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Abstract 
Dynamic capabilities have become a foundational concept in strategic management, describing how firms can 

systematically adapt, renew, and reconfigure internal and external competencies to sustain competitive advantage in 

volatile environments. This article explores the theoretical origins, essential components, empirical evidence, and practical 

strategies for leveraging dynamic capabilities to enhance firm adaptability. Through case studies, models, and visuals, the 

discussion demonstrates how dynamic capabilities enable resilience, innovation, and growth in turbulent markets. 
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INTRODUCTION 
Organizational environments are increasingly 

characterized by rapid technological change, global 

competition, shifting consumer preferences, and 

regulatory uncertainties. In such settings, the 

conventional focus on static resources is inadequate; 

instead, the ability to continuously adapt—known as firm 

adaptability—becomes a decisive factor for long-term 

success. The dynamic capabilities framework, developed 

by Teece, Pisano, and Shuen in 1997, offers a lens for 

understanding these adaptive processes[1][2]. 

This article examines: 

 The theoretical foundations of dynamic 

capabilities 

 Key mechanisms: sensing, seizing, and 

transforming 

 The interplay between dynamic capabilities and 

adaptability 

 Empirical findings and real-world case studies 

 Graphs and models illustrating core concepts 

 Best practices and implementation challenges 

 

Theoretical Foundations 

Defining Dynamic Capabilities 
Dynamic capabilities are higher-level organizational 

competencies that enable firms to sense and shape 

opportunities and threats, seize those opportunities, and 

maintain competitiveness by transforming organizational 

assets and processes[3][1][4]. Unlike ordinary (operational) 

capabilities, which pertain to routine activities, dynamic 

capabilities focus on orchestrating change and 

innovation. 

―Dynamic capabilities are the firm’s ability to 

build, integrate, and reconfigure internal and 

external competencies to address rapidly 

changing environments.‖ (Teece et al., 1997)[2] 

 

Table 1: Ordinary vs. Dynamic Capabilities 

Ordinary Capabilities Dynamic Capabilities 

Operational efficiency Sensing and seizing 

opportunities
[1] 

Routine execution Reconfiguring resource base 

Short-term focus Long-term adaptability 

Imitable Difficult to replicate
[3] 

 
Micro-Foundations of Dynamic Capabilities 
Modern research highlights three primary micro-

foundations[4][5]: 

 Sensing: Identifying and assessing opportunities 

and threats in the environment. 

 Seizing: Mobilizing resources to capture value 

from these opportunities. 

 Transforming: Renewing and reconfiguring 

organizational assets for continued relevance. 

 

Dynamic Capabilities and Firm Adaptability 

The Adaptability Imperative 
Adaptability is the capacity to respond effectively to 

environmental shifts. In dynamic markets, static 

approaches confer only transient benefits. Dynamic 

capabilities empower firms to move beyond reactive 

responses, fostering strategic agility and proactive 

transformation[6][7]. 



Lauren Payne Int Med 2020;1(1): 1-3 
 

 

2 
 

 

Typology of Firm Adaptation 
Recent scholarship delineates modes of adaptation based 

on the dynamic capabilities–environment nexus[8]: 

 Adaptive Evolution: Reacting to discrete 

environmental shocks. 

 Adaptive Coevolution: Symbiotic adaptation 

amid continuous environmental change. 

 Shaping Coevolution: Both anticipating and 

influencing environmental shifts. 

 Operational Agility: Tactical, short-term 

adjustments within existing parameters. 

 

Graph 1: The Dynamic Capabilities Cycle 

 Sensing → Seizing → Transforming → 

Competitive Advantage → Reinvestment in 

Sensing 

This simplified cycle depicts the continuous, iterative 

nature of dynamic capabilities in fostering adaptability 

and performance. 

 

Empirical Evidence 
A systematic literature review identified 240 

idiosyncratic dynamic capabilities classified under the 

core processes of sensing, seizing, and transforming[4]. 

Empirical studies demonstrate that firms with strong 

dynamic capabilities: 

 Outperform competitors during technological 

disruptions[9][10] 

 Integrate digital innovation more successfully[11] 

 Exhibit higher resilience in crisis contexts such as 

pandemics or economic shocks[12] 

 

Graph 2: Frequency of Dynamic Capabilities in 

Literature 

Capability Type % of Cited Studies
[4] 

Sensing 80 

Seizing 70 

Transforming 60 

 

CASE STUDIES: DYNAMIC 

CAPABILITIES IN ACTION 
Microsoft: Strategic Transformation 
Under Satya Nadella, Microsoft sensed the cloud-

computing trend, seized the opportunity by redirecting 

resources to Azure and subscription-based services, and 

transformed its organizational structure for cross-

functional collaboration. This shift revitalized growth 

and competitive positioning[5]. 

 

Family Businesses: Resilience Through Dynamic 

Capabilities 
Research shows that family-owned firms applying 

dynamic capabilities adapt more rapidly to succession, 

technological changes, and market volatility, preserving 

legacy while innovating for the future[12]. 

 

Digital Startups: Orchestrating Networks 
Startups in digital sectors harness dynamic capabilities to 

rapidly pivot, orchestrate partnerships, and crowdsource 

innovations, as shown by platforms like Uber and 

Airbnb[2]. 

 

Taxonomy of Dynamic Capabilities 
A recent taxonomy organizes dynamic capabilities into 

three main processes with 19 sub-capabilities, offering 

actionable guidance for managers[4]: 

 Sensing: Competitive intelligence, customer 

feedback integration 

 Seizing: Flexible resource allocation, strategic 

alliances 

 Transforming: Business model innovation, 

restructuring 

Level Example Capability 

Sensing Market foresight
[4] 

Seizing Innovation investment 

Transforming Organizational learning 

 
Best Practices for Building Dynamic Capabilities 

1. Invest in Talent and Leadership 
o Nurture adaptive leadership at all 

management levels[13][14]. 

2. Embed Continuous Learning 
o Promote organizational learning and 

experimentation with new routines[1]. 

3. Develop Sensing Infrastructure 
o Invest in market research, data analytics, 

and real-time feedback systems[14][7]. 

4. Flexible Structures 
o Decentralize decision-making and 

empower cross-functional 

collaboration[5][6]. 

5. Resource Fluidity 
o Enable rapid reallocation of assets to 

priority areas[8][4]. 

6. Protect and Leverage Intellectual Property 
o Secure innovations with patents and trade 

secrets. 

 

Visual Model: The Sensing-Seizing-Transforming 

Framework 

 Sensing (Radar): Continuously scans for market 

and technology shifts. 

 Seizing (Gear): Mobilizes resources, launches 

new initiatives. 

 Transforming (Recycle/Loop): Adjusts 

structures, processes, and culture for 

sustainability. 

 

Challenges in Implementation 

 Measuring dynamic capabilities remains complex 

due to qualitative variations[15]. 

 Overemphasis on agility may lead to insufficient 

focus on core competencies[13]. 

 Organizational inertia and resistance to change 

can hamper capability development[6]. 

 Sustaining dynamic capabilities requires ongoing 

investment, even in stable periods[16]. 

 

CONCLUSION 
Dynamic capabilities serve as the foundation for firm 

adaptability in a world of constant change. By 

systematically building, sensing, seizing, and 

transforming processes, organizations not only survive 

but thrive during upheaval. Effective dynamic 

capabilities transform firms from passive reactors to 
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proactive innovators and industry shapers[5][4][2]. As the 

business environment continues to evolve, investment in 

dynamic capabilities is not optional—but essential. 
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