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Abstract 
How to adapt to the rapidly changing environment to maintain long-term competitive 
advantage is the core issue of enterprise strategic management. Dynamic capability 
theory expands the static research perspective of resource-based school, and obtains 
sustainable competitive advantage in dynamic environment through resource 
integration and reconstruction, which has attracted more and more attention from 
academic and business circles. On the basis of analyzing the theoretical origin of dynamic 
capability theory, this paper systematically reviews the concept connotation, application 
mechanism, process mechanism, and influencing factors of dynamic capability, and 
finally points out the shortcomings of existing research on dynamic capability. The 
summary and analysis of dynamic capability research in this paper has very important 
reference significance for deepening theoretical research and guiding management 
practice. 
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1. The Theoretical Origin and Background of Dynamic Capability Theory 

The birth of the concept of dynamic capability has a profound theoretical origin with the 
process of theoretical construction. In essence, dynamic capability theory is a dynamic 
regression to the internal and external fit spirit of classical strategic management theory. 
The classical strategic management theory, which started from Harvard School, regards 
strategy as a procedural rational planning process, and emphasizes the comprehensive analysis 
of internal conditions (attributed to strengths and weaknesses) and external environmental 
factors (embodied in opportunities and threats). Then, on the basis of classical strategic 
management theory, two kinds of strategic management theories, Michael Porter's competitive 
strategy theory and core competence theory based on resource-based view, came into being 
about the core problem of "how to obtain competitive advantage for enterprises". Based on the 
analysis of industrial structure, the theory of competitive strategy emphasizes the importance 
of external environment and industry selection, and holds that whether an enterprise can 
obtain competitive advantage depends on the industry selected by the enterprise and its 
relative position in the industry [1]. The theory of core competence emphasizes the importance 
of strategic resources and core competence in enterprises, and holds that the characteristics of 
enterprises' own resources, such as uniqueness, scarcity, imitation and irreplaceability, are the 
decisive factors of their sustainable competitive advantage [2]. 
Since the 21st century, the scientific and technological progress with information technology 
as the core presents VUCA characteristics (i.e., Volatility, Uncertainty, Complexity, Ambiguity), 
which constantly reshapes the global economic structure and the competitive situation of the 
business community. However, the above-mentioned traditional strategic management 
research paradigms are difficult to fully explain how enterprises can effectively maintain their 
competitive advantage in this complex and turbulent environment. In the framework of 



Volume 3 Issue 11, 2022 

DOI: 10.6981/FEM.202211_3(11).0049 

418 

Frontiers in Economics and Management 

ISSN: 2692-7608 

classical strategic management theory SWOT, the analysis of internal factors and external 
environment of enterprises is generally static, and it is difficult to guide the formulation of 
coherent long-term strategy by enumerating internal and external factors in a general and 
fragmented way. Competitive strategy theory emphasizes the importance of external 
environment too much, but ignores the characteristics and capabilities of enterprises 
themselves, and can not explain the performance differences of different enterprises under the 
same positioning, so the strategic objective decomposition based on competitive strategy 
theory may be ineffective. The theory of core competence emphasizes the importance of 
internal strength of enterprises too much, but ignores the adaptability between ability and 
environment. With the dynamic changes of external environment, the core competence of 
enterprises is easy to show some inertia of resisting changes, that is, the so-called "core rigidity", 
and the original core competence becomes a burden that hinders the transformation and 
development of enterprises. 
In view of the limitations of these traditional theories, the dynamic capability theory came into 
being. Dynamic capability theory returns to the internal and external matching framework of 
traditional classical strategic management theory, At the same time, it makes up for the defect 
that the classical strategic management theory mainly focuses on examining the static elements 
inside and outside the organization, and can't make adjustments quickly in the face of the 
dynamic changes of the environment, and emphasizes that enterprises should maintain the 
dynamic fit between their core competitiveness and the constantly changing external 
environment. 
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Figure 1. Development track of strategic management theory 

2. Content Framework of Dynamic Capability Theory 

2.1. Concept Connotation of Dynamic Capability 
Dynamic capability mainly includes three dimensions, namely, sensing, seizing and 
transforming [3]. Sensing is the premise of dynamic capability, which refers to discovering, 
identifying and evaluating potential market opportunities through insight into market demand, 
technological progress, policy system and other change laws. Seizing is a means to realize 
dynamic capability, which refers to integrating internal and external resources of enterprises 
through timely decision-making to seize potential market opportunities and obtain value from 
them;.Transforming is the supporting system of dynamic capability, which means 
strengthening, protecting and reconstructing the resource combination of enterprises when 
necessary by constructing the flexible adaptability of technology and organizational structure, 
so as to realize the continuous renewal of products and services, and then obtain sustainable 
competitive advantage. 
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At present, there are two understandings of the concept definition of dynamic capability, that 
is, what dynamic capability is. On the one hand, scholars headed by David Teece believe that 
dynamic capability is an abstract organizational capability from the perspective of capability, 
which enables enterprises to build, integrate and reconstruct internal and external resources 
to cope with the changing external environment [4]; On the other hand, scholars led by Kathleen 
M.Eisenhardt think that dynamic capability is a specific organizational or strategic process, 
especially an organizational or strategic process in which enterprises integrate, reconstruct, 
acquire and release resources to match and even create market changes [5]. It should be 
considered that dynamic capability itself is a kind of capability rather than a process, but 
dynamic capability needs to be embedded in the unique organizational process or convention 
of enterprises to play a role, so as to promote enterprises to quickly adapt to the complex and 
changing external environment and create sustainable competitive advantage. 
In addition, there are two unified consensuses on the concept and connotation of dynamic 
capability in academic circles. First, dynamic capability is a high-order organizational capability, 
which determines the speed of change of conventional capability [6, 7]. Conventional 
capabilities such as operational capabilities and management capabilities mainly focus on cost 
control and efficiency improvement, while dynamic capabilities focus on resource integration 
and innovation, thus expanding, revising and creating conventional capabilities. Second, 
dynamic capability is endogenous, influenced by the past development history of enterprises, 
and it is difficult to imitate among enterprises [8]. Compared with conventional capabilities, 
which can be purchased from outside, dynamic capabilities are gradually established by 
enterprises in repeated practice and trial-and-error learning, which have enterprise 
heterogeneity and can only be constructed by themselves. 

2.2. Application Process of Dynamic Capability 
The application process of dynamic capability includes four stages: mutation, selection, 
dissemination and maintenance. Through the cycle of these four stages, the continuous 
construction, development and evolution of dynamic capability are realized [9-11]. 
First, the mutation stage. Due to the changes of external environment such as the progress of 
science and technology, the innovation of competitors and the change of legal system, after 
absorbing new knowledge, enterprise elites represented by entrepreneurs have produced a 
series of new ideas on how to combine and reconstruct internal and external resources to cope 
with environmental changes (these ideas are in a budding state and exist in a implicit form). At 
this time, the embryonic form of new practices appeared within the enterprise. 
Second, the selection stage. Through discussion, the new ideas generated in the variation stage 
are clearly explained (knowledge visualization), and the new ideas that have gained consensus 
are selectively transformed into official documents (knowledge coding) through internal 
evaluation. In the process of selection, new ideas may bring conflicts of interest to the existing 
business of the enterprise, and then lead to fierce disputes within the enterprise, so it is 
particularly important to evaluate and choose objectively and fairly as much as possible. 
(Generally speaking, in the management practice of enterprises, the business department with 
the peak profit has the strongest right to speak, which makes some destructive innovation 
projects not get the opportunity to develop due to conflicts of interest, resulting in enterprises 
losing the favorable opportunity for transformation and change. This is the reason why Kodak 
failed to transform digital cameras). The clarity of knowledge integration at this stage led to the 
initial formation of new conventions. 
Third, the dissemination stage. Enterprise managers promote the best practice of applying 
resource re-integration in a certain department to the whole enterprise, and each department 
uses the new practice to solve the problems caused by environmental changes, and gradually 
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adapts to this new organizational practice, thus making the new practice come into being 
formally. 
Fourth, the maintenance stage. Repeated use of the new resource combination mode, and 
continuous optimization and adjustment through internal feedback, so that the new convention 
can be maintained, and at the same time, experience and knowledge can be accumulated for the 
next round of variation. At this stage, the new practice was institutionalized. 
In the whole cycle process, the original old knowledge of the enterprise is constantly changed, 
new knowledge is constantly produced, and the dynamic capability of the enterprise is 
constantly constructed and developed, finally creating a "sustainable" competitive advantage 
composed of countless "temporary" competitive advantages for the enterprise. 
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Figure 2. Application mechanism of enterprise dynamic capability 
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2.3. Influencing Factors of Enterprise Dynamic Capability 
The factors that affect the construction and promotion of enterprise dynamic capability can be 
mainly attributed to the following three aspects. 
First, the resource base or stock of the enterprise. The essence of dynamic capability is the 
integration and reorganization process of internal and external resources. Therefore, in the 
process of grasping and utilizing opportunities for resource integration, enterprises need to 
have a certain resource base, and at the same time, enterprises also need to rely on a certain 
resource stock to identify external opportunities and threats. 
Second, the perception ability of the top management team. The perception of opportunities 
and threats and the grasp of opportunities by the enterprise elites represented by 
entrepreneurs (mainly referring to the top-level leadership team of the company and the 
middle and high-level managers who can influence the development and transformation 
direction of the company) are very important for maintaining the dynamic capability of the 
enterprise and are the micro-foundation of the dynamic capability [12, 13]. How managers 
interpret the changing factors in the environment will affect their decision-making behavior, 
and then affect the dynamic capability of enterprises. 
Third, entrepreneurship-oriented organizational culture and learning mechanism [14, 15]. In 
the context of entrepreneurship orientation, the pervading atmosphere of innovation and 
proactive action within the enterprise will enable the elites inside the enterprise to constantly 
surpass themselves, bring back the resources and knowledge required by the enterprise from 
the outside to the inside of the enterprise, and replicate, disseminate and institutionalize 
internally through repeated practice, trial and error, improvisation, imitation and other 
learning mechanisms, thereby changing the original operation ability of the enterprise and 
realizing change and innovation. 

2.4. The Influence of Dynamic Capability on Enterprise Performance 
Most of the early researches on dynamic capability think that dynamic capability can directly 
have a positive effect on enterprise performance. In recent years, the research tends to think 
that the relationship between dynamic capability and enterprise performance is indirect, and 
dynamic capability itself can not directly create competitive advantage, but affects 
organizational performance through intermediary factors. 
At present, there are three widely recognized intermediary factors: First, the strategic process 
[16]. Through the whole strategic management process of strategic analysis, formulation, 
implementation, evaluation and adjustment, enterprises microcosmically turn intangible 
dynamic capabilities into concrete strategic actions, thus having a positive impact on enterprise 
performance and competitive advantage. David Teece, the founder of dynamic capability, also 
pointed out that enterprise strategy, dynamic capability and business environment are co-
evolving, and dynamic capability can play an effective role only under the guidance of excellent 
innovation-oriented strategy [6, 17]. The second is innovative activities [18, 19]. Enterprises 
can improve their performance by applying dynamic capabilities to "exploitative innovation" 
and "exploratory innovation". "Utilization innovation" means that enterprises improve their 
operation skills and product utilization rate based on existing technical capabilities and 
knowledge stocks to meet the current market demand. "Exploratory innovation" emphasizes 
acquiring and creating brand-new technical capabilities and knowledge, developing new 
products and services, and meeting potential or emerging market demands. Enterprises find 
feasible opportunities by scanning the external environment through dynamic capabilities, 
improve and perfect products by using innovation, so as to enhance short-term performance, 
and gradually implement exploratory innovation, strive to maximize the first-Mover advantage 
brought by new opportunities, and finally enhance the long-term competitive advantage of 
enterprises. The third is the application and management process of new technologies [20]. 
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Enterprises apply dynamic capabilities to technology management activities, realize the 
continuous development and innovation of existing technological capabilities by introducing 
and applying new technologies, and promote enterprises to re-form technological tracks and 
technological paradigms, thus successfully coping with industrial paradigm changes and 
constantly creating new competitive advantages. 

2.5. Summary of Key Points of Dynamic Capability Theory 
To sum up, the basic proposition of dynamic capability theory is that the sustainable 
competitive advantage of enterprises originates from the renewal and change of core 
competitiveness of enterprises with the environment. Only by conforming to the trend of 
scientific and technological revolution and industrial transformation, constantly creating new 
competitiveness and driving development with innovation, can enterprises remain invincible 
in the complex and turbulent business environment. 
Specifically, The management framework from the perspective of dynamic capability mainly 
emphasizes the following five key points: First, it emphasizes insight and prediction of 
environmental trends. Second, it emphasizes the acquisition of new resources and the 
integration and transformation of existing resources. Third, it emphasizes the importance of 
innovation activities to drive the transformation and development of enterprises. Fourth, it 
emphasizes that strategic management is a dynamic closed-loop mechanism, and strategies 
need to be adjusted in real time according to feedback. Fifth, it emphasizes that organizational 
learning is an important mechanism for enterprises to build and enhance dynamic capabilities. 

3. Shortcomings of Current Research on Dynamic Capability Theory 

The theory of dynamic capability has been put forward and developed mainly in the past twenty 
years, and both its theoretical system and practical exploration are still in continuous 
improvement, so there are still some shortcomings in the current research of dynamic 
capability. 
First, the measurement index and evaluation system of dynamic capability are still vague. How 
to measure whether an enterprise has dynamic capability or not, and how to compare the 
differences of dynamic capability level among different enterprises, there is no unified 
understanding of such issues in academic circles. Due to the lack of a clear and definite 
evaluation system and mature and reliable scale, it is difficult to have a definite quantitative 
conclusion in the study of the relationship between dynamic capability and enterprise 
performance, which leads to the lack of operability of dynamic capability theory. 
Second, there is insufficient research on the impact of new technologies on dynamic capability 
building. Under the new wave of science and technology represented by artificial intelligence, 
the cultivation and improvement of enterprise dynamic capability may depend more on new 
technologies. For example, artificial intelligence technology based on machine self-learning 
may replace the existing organizational learning methods, but these models have not been 
widely studied. 
Third, the research on the relationship between enterprise managers' cognition and dynamic 
capability is still in its infancy. Paradigm cognition is the premise of dynamic capability, and the 
most remarkable feature of paradigm change is that there is a qualitative difference between 
the new paradigm and the old paradigm, which is incommensurable (The incommensurability 
of paradigm means that there is no subset of "greatest common divisor" between the two 
paradigms. After the change of industrial paradigm, the logic, rules and principles of industrial 
members also change qualitatively) [21]. When paradigm changes occur, how to break through 
their cognitive bottlenecks to cope with the discontinuous changes of the external environment, 
there is no good solution to such problems at present. 
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