 

Through the 
involvement of the 
top management, 
understanding how 
to implement 
different processes 
into practices in the 
organization and is 
based on knowledge 
of existing best 
practices for a 
certain process. 
Upgrade 
management 
capabilities 
(Rindova and 
Taylor, 2002)  

Display 
commonalities in 
the way they are 
executed, i.e. best 
practices (Teece et 
al., 1997; 
Eisenhardt and 
Martin, 2000) 

Strong focus at the 
beginning of the 
journey and 2009 
and forward. 

Vertical 
integration 

Starting a 
subsidiary company 
to produce 
bathroom pods. 
Acquire 
complementary 
capabilities, such as 
architectural 
capacity  

Developed due to 
increased market 
need, leading to a 
capacity increase, 
Through 
outsourcing, long-
contracts, strategy 
deployment 

Integration allows 
the company to 
create new products 
and processes and 
respond to changing 
market 
requirements (Teece 
and Pisano, 1994; 
Teece et al., 1997) 

Lately an increasing 
focus due to the 
capacity increase 

Resource 
reconfiguration 

Shared staff with 
Luleå University of 
technology. Borrow 
workforce from/too 
subsidiary 

Secure access to 
resources in the 
form of the local 
workforce. Acquire 
complementary 
capabilities, such as 
architectural 
capacity, 
engineering design 
abilities, assembly 
teams, and on-site 
resources. 

The ability to 
reconfigure a 
company´s 
resources and 
routines in the 
manner envisioned 
and deemed 
appropriate by its 
principal decision 
makers (Teece et 
al., 1997; Zahra et 
al., 2006) 

Steady focus 

Collaboration R&D project and 
shared staff with 
Luleå University of 
technology, 
Knowledge transfer 
with Scania, 
Imitation of best 
practices.  

Improve the 
company’s 
performance. 
Developing 
business relations 
characterized by 
person-to-person 
contact and trust 
(Hall 1993) 

Collaborations and 
partnerships can be 
a vehicle for new 
organizational 
learning, helping 
firms to recognize 
dysfunctional 
routines, and 
preventing strategic 
blind spots  (Doz 
and Shuen, 1988; 
Mody, 1993; Teece 
et al., 1997) 

Strong need for 
collaboration at the 
beginning of the 
journey. 

Lean thinking The company works 
closely with other 
industries to learn 
from the best about 

The hiring of lean 
consults, lead to 
that the company-
hired one of the 

Dynamic capability 
is the ability to 
simultaneously 
explore and exploit 

Increasing focus 
from 2005 
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the implementation 
of lean working 
practices 

lean coaches to 
continue working 
with continues 
improvements, 
coaching, and 
educating the 
management. 

(O´Reilly and 
Tushman, 2008), A 
dynamic capability 
is a learned and 
stable pattern of 
collective activity 
through which the 
organization 
systematically 
generates and 
modifies its 
operating routines 
in pursuit of 
improved 
effectiveness (Zollo 
and Winter, 2002)  

Learning Company brakes 
down their 
operative goal into 
three or four 
“challenges”. A 
challenge must be 
interpreted as doing 
an experiment. 
Daily huddle. 

Entrepreneurial 
mindset.You need to 
have that in mind in 
order to understand 
the reasons and the 
background for 
certain decisions 
made. And having 
an urge to invent 
things and solve 
things and be 
innovative is a part 
of the values of the 
ownership…  For 
dynamic 
capabilities to be 
strong, managers 
must be 
entrepreneurial 
(Teece, 2016). 

Experiments and 
mistakes play a role 
in the evolution 
dynamic 
capabilities, and 
that small losses, 
more than either 
successes or major 
failures, contribute 
to effective learning 
(Eisenhardt and 
Martin, 2000; Zollo 
and Winter, 2002). 

Steady focus 

 

The five columns in table 5 are described as followed.  

• The first column is the dynamic capability identified from the analysis. 
These were the thematic codes that came out from the analysis of the 
empirical data, paper II and paper III. 

• The second column exemplifies how the different dynamic capabilities 
are demonstrated in the case company. For example, the empirical data 
showed that the case company have had many R&D projects with Luleå 
University of technology and shared staff. In addition, there has been 
close collaboration with Scanic during the years. Hence, these events can 
be labeled collaboration.   

• The third column demonstrates how and why these specific dynamic 
capabilities are developed in the case company. Taking, collaboration as 
an example. At first, the case company started a close collaboration with 
Luleå University of technology to overcome technical issues with the 
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new product, later moving towards improving processes in collaboration 
with the university. The close collaboration with automotive companies 
started from the need to improve the case company’s manufacturing 
processes. How it was done was through developing business relations 
characterized by person-to-person contact and trust as advocated by (Hall 
1993) 

• The fourth column defines why the specific capability is considered as a 
dynamic capability follows the theoretical definitions of dynamic 
capabilities and the author view that a dynamic capability (see the 
chapter, 2.9). Against taking collaboration as an example. Collaboration 
is a dynamic capability as with collaboration the company can 
reconfigure the company’s assets, both short-term and long-term. In this 
case, the company exploited resources with the university to find 
solutions for the technical challenges the company had at the beginning 
of their journey. At the same time collaboration made it possible to 
explore new possibilities (joint R&D projects) and start a long-term 
partnership. 

• The fifth column expresses the evolution of the different dynamic 
capabilities. This column is more of an indicator of how the focus has 
been for different dynamic capability during the three decades. For 
example, implementation of best practices as a dynamic capability had a 
strong focus at the beginning of the '90s. The new product and production 
methods, together with the recession, enforced the company to look 
beyond the industry borders to find solutions to improve their product 
and production. There was also an increased focus in late 2000 when the 
implementation of lean thinking begun (best practice of Toyota). 
Nowadays, the interpretation is that the focus on best practice has 
declined due to the good progress the company has done to be ann 
industry leader. Now, other companies within and outside the industry 
are studying the case company’s way of working.  

To summarize the above, form the empirical data six dynamic capabilities 
where found. These are; Implementing best practice, vertical integration, 
resource reconfiguration, collaboration, lean thinking, and learning. These 
dynamic capabilities are as proposed by Teece et al (1997) “abilities” that 
the company use to reconfigure their internal and external assets.  

 
5.5.2 How have dynamic capabilities been developed in an industrialized 

house building company over three decades? 
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Figure 11, is derived from Figure 10. Figure 11, presents how the focus between 
exploitation/exploration and internal/external have changes over the years in the 
company.  

 
Figure 11. How focus has changed over the years in the case company 
 
On the left side exploit in house-building is understood as “doing better” (e.g. 
Teece et al., 1997) by improving and taking advantage of existing knowledge 
and existing internal and external capabilities. In Figure 11, for example 
“business as usual” is an exploitative action, a result of explorative action 
becoming a way of working.  On the right side, by contrast, explore defined as 
“doing new,” (e.g. Teece et al., 1997) by finding new markets, using known 
knowledge to create new (for example, doing new by starting up a subsidiary). 
Internal and external dimension focuses on how these processes or activities are 
executed, specifically whether they exhibit internal or external characteristics 
(Madsen, 2010).  
Managerial activities in the middle (double looped arrows) displays the tension 
between exploit and explore (He and Wong, 2004). The case company manage 
short-term variation and exploitation through standardization of components by 
continuous improvements and the use of non-sub-contracted complementary 
resources. Long-term variation and exploration is manages through continuous 
use of long-term agreements and through forming and maintaining of strategic 



  ANALYSIS AND RESULT 
 

 

55 

partnerships. The tension between exploration and exploitation is managed 
through Lean thinking. Further conclusions can be found in paper II. 
Results indicates that there has been fluctuation during the years and the focus 
have changed between the different dimensions. As seen in Figure 11. In the 
beginning of the 90´s to the middle of 2000, the focus was on collaboration and 
to get an efficient production. The move from element production to modular 
volumetric production forced the company to prove the cost-effectiveness and 
feasibility of its products and techniques to the market. The company’s main 
strategic partners were the local university and an established firm of architects. 
During the first decade after the construction crisis, the case company 
concentrated on the development of their technical platform. Accordingly, the 
company used modern technology and invested considerable resources in 
research and the development of construction techniques and production 
methods in collaboration with universities and other research institutes 
(Olofsson et al., 2004). 

Once the technical challenges had been addressed and the market had accepted 
the product, the company’s focus shifted from the platform to process. As 
mentioned earlier, one key aspect was that the company managed to solve 
technical issues and convinced the market to invest in their products. As a result, 
real estate developers started to commit to long-term agreements with the 
company. Winch (2003) suggests that a construction company’s relationships 
are, at least in part, based on contracts that apply to the current construction 
projects. However, the case company’s relationships are long-lived, although the 
specific entities with which the company deals often varies from project to 
project.  

Around the same time, management of the case company, which remained 
family-owned, was taken over by the fourth generation of the family. They 
focused on the development of processes and the implementation of a lean 
approach. As a result form the lean approach, strategy deployment processes 
evolved into how the company conducted strategy work. The company 
transforms long-term strategic goals into shorter-term goals and then into 
operational goals and challenges. The company begins by identifying a goal for 
the next five years that will help them realize their corporate vision. The next 
step is to determine in-house capacity and capabilities and whether external 
resources are needed to attain the goal. They continue to break down the long-
term strategy into manageable short-term goals. The strategic goals are 
translated into operative goals that are defined over a shorter time frame. These 
operative goals are then translated into challenges (i.e. experiments). This 



Understanding development of dynamic capabilties in industrialized house building 
 

56 

approach recalls Eisenhardt and Martins (2000) argument that experiments and 
mistakes play a role in the evolution of dynamic capabilities, and that small 
failures, more than either successes or major failures, contribute to effective 
learning. And that small failures provide the greatest motivation to learn as such 
failures cause individuals to pay greater attention to the process, but do not create 
defensiveness that creates barriers to learning (ibid). 

From around 2012 lean implementation done the years before, had been 
established and was now considered the “the way of working”. During the same 
time, the company started to explore new ways of producing there bathroom 
modules, which in turn resulted acquisition of a subsidiary company.  

With the positive market growth came new challenges due to lack of capacity. 
To cope with the increased demand for housing, a new lean based factory were 
built to increase the overall production of housing modules. At the same time, a 
new subsidiary company were founded to enable the capacity increase from the 
new factory. The company had moved one part (bathroom) of the production 
outside their own facilities (outsourced) to streamline their production. Part of 
the production staff and production management moved from the case company 
to the subsidiary company to manage the company. This enabled knowledge 
transfer and when needed staff exchange. In addition, long contracts were signed 
between these two partners to secure prosperity of the two companies. This 
particular case is described in more detail in paper I 
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6 CONCLUSION AND DISCUSSION  

This chapter presents conclusions and discussion about dynamic capabilities, 
how the context, path dependency, and transferability have influenced the 
development of dynamic capabilities.  

6.1 Dynamic capabilities in IHB case company 
The well-documented history of the company used in the case study and its 
transformation from a traditional house-builder to an IHB company made it an 
ideal subject for the study of dynamic capabilities. 

In this study, best practice included modularization of components, 
collaboration, lean thinking, and vertical integration. These factors were found 
to be of importance for the evolution of the case company, which confirms the 
proposition of Eisenhardt and Martin (2000) that dynamic capabilities display 
commonalities in the way they are executed, i.e. best practices. Even though 
Teece et al. (1997) have a contradictory opinion, they also adhere to the view 
that competitive advantage is based on the capabilities in managerial and 
organizational processes that determine “how things are done” in a company. 
This definition would also include best practices, which determine how a certain 
process is executed. The concept of best practices as a means for the 
development of dynamic capabilities is associated with the increasing 
recognition of knowledge and knowledge creating routines as one of the basic 
issues of a company’s strategic success (e.g. Nonaka and Takeuchi, 1995) and 
as a cornerstone of dynamic capabilities. The successful implementation of best 
practice in the case company is mainly thanks to the involvement of the top 
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management, their understanding of how to implement these processes within 
the company, and their knowledge of existing best practices for a given process. 

Due to its close and long-term collaborations with industry, the case company 
has managed to implement best practices from other businesses¸ while 
recognizing that this cannot be achieved overnight. Therefore, they are willing 
to invite competitors to their factories to see what they have done and do not 
worry about competitors being able to replicate what the company does. As 
respondent 4 said “For example, I always invite our competitors to come to see 
here in the factory or in the organization. I talk about and show the strategies. 
How we do it. Because first of all they get choked because they get confused 
more or less. Because it’s, they get stressed and they can’t really develop from 
this, they can pick some things but they can’t do the whole thing. And therefore 
we have, we are always a step ahead. And if they manage to fix something, we 
have already moved six months ahead. And the thing they have learned is history. 
Now we have a new way of working. And to do that travel all the time, we will 
reach to be the top organization to work in the industry”.  
As a result of these collaborations and the case company’s successful 
implementation of best practices, companies that previously collaborated with 
the case company are now learning from the case company. “Now I’m so happy 
that they are okay, and now we can learn something from you because they’ve 
always been the one who has been taking out. And now I can return and that’s a 
favor I’m dying to give that back to them. Because they are so open. I mean you 
can go knock the door at the CEO at our collaboration company and say hey, 
we have some issues and we’re welcome in [respondent 4]”  

In the last couple of years, the case company has moved more towards 
strengthening their internal resources through resource reconfiguration and 
vertical integration. Instead of relying too much on external collaboration, 
securing their internal resources, upgrading their managerial capabilities and 
learning, the case company have started to explore their different strengths by 
exploiting resources outside the company, in order to secure and strengthen their 
dynamic capabilities and vertical integration to control the supply chain. As 
discussed before, the development of dynamic capabilities seems to be 
embedded in the culture of the company, developed over a long time and cannot 
be easily transmitted. Hence, the case company has been involved in the creation 
of a couple of companies, providing financial and managerial support and hence 
securing influence over the new companies. This has made the transfer of 
dynamic capabilities to the subsidiary companies much easier, building up a 
network founded on shared principles that have been mutually beneficial for both 
parties (Madsen, 2010). Accordingly, by establishing personal relationships built 
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on trust with relevant business connections, the risk of opportunistic behavior 
can be reduced to secure access to important resources (Hall, 1993). 

When the focus is limited to best practices, a certain transferability and 
exchangeability of capabilities are implied. However, it seems other construction 
companies have not developed in the same manner, despite the willingness of 
the case company to share its ways of working with other companies. “For 
example, I always invite our competitors to come to see here in the factory or in 
the organization I talk about and don’t show the figures but I show the strategies. 
How we do it….” Because it’s, they get stressed and they can’t really develop 
from this, they can pick some things but they can’t do the whole thing. And 
therefore we have, we are always a step ahead. And if they manage to fix 
something, we have already moved six months ahead. And the thing they have 
learned is history. Now we have a new way of working [respondent 4]”. 
This can be seen as an indicator of the limited opportunities to transfer dynamic 
capabilities in the construction industry due to path dependency and the 
peculiarities of the sector. This contradicts the view of Eisenhardt and Martin 
(2000) regarding the transferability of capabilities. This may be because they did 
not consider the impact of a specific context on the transfer of capabilities. It 
may be that capabilities cannot be transferred between construction companies 
as easily as, say, commodities, because of the peculiarities of the sector and the 
path dependencies of construction companies. 

This study implies that construction context, transferability, and path 
dependence have an impact on the development of dynamic capabilities. – which 
influence how the company behaves, In addition, findings from paper III, show 
that collaboration with other organizations and the entrepreneurial mindset of 
the company’s managers have enabled the company to overcome its path 
dependency and change the company focus over the years, in response to 
external changes and market needs.  

6.2 Conducing the findings 

To sum up the above observations, this case study has described how a 
construction company pursuing an industrialized way of working could evolve 
into an IHB company. One conclusion that could be drawn is that a construction 
company, if it wants to pursue an industrialized way of working, should have 
long-term thinking, an entrepreneurial mindset, and close collaboration with 
external partners. The case study suggests an IHB company should focus initially 
on developing their collaboration, establishing trust relationships with different 
external partners. This is a long-term commitment and requires the company to 
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focuses on acquiring resources from external sources and exploiting them. As 
described by Madsen (2010) this types of dynamic capabilities acquires external 
resources through different connections and networking with relevant 
organizations pursuing a mutually beneficial collaboration for both parties. 
However, when an IHB company has matured sufficiently, the focus should 
move towards renewal of internal resources, focusing on the configuration and 
integration of resources within the organization as described by Eisenhardt and 
Brown (1999). Implementing best practices from different businesses may 
accelerate the uptake and implementation of different dynamic capabilities. 
Therefore, a manager who acknowledges the existence of dynamic capabilities 
might find ways to leverage them. When the company has become a market 
leader, the next step in the company’s development should be vertical integration 
and consolidation of their dynamic capabilities in order to preserve their 
competitive advantage.  

As seen in the study, this is not straight forward. Every company is unique and 
are affected by the context and path dependency in different ways. In other 
words, past decisions have locks the organization into pathways that constrain 
future choices and its ability to respond to change. Therefore, this study is limited 
in providing generalizations. However, this study proves that there is no right 
way to do things, but it’s how the company best can handle the complexity of 
the managing both short-term variation and long-term variation of the context. 
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7 FUTURE RESEARCH 

In this study, empirically exemplifying dynamic capabilities and their 
development has been done in an IHB company. Research in the field of 
dynamic capabilities, where other IHB companies uses different building 
systems, is of interest to further explore emerge of different dynamic capabilities 
in IHB context.  

This study also shows that dynamic capabilities are in the core of the 
development of a company, therefore it would be of interest to examine, how 
different dynamic capabilities affect performance of a company. Research has 
suggested (e.g., March, 1991; Hayes and Pisano, 1994; O´Reilly and Tushman, 
2011) that as the pace of change accelerates, companies that can develop 
dynamic capabilities will gain competitive advantage and increase performance.   

Future research activities should also focus on understanding more deeply how 
path dependency encourages or discourages construction companies’ 
development towards an industrialized way of working, and whether an 
entrepreneurial mindset and a willingness to collaborate could be taught to 
managers in order to overcome or reduce the influence of path dependencies. 

Lastly, as the empirical findings also shows the importance of managing 
exploitation and exploration over time to cope with the long-term and short-term 
variation. For that reason, future research should focus on studying other IHB 
companies’ managerial practices to understand how they utilize them in the long 
run.   
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