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The objective of this thesis was to study the relationship between first-

order capabilities and online innovations. First-order capabilities can be 

divided into market and technology capabilities, and they play an important 

role in the production of innovations.  

 

The study was carried out in publishing industry, where many changes 

have taken place in the online environment during the last few years. In 

the empirical research, four companies were studied, two magazine pub-

lishers and two newspaper publishers. The analysis was done in two 

phases; first every case was analyzed alone and then the cases were 

compared in cross-case analysis.   

 

The most important finding was the positive impact of market capability to 

the production of online innovations. The study also increased understand-

ing about the relationship between market and technology capabilities and 

online innovations in general.  
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Tämän pro gradu –tutkielman tarkoituksena oli tutkia ensimmäisen asteen 

kyvykkyyksien ja online-innovaatioiden välistä suhdetta. Ensimmäisen as-

teen kyvykkyydet voidaan jakaa markkina- ja teknologiakyvykkyyksiin joi-

den voidaan ajatella olevan tärkeitä innovaatioiden tuottamisessa.  

 

Tutkimus toteutettiin lehtikustannusalalla, jossa on viime vuosien aikana 

tapahtunut paljon muutoksia verkkoympäristössä. Empiirisessä osiossa 

tarkasteltiin neljää yritystä, joista kaksi oli aikakausilehtikustantajaa ja kak-

si sanomalehtikustantajaa. Analyysi toteutettiin kahdella tasolla, ensiksi 

tarkastelemalla kutakin tapausta erikseen ja tämän jälkeen asettaen ne 

rinnakkain vertailtavaksi.  

 

Tärkein tutkimustulos oli havainto siitä, että erityisesti markkinakyvykkyys 

vaikutti positiivisesti uusien online-innovaatioiden syntyyn. Lisäksi tutkimus 

lisäsi ymmärrystä markkina- ja teknologiakyvykkyyksien ja online-

innovaatioiden suhteesta yleisesti. 
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1 INTRODUCTION 

 

This study examines the relationship between first-order capabilities and 

online innovations, more precisely the relationship between market and 

technology capabilities and innovations as outcomes, produced in online 

environments in the publishing sector. The study is part of a research 

project at the Technology Business Research Center (TBRC) of Lappee-

nranta University of Technology. The project is funded by Helsingin Sa-

nomain Säätiö. This master’s thesis is an independent part of the research 

project; the data of the research is collected together with the project 

members.  

 

1.1 BACKGROUND OF THE STUDY 

 

Resource-based view of a firm (RBV) is based on gaining competitive ad-

vantage by using firm’s resources effectively and combining different ca-

pabilities appropriately (e.g. Barney, 1991; Peteraf, 1993; Teece et al., 

1997). In RBV, capabilities are seen to be heterogeneous between firms 

and usage of them differs as well. Although capabilities have been studied 

extensively during the past decades, there are still questions which have 

not been solved.  Innovations and their meaning for a firm’s success con-

stitute an interesting aspect of competitive advantage; e.g. Alegre and 

Chiva (2008, 316) claims that innovations lie at the core of the concept of 

competitive advantage. Innovations have also been studied a lot in differ-

ent kinds of frameworks. However, as Brown and Eisenhardt (1997, 2) 

say, research has not enlightened the processes and structures of the 

continuous innovation. Ellonen et al. (2009) found interesting relationship 

between dynamic capabilities and characters of online innovations in their 

study of the publishing industry. Nevertheless, they admit that future re-

search is needed to clarify the link between capabilities and innovations.  
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Moreover, the relationship between lower-level capabilities and online in-

novations remained understudied.  

 

The influence of e-business has been noticeable in the publishing industry 

and the focus has been shifting towards online environments. Hence, on-

line environments have changed the modes of operation within the pub-

lishing industry. It means that the media has to offer new types of products 

for online environments. According to Borges et al. (2009, 883), online en-

vironments have changed firms’ and customers’ communication and par-

ticipation. Therefore, e-commerce provides the possibility for inventing 

new solutions, products and new business models (Borges et al., 2009, 

883). To cope with such change in sensitive and changeable markets, 

firms need to combine effectively their market and technology capabilities 

and use them in new product development. For these reasons publishing 

industry is an intriguing field for studying the relationship between capabili-

ties and innovations. 

 

In next paragraphs I will explain the structure of the Finnish publishing in-

dustry in order that the reader may better understand this research envi-

ronment. According to the Finnish Newspaper association, almost 200 

newspapers are published in Finland (Sanomalehtien liitto, 2010). Most of 

the papers are published by one of the 20 publishing companies. Accord-

ing to Aikakausmedia, there are over 3,000 magazine titles in Finland (Ai-

kakauslehtien liitto, 2010) though fewer than 500 of them appear more 

than once a month.  Besides the print version, many of them have online 

versions as well.  In 2008, 164 newspapers and 248 magazines had online 

pages containing at least some editorial material (Tilastokeskus, 2010). 

Hence, a quick calculation shows that more than half of the papers provide 

online content. Therefore the study of online innovation in the publishing 

sector remains valid.  

 

The use of Internet in Finland has been studied by Statistics Finland. As 

shown in Figure 1 below, 77% of Internet users read or download online 
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magazines.  Also other activities which are closely connected to online 

publishing are highly used by the Finnish population; these activities are in 

highlighted in the figure. The purpose of the figure, besides presenting the 

actual reading of online papers, is to illustrate how many of the online ac-

tivities could be provided by online papers, accents it selves could also be 

done differently. Some online magazines provide services through which 

consumers can get information about goods and services, and on the oth-

er hand, not all papers do provide theme sections for health-related infor-

mation or traveling, for example.  

 

 

Figure 1: Purposes of the use of the Internet 2009 

 

Figure 2 illustrates how online activities (which could be linked to online 

publishing) have changed from 2007 to 2009. Reading or downloading 

online magazines has increased by 14 percentage points, for example. All 

activities, like sharing your own content, which is common in many pub-

lishers’ websites nowadays, had not been measured before 2009. 

 

Purposes of the use of the Internet 2009
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Sharing own content
Looking for a job or sending an application
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Instant messaging
Buying electronic commerce

Looking for information about education offers
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Reading weblogs
Listening to music online or downloading music 

Listening to web radios or watching web television
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Seeking health-related information
Browsing travel and accommodation websites

Reading or downloading online magazines
Finding information about goods or services
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Sending or receiving e-mails
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Figure 2: Purposes of the use of the Internet 2007 and 2009  

 

These two figures above illustrate well how multidimensional online pub-

lishing can be. Therefore publishing companies are good research objects 

for online innovation study. Online papers have developed their web offer-

ings and people use their services more than before. Figures also show 

how online publishing is changing the business field and reaching a large 

number of Internet users. 

 

Having now outlined the background of this research, I can now to specify 

the theoretical and managerial tasks of this study. The theoretical contribu-

tion of this study is firstly to provide empirical evidence about innovation-

related capability portfolios of publishing firms and secondly to provide a 

better understanding of online-related capabilities in the publishing indus-

try. These contributions are interesting views of strategic management, 

knowledge management and media management.  

 

Managerial contribution of the study will be explaining patterns of capabili-

ties and innovation outcomes in a way that publishing firms can under-
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%
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stand and enhance their online business to remain competitive in the tur-

bulent online environment. The study will give to firms’ tools for identify 

their possible capability gaps and thereby improve their future develop-

ment. 

 

1.2 THE OBJECTIVES AND THE RESEARCH PROBLEMS OF THE STUDY 

 

According to Hirsjärvi et al. (2007), research questions and problems 

guide research projects, as well as determining the choice of method 

choices and the theoretical framework. The main objective of the study 

was to analyze the relationship between first-order capabilities and online 

innovations. To understand this relationship thoroughly, you must study 

capability combinations empirically in actual business environments. The 

objective of the theoretical part is firstly to clarify the construct of capabili-

ties from the perspective of strategic management. The classification of 

capabilities is presented and different levels of capabilities are studied 

theoretically. Secondly the objective is to classify innovations in such a 

way that they can be studied together with suitable capabilities. It will be 

shown later how certain types of capabilities can be determined as innova-

tion-related capabilities. The theoretical review will evaluate previous stu-

dies and clarify terminology about capabilities and innovations. The re-

search framework is constructed from the theoretical framework. 

 

The research could have been made either in several business fields or in 

single industry. By focusing on a single sector, I limited the possibility that 

phenomena may differ between different industries. Hence, Alegre and 

Chiva (2008, 318) have approved for the single industry study in know-

ledge related studies, since “knowledge is diverse in different business 

fields”. I chose a case study approach because it typically provides infor-

mation rich and illuminative material (Patton, 2002, 40). Even though a 

single-case study is an accepted research method (e.g. Siggelkow, 2007), 
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a comparative case study gives an opportunity to compare cases and 

search for patterns (Eisenhardt & Graebner, 2007).  

 

The main research question of this study was: ‘what is the relationship be-

tween first-order capability combinations and innovation types’. Four sub-

questions specified the main questions and the answers assisted to build 

comprehensive conception of the studied subject. Research questions are 

presented at Table 1 below.  

 

Table 1: Research questions 

 

 

Sub-questions gave the opportunity to understand concepts of capabilities 

and innovations thoroughly and by answering questions I gathered empiri-

cal evidence about the relationship between first-order capability combina-

tions and innovation types. By answering the question of ‘What are first-

order capabilities’ I built a strong theoretical foundation in literature review 

for empirical analysis. I answered to the question by evaluating previous 

research and determinate terms which have been used before. Using 

them, I built a concept of first-order capabilities used in the empirical part 

of this study. Likewise, in order to answer the question ‘How can innova-

tion types be classified’, I evaluated previous studies about innovation 

classifications. I studied what kind of innovation type classifications have 

been made before and what researches have meant with different terms. I 

chose suitable terms for my empirical investigation and classified them for 

later researchers to use as well. The question ‘What kind of online-related 

capability portfolios do publishing companies have’ was answered by ga-

thering applicable empirical material about publishing companies’ capabili-
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ties and analyzing it against the theoretical background of this study. The 

question ‘What is the relationship between their capability portfolios and 

their online innovations’ was answered by analyzing their capability com-

binations and online innovations in two time periods and building a com-

prehensive picture of the relationships.   

  

Four cases were chosen from the publishing sector, and the empirical data 

of the study was collected in in-depth theme interviews. The analysis was 

conducted using qualitative research methods. Theme questions were 

composed on the basis of the theoretical framework and the analysis was 

reflected against it. The phenomena were studied firstly to understand 

every case on its own and then finding patterns among them through 

cross-case analysis.  

 

1.3 EXCLUSIONS AND LEVEL OF ANALYSIS OF THE STUDY 

 

The first limitation of this study was the time period. This study focused 

performance of the cases from the present to 2-3 years backwards. 

Hence, the future was excluded outside of this study’s domain as well as 

the longer sight to the history.  

 

The second limitation was that the study is accomplished in the publishing 

sector and therefore cannot be generalized to other industry fields. Two of 

the cases were from magazine and two from newspaper publishing. Mag-

azine cases had two brands each and newspaper cases one brand each. 

 

Made first-order capability combinations were studied together with pro-

duced innovations. This study examined the weight of first-order capabili-

ties and their combinations at the cases.  
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1.4 STRUCTURE OF THE THESIS 

 

The study consists of eight main chapters: Introduction, Resource-based 

view and capabilities, Innovations, The relationship between capabilities 

and innovations, Research methods and data, Findings, Discussion and 

Conclusion. The structure of the thesis is presented in Figure 3 below.  

 

The theoretical framework as well as the literature review in this thesis 

consists of chapters of ‘Resource-based view and capabilities’, ‘Innova-

tions’ and ‘The relationship between capabilities and innovations’. In these 

sections I introduce previous studies and put them to discuss together for 

to build the research framework for the empirical study. The research 

framework is presented at the end of chapter ‘The relationship between 

capabilities and innovations’.  

 

‘Research methods and data’ allows the reader to see which methods 

were selected. The research steps are explained carefully for other re-

searches in order to follow the reasoning. The chosen methods, data col-

lection and analysis submitting are described thoroughly. 

 

Empirical findings are presented in Chapter 6. First, single cases are ana-

lyzed alone in both time periods in terms of capabilities and innovations. 

After that, cases are compared against each others in both time periods in 

the section of cross-case analysis.   

 

After findings there is a chapter of discussion where findings are dis-

cussed with theoretical framework and founded patterns are analyzed to-

gether with previous studies. Also the relationship between first-order ca-

pabilities and online innovations is explained thoroughly.  

 

In the final chapter I will propound conclusions and suggest topics for fur-

ther study. Hence, I will present limitations of this study for other research-

ers to take into consideration in future studies. I will also give managerial 
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suggestions as to, how first-order capability combinations could be done 

effectively. 

 

 

Figure 3: Structure of the thesis 

 

 

  

1 Introduction

2 Resource-based view and capabilities

3 Innovations

4 The relationship between capabilities and 

innovations

5 Research methods and data

6 Findings

7 Discussion

8 Conclusion
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2 RESOURCE-BASED VIEW AND CAPABILITIES 

 

The resource-based view (RBV) is reasonable well-established orientation 

in strategic management. Whether is it a theory or not is not as clear as 

Priem and Butler (2001), for example, have shown. However, it provides a 

strong foundation to study companies’ success factors.  

 

With resource based view it is typically question of gaining a competitive 

advantage in the industry. Competitive advantage is a thing which makes 

one company superior against others. Barney (1991, 102) defines compet-

itive advantage as firm having value creating strategy which is not used by 

any competitors of firm at that moment.  Furthermore, he describes sus-

tained competitive advantage as “firm implementing a value creating strat-

egy not simultaneously being implemented by any current or potential 

competitors and when these other firms are unable to duplicate the bene-

fits of this strategy” (Barney, 1991, 102). Hence, RBV tries to answer the 

question as to what are the crucial elements which enable a company to 

gain a competitive advantage. 

 

It is widely accepted that elements for competitive advantage and value-

creating strategy lie in firms’ heterogeneous resources (e.g. Wernefelt, 

1984; Barney, 1991; Peteraf, 1993; Teece et al., 1997; Jacobides & Win-

ter, 2005; Rumelt, 1991).  Thus, competitive advantage could be gained 

by a firm if those resources “cannot be expanded freely or imitated by oth-

er firms” (Peteraf, 1993, 181). Hence, Barney (1991, 105-106) describes 

four requirements which a firm should accomplish if it wants to have sus-

tained competitive advantage. Those four musts for resource are: “it must 

be valuable, in the sense that it exploits opportunities and/or neutralizes 

threats in a firm’s environment, it must be rare among a firm’s current and 

potential competition, it must be imperfectly imitable, and there cannot be 

strategically equivalent substitutes for this resource that are valuable but 

neither rare or imperfectly imitable” (Barney, 1991, 105-106).  Barney 

(1991, 106) continues that resources which allow a firm to have effective-



11 
   

 
 

ness improving strategies are valuable. Though, a firm could have also 

other important resources, although they do not fulfill the requirement of 

high value or rareness (Barney, 1991, 106). 

 

So, what then is the content of resource which is seen to be source of a 

competitive advantage? Well, according to Wernefelt (1984, 172) “any-

thing which could be thought of as a strength or weakness of a given firm” 

and is “tied semipermanently to the firm” is a resource. Barney (1991, 101) 

on the other hand has listed things that may considered as resources: “all 

assets, capabilities, organizational processes, firm attributes, information, 

knowledge etc.”  It means that valuable and rare resources are company-

specific, and different factors could be a source of competitive advantage 

to different firms. Helfat and Peteraf (2003, 999) have put forth that an or-

ganization may have their own resources or have control over or access to 

them. That is to say, a firm does not need to own all such capabilities, but 

it can have those through collaboration or partnership with other company 

(e.g. Blomqvist et al., 2005). A common way to gain new resources or 

knowledge to the firm is buy them from subcontractors, although here lies 

a risk that the subcontractor may also sell its know-how to the client firm’s 

competitors. Then it is question whether these kinds of resources could be 

source of competitive advantage or not. 

 

It has been shown that resources are a source of competitive advantage. 

The next step is to further clarify the use of the resources. According to 

Wernefelt (1984) firm can use its resources for building entry and position 

barriers to protect itself from newcomers at the market. This is based on 

the Porterian view of competition in industry level. Peteraf (1993, 180) 

places firms in three categories based on quality of their resources; “firms 

with marginal resources can only expect to breakeven”, firm with “varying 

capabilities are able to compete in the marketplace” and “firms with supe-

rior resources will earn rents.” Therefore it could be claimed that for gain-

ing competitive advantage it is not enough only to have rare and valuable 

resources but their use, quality and number of resources are also signifi-
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cant. According to Barney (1991, 103), changes in competition or in the 

industry could also influence the value of a certain resource. Previous re-

sources may become useless or even weaknesses in a new business en-

vironment (Barney, 1991, 103). For example, the media publishing indus-

try has changed a lot because of new businesses in online environments 

(e.g. Ellonen & Kuivalainen, 2008).  According to Barney (1991, 107), stra-

tegic innovators usually have “valuable and rare organizational resources”. 

It means that they have been able to gain these resources and also been 

able to implement them. So being able to gain competitive advantage re-

quires having those resources and also being able to use them effectively. 

If firms in the same sector have similar resources and only one of them 

succeeds, this could be a case of failed implementation (Barney, 1991, 

107).  

 

Besides having different kinds of resources, firms may also combine their 

resources differently.  As Wernefelt (1984, 171) has described it, “most 

products require the services of several resources and most resources can 

be used in several products.” In current scientific conversation it is usually 

a question of capability combinations and combining capabilities. Kogut 

and Zander (1992, 383) have studied organizational learning, and found 

out, that it is possible for firm to learn new things by recombining their cur-

rent capabilities. Wernefelt (1984, 174) provides an example of capability 

use by describing managerial skills which could be used easily to different 

kind of task performing. Hence, it could be said that the importance of a 

firm’s resources lies in the “management of firm’s resource and capability 

portfolio” (Jacobides & Winter, 2005, 395). Differences and use of firm’s 

heterogeneous resources and capabilities determinates the advantage or 

disadvantage of a firm (Helfat & Peteraf, 2003, 997). It means that even if 

a firm has rich resources without proper strategy, the result depends on 

luck. According to Prahalad and Hamel (1990, 81) “the real sources of ad-

vantage are to be found in management’s ability to consolidate corporate-

wide technologies and production skills into competencies that empower 

individual businesses to adapt quickly to changing opportunities.” This 
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means that being successful it requires responsiveness to markets and 

changing business opportunities. To respond to changing challenges, a 

firm needs to be able to coordinate a set of tasks and utilize organizational 

resources, which Helfat and Peteraf (2003, 999) defines as an organiza-

tional capability.  

 

Consequently, resource-based view is base for capability research.  Ac-

cording to Brown and Eisenhard (1997, 16) the central issue in RBV has 

been the use of existing capabilities for successful product creation. 

Hence, they approve for building on the past in “successful multiple-

product innovation”, but add that also “looking to the future” is critical as 

well. Building on the past is one aspect of first-order capabilities as will be 

shown later, and combining capabilities in novel ways is looking to the fu-

ture. This combination of two orientations requires balancing the use of 

exploitation and exploration. Furthermore, the future orientation requires 

responsiveness to the market and flexible product innovation to be able to 

compete in markets (Teece et al., 1997, 515). The important aspect of 

competition and innovation is investing in new technologies (Clark, 1987, 

60) and market-technology linking in an effective way (Dougherty, 1992a, 

179) since product development is performed with new technology solu-

tions and understanding of customer behavior and needs. In this theses, 

market-technology linking is in a major focus. It is a question of how these 

two can be combined effectively and what results the combinations will 

produce. Thus, Peteraf (1993, 187) sees that with a precise analysis, a 

firm can estimate whether it should do things internally with its own re-

sources or gain new e.g. technologies from outside.  

 

The idea and elements of resource based view of the firm are described at 

Figure 4 below, where the resource-based view is seen as model of gain-

ing a competitive advantage through usage of resources. The elements of 

resources are based on Barney’s (1991) determination. The capabilities 

are in bold, because in following chapters I will focus on the meaning and 

use of capabilities.  



 

 
 

 

 

Figure 4: Resource
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a many-sided term and concept. According to Winter (2003, 

992) “capabilities are complex, structured and multidimensional.” 

are capabilities? Capabilities could be understood as “set of inert r

that are difficult to imitate and redeploy” (Kogut & Zander, 1992, 

“socially complex routines that determine the efficiency...” (Collis, 

1994), “ability of an organization to perform a coordinated set of tasks” 

fat & Peteraf, 2003, 999), for example. Usually the 

is used synonymously as capability; also in this study. 

studies is shared understanding of potential which all capabilities have. In 

other words, capability itself does not produce anything if it is not 

this study by capability is meant all knowledge, ability and know

firm uses for gaining a competitive advantage

Capability is enabler – if used properly, it will help a

profitably in changing the business environment. Different tasks require 

different kinds of capabilities and their combinations.  
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992) “capabilities are complex, structured and multidimensional.” So, what 

are capabilities? Capabilities could be understood as “set of inert re-

” (Kogut & Zander, 1992, 

“socially complex routines that determine the efficiency...” (Collis, 

1994), “ability of an organization to perform a coordinated set of tasks” 

the term ‘competence’ 

is used synonymously as capability; also in this study. Common to most 

studies is shared understanding of potential which all capabilities have. In 

does not produce anything if it is not in use. In 

this study by capability is meant all knowledge, ability and know-how 

competitive advantage by carrying out its 

it will help a company to act 

business environment. Different tasks require 
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But how does capability differ from other similar terms. The distinction be-

tween ‘capabilities’ and ‘resources’, for example, is by no means definite. 

As it was showed in the chapter on RBV, capabilities could be seen as 

specific resources of the firm. However, some researchers have also de-

fined resources and capabilities differently. As Dutta et al. (2005, 278) 

sees it, capabilities could be understood as “intermediate transformations 

ability between resources (i.e. inputs) and objectives”. This means that 

capabilities are used in processes where they are combined and used to 

produce something – either a service or a product. Winter (2000, 983) on 

the other hand, divides routines and resources by saying that “whereas 

routines can be of any size and significance, capabilities are substantial in 

scale and significance”. It could be understood that routines are perfor-

mances which have been executed many times and their meaning to the 

whole process could vary. While capabilities have specific meaning in their 

use and their being in the process is important. One could say that without 

the help of capabilities, the success of the process is more likely hapha-

zard. Amit and Schoemaker (1993) have also divided resources from ca-

pabilities by defining elements of resources as “externally available and 

transferable, owned or controlled by the firm and convertible” and capabili-

ties as “information based organizational processes, firm specific, tangible 

or intangible and intermediate goods”. This means that there are not strict 

definitions about the essence of capability. As will be seen later, the es-

sence of the capability differs depending of the capability. Teece et al., 

(1997, 516) have on the other hand divided terms into really specific re-

gions as Table 2 below shows. They have specified borders between ele-

ments of firms’ operating factors. This all leads to the conclusion that ca-

pability is really an abstract term, and whose specific meaning always de-

pends on the situation. In different firms different things could be vital ca-

pabilities, but also different capabilities could be important in the same firm 

during different periods. I will return to these differences in later as I put 

capabilities into different categories.   
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Table 2: Firms’ operating factors 

(Adapted from Teece et al. (1997)) 

  

 

One possible way to categorize capabilities is by their type and content 

and how they are seen in firms’ value-creating processes. Usually the 

classification is made between higher and lower level capabilities, also in 

this study. In a typical classification, capabilities are separated into two 

main groups; first capabilities for gaining new capabilities and/or capabili-

ties for combining existing capabilities and secondly capabilities for core 

every day business. The first ones could be called as dynamic capabilities 

(Teece et al., 1997) or second-order capabilities (Danneels, 2002), for ex-

ample. The second group, the lower level capabilities, could be called as 

first-order capabilities (Danneels, 2002), organizational competences 

(Teece et al., 1997), core competences (Teece et al., 1997) and operating 

routines (Zollo & Winter, 2002, 340), for example. In this study the first 

group is labeled as dynamic capabilities according to Teece et al. (1997) 

and the second ones first-order capabilities according to Danneels (2002). 

Danneels (2002) divides first-order capabilities into two sub groups which 

are technology competence and customer competence, to which I will re-

turn later.  
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At the following paragraph I clarify the concept of dynamic capabilities for 

the reader to understand the difference from operational capabilities. Ac-

cording to Gavetti (2005, 600) in recent literature dynamic capabilities is 

used for explaining capability development in firms where dynamic capa-

bilities assist “by creating dynamic or higher-order capabilities”. Hence, 

Teece et al. (1997, 516) defines dynamic capabilities “the firm’s ability to 

integrate, build, and reconfigure internal and external competencies to ad-

dress rapidly changing environments”. It is widely accepted that the main 

task for dynamic capabilities is creation, modification and combination of 

lower-level operational capabilities (e.g. Zollo & Winter, 2002, 340; Winter, 

2003, 991; Helfat & Peteraf, 2003, 999; Danneels, 2008, 520).  Therefore, 

the impact of dynamic capabilities to firms’ output is not direct, but through 

operational capabilities (Helfat & Peteraf, 2003, 999; Zollo & Winter, 2002, 

340). Thus, according to Teece (2007, 1319) “superior long-run business 

performance” is enabled by dynamic capabilities. This means that the 

choice between different capabilities is made in strategic decision-making 

process, where capabilities should be chosen based on an analysis be-

tween different options and targets.  

 

According to Zollo and Winter (2002, 340) “a dynamic capability is a 

learned and stable pattern of collective activity”. This claim is interesting, 

because if the concept of dynamic capabilities is seen as permanent, the 

only way for the company to gain competitive advantage is to use dynamic 

capability effectively and operate with lower level capabilities. For one, 

Danneels (2008, 520) describes second-order competence as a tool for 

creating new first-order competences; that includes “skill at learning new 

tasks”.  If dynamic capability is a skill, why would it not be possible to 

change it as well. Anyway, Teece (2007, 1319) states that through dynam-

ic capabilities firms can “create, extend, upgrade, protect, and keep the 

intangible assets” it possesses. Teece’s framework consists of three di-

mensions, which are sensing, seizing and reconfiguration. Sensing in-

cludes sensing and shaping new opportunities, seizing is capturing oppor-

tunities and reconfiguration stands for maintaining competitiveness 
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through enhancing, combining, protecting and reconfiguring assets 

(Teece, 2007, 1319). Jantunen (2005, 340) on the other hand has used 

another term and defines knowledge-acquisition capabilities as capabilities 

“for collecting new information and creating knowledge from internal and 

external sources”. He argues that new capability development is neces-

sary in “rapidly changing dynamic environments” (Jantunen, 2005, 337). It 

could be assumed that knowledge-acquisition capabilities are part of the 

concept of dynamic capabilities. Teece et al. (1997, 510) discuss about 

management capabilities in similar ways as Jantunen and other research-

ers more recently about dynamic capabilities. All in all, the substance of 

dynamic capabilities is in renewal of competences and strategic manage-

ment of the firm (Teece et al., 1997, 515). In order to understand lower-

level capability combinations it is important to have an idea of these high-

er-level dynamic capabilities, since by them the lower level capabilities are 

combined. 

 

If dynamic capabilities are defined as management capabilities for a firm’s 

renewal, “a first-order competence is the skill of performing a particular 

task” (Danneels, 2008, 520). According to Abernathy and Clark (1985, 5), 

by means of (first-order) competencies a firm can develop its products and 

provide them in the marketplace. Danneels (2002, 1102) aptly describes 

first-order competences as a set of resources.  The definition of these 

lower-level capabilities is not consistent among researches. For example 

Winter (2003, 991-992) uses the term ‘organizational capabilities’ which is 

commonly used in the same meaning. He defines them as a collection of 

organizational routines. (Winter, 2003, 991-992). Teece et al., (1997, 516) 

has defined the term ‘core competences’ as “firm’s fundamental business 

as core” and the success of the firm depends how firm-specific those ca-

pabilities are. Term used by Jacobides and Winter (2005, 397) is produc-

tive capabilities. There is also the concept of zero-level capabilities by 

which Winter (2003, 991-992) means capabilities which enable “a firm to 

make a living in the short term”, but it should not be understood as a part 

of first-order capabilities.  
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Operational first-order capabilities are necessities to a firm for product de-

velopment and the performance of tasks. By these capabilities firm ex-

ecutes and coordinates “the variety of tasks required performing the activi-

ty” (Helfat & Peteraf, 2003, 999).  In that case, these capabilities could be 

also the source of advantage to the firm (Zollo & Winter, 2002, 341).  As 

Winter (2003, 992) puts it, there is wide consensus in the literature what 

dynamic capabilities are. However, the concept of first-order competences 

is not so clear. It is not enough to claim that “operating routines are com-

petencies as the object on which dynamic capabilities operate” (Zollo & 

Winter, 2002, 340).  In the next chapter I will discuss first-order capabilities 

more thoroughly, but before that there is Table 3 below which explains 

capability categorization.  

 

Table 3: Capability categorization 

 

 

2.2 FIRST-ORDER CAPABILITIES 

 

In the earlier chapter first-order capabilities were determined as capabili-

ties to perform a firm’s core business. These competences are the source 

of competitive advantage, when they are built with resources, routines, 

skills, relevant knowledge and relationships (e.g. Teece et al., 1997, 524; 

Clark, 1987, 61). It means that the combination of these objects is thought 

carefully and the combinations are made for a precise target. It is a ques-

tion of productive capabilities or in the other words “knowledge of how to 
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do things” (Jacobides & Winter, 2005, 397). These first-order capabilities 

include both tangible and intangible elements (Danneels, 2002, 1112). 

Winter (2003, 991) describes organizational capability as a high-level rou-

tine or collection of routines that, “together with its implementing input 

flows, confers upon an organization’s management a set of decision op-

tions for producing significant outputs of a particular type”. The important 

words in that sentence are “outputs of a particular type” since it illustrates 

how action related first-order capabilities are. It means that first-order ca-

pabilities are needed in a product development process and through them 

a change in products, processes or markets is possible (Winter, 2003, 

992).  

 

Both Danneels (2002) and Abernathy and Clark (1985) divides first-order 

capabilities into two sub groups which are market capability and technolo-

gy capability. These capabilities are important for successful product inno-

vation (Danneels, 2002). According to Dougherty (1992a, 179) technologi-

cal and market possibilities need to be linked effectively for new product 

development. The division of first-order capabilities is shown in Figure 5. 

 

 

Figure 5: First-order capabilities 

 

Technology and market capabilities are both needed together, since prod-

uct manufacturing and building is done with technology capability, and 
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product selling to the customers is done with market capability (Danneels, 

2002, 1102; Abernathy & Clark, 1985, 5). This means that the product in-

novation includes the use of the both capabilities and is the result of capa-

bility combinations (Danneels, 2002, 1104). It does not matter if the firm 

has been long in the business, it still needs technical knowledge and it has 

to meet the marketing requirements of its customers (Clark, 1987, 59). 

Innovation possibilities require both types of capabilities together in new 

product development (Danneels, 2002, 1104).  

 

2.2.1 MARKET CAPABILITY 

 

Market capability is first-order capability as it was described earlier. Dan-

neels (2002 & 2008) has used the term ‘customer competence’ to describe 

the ability to serve certain customers; he (Danneels, 2007, 512) also has 

used term market-related resources in the same meaning. Abernathy and 

Clark (1985) on the other hand have described market/customer capabili-

ties as markets and linkages to customers. Other terms used to mean the 

same thing include market orientation and customer orientation. Renko et 

al. (2009, 336) have used market orientation “as an adaptive capability by 

which firms react or respond to conditions in the market”.  Hence, Borges 

et al. (2009, 884) have used both customer and market orientation, where 

“customer orientation include all the activities involved in the acquisition of 

information about current and potential customers”  and “market orienta-

tion also includes its dissemination among the departments”. In this study 

the essence of market capability includes all these ideas.  

 

According to Danneels (2002) customer competences includes four cate-

gories: knowledge and customer needs and processes, distribution and 

sales channel, communication channel and company/brand reputation. In 

the framework of Abernathy and Clark (1985) there are five mar-

ket/customer capabilities: relationship with customer base, customer appli-

cations, channels of distribution and service, customer knowledge and 



 

 
 

modes of customer communication.  Both perspectives are pictured in the 

Table 4 below. Danneels (2002, 1102

ferences and purchasing procedures and customers goodwill. By comm

nication channels he means information exchange both during 

opment process and commercialization of the product. Abernathy and 

Clark (1985, 6) clarifies their determination of market capabilities explai

ing that it includes “the knowledge and experien

uct’s use” and “the way in which customers obtain the product and related 

services, and the way in which they obtain information about its charact

ristics”.  

 

Table 4: Market capability dimensions 

Adapted from Danneels (2002) and  Abernathy & Clark (1985)
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communication with releasing time and location dependence. This also 

puts challenges to communication with customers.  

 

 The framework of this study consists of four dimensions of market capa-

bility such as: customer knowledge, customer needs, customer relation-

ship and customer communication. Those four components are presented 

in Table 5 below. Firstly, in order to understand customer needs and ac-

tions it is important to be able to collect and process customer knowledge 

from both new and existing customers. It includes capability to collect rele-

vant information about customer preferences at online environment as well 

as customers’ online habits. This requires that the firm has to have data 

collection tools on the one hand and necessary processes and skills to 

use the information it possesses on the other. The firm needs to have “sto-

rage” for its customer information as well, from where information can be 

extracted for various purposes. Secondly, the customer-needs component 

incorporates being able to satisfy customer expectations by offering suita-

ble product features and operations, and relevant product-development 

capability. It is a question of capability to offer applications and services to 

the customers and develop new products which are based on customer 

needs. Thirdly, I focus on the customer relationship, meaning the ability to 

identify and serve customer groups, build customer loyalty and use cus-

tomer registers. Customer relationship in online environment requires a 

new understanding of usually anonymous customers. Finally, customer 

communication implies the ability to communicate to and with customer 

through appropriate channels, which also includes the ability to process 

two-way interactive communication. It also includes processes for reacting 

to feedback and selling and promoting suitable products.  
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Table 5: Market capability 

 

 

2.2.2 TECHNOLOGY CAPABILITY 

 

As mentioned before technology capability is one of two groups of first-

order capabilities. Technology capability is seen to be important for a new 

product development process. Danneels (2008, 520) describes technolo-

gical capabilities as an “ability of a firm to make certain physical products:” 

In other words capability includes the possibility to perform in certain way 

for production. The term technology capability includes also production 

and operations (Abernathy & Clark, 1985, 6). In other words by technology 

capability it is possible to produce designing processes which in turn 

create product with suitable characters.  

 

Danneels (2002) has formulated technological competencies into four cat-

egories: manufacturing plant and equipment, manufacturing know-how, 

engineering know-how and quality assurance tools. Abernathy and Clark 

(1985) on the other hand have described technology/production capabili-

ties with six classes: design/embodiment of technology, production sys-

tems/organization, skills, materials/supplier relations, capital equipment 

and knowledge and experience base. Both perspectives are shown in Ta-

ble 6 below.  



 

 
 

 

Table 6: Dimensions of 

Adapted from Danneels (2002) and Abernathy & Clark (1985)
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In their opinion those capabilities may have major effect on the industry as 

a whole (Jacobides & Winter, 2005, 404). Although many researchers ad-

mit the importance of technology capabilities, Hipp and Grupp (2005, 524) 

have claimed that “technological and all other related processes are not 

the centre of the innovation processes in services”. However, I believe that 

in publishing industry in the context of online production, technology capa-

bility is important, even in the service sector.  

 

The classification of technology capability of this study is pictured in the 

Table 7 below, where technology capability is divided into three compo-

nents: ability to design and manufacture, production systems and know-

how and managerial skills. The ability to design and manufacture, referring 

here to online products with certain features, includes understanding the 

potential and limitations of product development. It also includes the ability 

to choose appropriate operations for product development processes. The 

second refers to productions systems and know-how, which means the 

ability to carry out everyday processes related to updating and maintaining 

the functionality of the products.  This capability includes investments in 

work and facilities. Finally, managerial skills refer to the capability to set up 

processes related to everyday work and product development. Managerial 

skills include also practices for project management and decision making 

processes in online production. Knowledge base is included into this di-

mension, where it means that firm has to have an organized knowledge 

base and information of people’s strengths and know-how.  
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Table 7: Technology capability 

 

 

2.3 EXPLOITATION, EXPLORATION AND CAPABILITY LEVERAGING 

 

A firm’s the sources of knowledge are either internal or external. To put it 

briefly, the former refers to exploitation and the latter to exploration. The 

real question is, which option is better to choose, since the processes be-

hind knowledge acquiring differs in exploitation and exploration. According 

to March (1991, 71) it is always a question of choice even if it is implicit to 

the firm; these two ways compete for the same resources. March 

(1991,71) continues that “maintaining an appropriate balance between 

exploration and exploitation is a primary factor in system survival and 

prosperity”. However, sometimes an organization cannot choose between 

exploitation and exploration, but needs to adopt with both approaches. 

This may take place when a firm has to respond simultaneously to current 

customer and new customer requirements (Benner & Tushman, 2003, 

252).  According to Wernefelt (1984, 178) “the optimal growth of the firm 

involves balance between exploitation of existing resources and develop-

ment of new ones”. 

 

But what is actually the essence of exploitation and exploration? Accord-

ing to Gupta et al. (2006, 693), there is no consensus about the characte-

ristics of exploitation. However, I present here the views from different re-

searchers about exploitation and combine those for a research framework 
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of this study.  Terms related to exploitation include: refinement, routiniza-

tion, production, implementation of knowledge, choice, efficiency, selec-

tion, execution, internal, extension of existing competences, technologies 

and paradigms (e.g. March, 1991; Holmqvist, 2004, Gupta et al., 2006; 

Rosenkopf & Nerkar, 2001). The idea is to use a firm’s existing knowledge 

either in new ways or acquiring it from sub-units for example (Gupta et al., 

2006, 694; Rosenkopf & Nerkar, 2001, 289). It is claimed that returns from 

exploitation are more predictable (March, 1991, 73) and exploitation in 

firms leads to further exploitation (Gupta et al., 2006, 695). It means that a 

firm is already familiar with knowledge that it uses, and sticking to its 

usage is more comfortable.    

 

As to exploration, terms related to it include: learning, innovation, search 

for new knowledge, experimentation, trialing, free association, discovery, 

novelty, external, risk taking, play, flexibility, new alternatives, for example 

(e.g. March, 1991; Holmqvist, 2004; Gupta et al., 2006; Rosenkopf & Ner-

kar, 2001). Rosenkopf and Nerkar (2001, 289) have discussed “bounda-

ries” which separate firms from the environment where they operate. Gain-

ing new knowledge outside these boundaries requires different processes 

than exploiting knowledge that is already available in the organization. 

When in previous paragraph I stated that returns of exploitation are more 

predictable, in the case of exploration the returns are less certain (March, 

1991, 73). According to Gupta et al. (2006, 695), exploration often leads to 

exploration. So it seems that firms tend to have behavior patterns what 

comes to knowledge seeking.  

 

Even though learning and innovation were associated with exploration, 

also exploitation requires learning and outcomes may be innovations 

(Gupta et al., 2006, 694). It has become clear that in order to be success-

ful, you need to careful combine exploitation and exploration skillfully. Ac-

cording to Gupta et al. (2006, 696), it is most likely easier to a whole or-

ganization to find a balance of exploitation and exploration than it is for 

individuals. It is up to the management to decide when there is need to 
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switch between these two alternatives. “The relationship between explora-

tion and exploitation depends much on whether the two compete for 

scarce resources and whether or not the analysis focuses on a single or 

on multiple domains” (Gupta et al., 2006, 697). The need of choosing be-

tween exploitation and exploration arises from dissatisfaction with ingoing 

behavior (Holmqvist, 2004, 78).  

 

According to March (1991, 85) “learning, analysis, imitation, regeneration, 

and technological change are major components of any effort to improve 

organizational performance and strengthen competitive advantage. Each 

involves adaptation and a delicate trade-off between exploration and ex-

ploitation.” Besides only choosing or balancing exploitation and exploration 

– the modes of knowledge gathering - firm has to decide what crucial ca-

pabilities it should improve more. This is known as capability leveraging. If 

firm has resources which give it competitive advantage, managers “should 

consider leveraging these resources further”, even though it may be diffi-

cult (Peteraf, 1993, 188). Because a competitive environment does not 

stay the same, sources of competitive advantage may also changes over 

time and the change requires evolution of capabilities (Helfat & Peteraf, 

2003, 998). It may be possible for a firm to create such value-creating 

strategies by developing its “valuable and rare resources” that are imposs-

ible for other firms to imitate (Barney, 1991, 108).  

 

However, there are also risks in leveraging current capabilities. Holmqvist 

(2004, 78) found out that “when actors were satisfied with present beha-

viors, whether of an exploitative or an explorative kind, those behaviors 

were reinforced”.  Furthermore, Jacobides and Winter (2005, 401) claim 

that a firm which has asymmetric capabilities is “likely to commit itself to 

the segment in which it is stronger”. In those cases a firm may miss an 

opportunity to acquire a more competitive advantage through the devel-

opment of new capabilities. Though, if a firm already has a competitive 

advantage in a certain area, it may consider dropping out unprofitable 
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segments and leverage its strengths more (Jacobides & Winter, 2005, 

401). 

 

Danneels (2007, 512) has studied technological capability leveraging and 

defines it as “a combination of the exploitation of an existing technological 

competence and the exploration of competences to serve new customers”. 

It means that in order to be able to leverage capabilities, a firm needs to 

find the right balance between exploitation and exploration. According to 

Helfat and Peteraf (2003, 998) “all capabilities have potential to accom-

modate change”. Even though Danneels (2002 & 2008) have connected 

certain types of capability leveraging to first-order and second-order capa-

bilities, Helfat and Peteraf (2003) claim that not all change requires inter-

vention of “dynamic capabilities”.  Consequently, it has become clear that 

in order to gain a competitive advantage and to be able to leverage its ca-

pabilities, a firm must strike the right balance between exploitation and 

exploration. 
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3 INNOVATIONS 

 

Innovation is a frequently used term in both scientific as everyday discus-

sions. Yet, there is no unambiguous definition for the term. It is common to 

begin to determine innovation by defining what it is not; innovation is not 

an idea or invention by itself. Therefore, in innovation there is always pro-

duction and marketing dimensions included as well as implementation 

tasks (e.g. Van de Ven, 1986; Garcia & Calantone, 2002; Popadiuk & 

Choo, 2006, 303). Hence, Renko et al. (2009, 333) define that innovation 

is a combination of invention and commercialization. Amabile et al. (1996, 

1155) have defined innovations quite sharply: “successful implementation 

of creative ideas within an organization”. According to Subramaniam and 

Youndt (2005, 451), to be able to produce innovations a "critical portion of 

the knowledge and skills are required". 

 

According to Van de Ven (1986, 591-592) the most essential aspect of 

innovation is novelty. It means that even if the new idea is based on the 

older ones, the formulation or approach has to be new. To whom innova-

tion is new is central when defining different characters of innovation. An-

yway, the newness could be novelty to ‘individuals involved’ (Van de Ven, 

1986, 591), novelty to ‘marketplace’ (Garcia & Calantone, 2002, 112), no-

velty to ‘industry’ (Garcia & Calantone, 2002, 124) or novelty to ‘world’ 

(Garcia & Calantone, 2002, 124). In Oslo Manual (1992) innovation was 

determined quite strictly so that there has to be significant technological 

improvements included.  However, in scientific discussion innovation is not 

seen as strictly as this. According Abernathy and Clark (1985, 6), “all 

technological innovation imposes change of some kind, but change need 

not be destructive”. So innovation does not need to be new to everyone 

and it could be imitation to someone, if only it has at least one of previous-

ly mentioned novelty aspects. These different dimensions of novelty are 

interesting viewpoints when studying innovations together with capabili-

ties. 
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3.1 INNOVATION AS AN OUTCOME – PRODUCT INNOVATION 

 

Van de Ven (1986, 592) divides innovations into two categories: technical 

innovations and administrative innovations. The first includes “new tech-

nologies, products, and services” and the second one different kinds of 

organizational functions and processes (Van de Ven, 1986, 592). In this 

theses, innovation is used to denote product innovation or in other words 

as an outcome of certain processes. Innovation is an end product of 

process where the capabilities have been used as explained earlier. Yet 

Gatignon et al. (2002, 1104) claims that there is “substantial empirical con-

fusion on the effects of different kinds of innovation on organizational out-

comes”. They nevertheless admit that there are some kinds of affects of 

technological change and impact on customers in innovation as organiza-

tional outcomes. According to Popadiuk and Choo (2006, 303), “product or 

service innovations should be new products or services aiming at satisfy-

ing some market needs”. Table 8 below shows that there are various defi-

nitions to product innovation.  

 

Table 8 Product innovation 

 

 

Yet it is not enough to describe innovation as an outcome with some no-

velty aspects. There has to be more precise ways to define elements of 

innovation. If ‘innovation’ is a complex term to define, the various innova-

tions categories are at least as difficult to define. Garcia and Calantone 

(2002, 110) have found in their review at least twelve different determi-

nants to innovation (“radical, incremental, really new, discontinuous, imita-
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tive, architectural, modular, improving, evolutionary, high, moderate and 

low). Abernathy and Clark (1985) use the terms niche creation, architec-

tural, regular and revolutionary when classifying different kinds of innova-

tions. Brown and Eisenhardt (1997, 25) introduce the term of rhythmic 

product innovation. These few examples illustrate well, how diversified 

innovation classification is. As Garcia and Calantone (2002, 110) state, 

different terms are used to denote the same thing and the same terms are 

used for different meanings. The typology of terms is not established. Hipp 

and Grupp (2005, 526) claimed in their study that in the service sector 

there is need for more detailed description of innovations. In the next 

chapter I will discuss product innovation classification in more detail and 

compose the ground for the study of innovations as outcomes.  

 

3.2 INNOVATION TYPES 

 

According to Henderson and Clark (1990), it is not enough to divide inno-

vations only to of radical and incremental innovations. Many other re-

searchers have also categorized innovations into a few different groups 

e.g. Gatignon et al. (2002), Abernathy & Clark (1985) and Garcia and Ca-

lantone (2002). Here I divide innovations into four groups which are shown 

in Table 9 below. The idea of four classifications (regular, niche creation, 

architectural and revolutionary) is from Abernathy and Clark (1985) and 

this terminology is used for research framework.  

 

Table 9: Innovation classification 

(Adapted from Abernathy & Clark, 1985) 

 

 

In next paragraphs the classification of Abernathy and Clark (1985) is 

used as a ground for studying other terms used in innovation discussion. 

Architectural RevolutionaryRegular Niche creation
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First there are descriptions about current innovation type and then tables 

where to find relevant definitions to this type of innovation. Since the inno-

vation debate has already been going on for decades, not all terms are 

explained here. Nevertheless, this classification will help the reader to un-

derstand which terms could be used as synonymous with terms used in 

this research.  I also take a stand for innovation typology by putting similar 

terms into groups and by that I bring clarity to a wider innovation discus-

sion.   

 

Regular innovations 

 

Abernathy and Clark (1985, 12) described regular innovations that their 

source is in existing technologies and these product are targeted to exist-

ing markets as well. Garcia and Calantone (2002, 123) for one’s part de-

fine incremental innovation of such determinants as “new features, bene-

fits, or improvements to the existing technology in the existing market”. 

Also Hipp and Grupp (2005, 526) describe incremental innovations as be-

ing new only to the firm and are aimed to the existing customers; they also 

claim that usually in the service sector incremental innovations dominate. 

So incremental innovations are “designed to meet the needs of existing 

customers… and build upon existing organizational knowledge” (Benner & 

Tushman, 2003, 243). Christensen et al. (2002, 96) used the term ‘sus-

taining innovations’ in their research paper to describe better quality or 

additional functionality providing in product or service innovations which 

are aimed to ‘organization’s most demanding customers’. They say that 

some of them may be incremental and some breakthroughs. However, it 

sounds that they meant same thing as other researchers referred above. It 

could be presumed what Abernathy and Clark (1985) described as regular 

innovations are incremental innovations to some researchers and sustain-

ing to others; also the term reinnovations or imitative innovations are 

sometimes used (Garcia & Calantone, 2002, 117). In this thesis I have 

used the term ‘regular innovation’ to describe innovations which are based 

on existing technology and markets and also the term ‘incremental innova-
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tion’ is used in same purpose if anything else does not appear in factual 

connection.  

 

As said before regular innovations are established on existing technology. 

However, technology does not need to be invariable; these kinds of inno-

vations may affect product characteristics, product cost and performance 

(Abernathy & Clark, 1985, 10-12). Also Gatignon et al. (2002, 1107) found 

out that an incremental innovation improves price and performance in ad-

vance. They also said that the incremental innovations which are built on 

existing capabilities are more likely to be commercial successes (Gatignon 

et al., 2002, 1105). This means that innovation could simultaneously add 

production competence and reinforce skills and a firm’s resources (Aber-

nathy & Clark, 1985, 12). Abernathy and Clark (1985, 12) admit that the 

effect may be either direct or indirect. Table 10 below contains descrip-

tions about this type of innovation. 

 

Table 10: The essence of regular innovation 
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Niche creation 

 

According Abernathy and Clark (1985,10), the charactersistics of niche 

creation are that innovation is aimed to new markets even though the 

technological changes of the product may be really small. Existing tech-

nology may be improved a little to open new market opportunities. In other 

words the technological change is based on former designs. Even if tech-

nological improvements are minor, the product itself might be significant 

and create new market segments.  (Abernathy & Clark, 1985, 10-12)  

 

Therefore, niche creation is an important class of innovations because its 

nature of the mix of existing technology and new market catch. With only 

describing incremental nature of technologies and forgetting customers, 

part of innovation aspects is loose. Table 11 below contains definitions of 

this kind of innovation type.  

 

Table 11: The essence of niche creation innovation 

 

 

Architectural innovations 

 

Architectural innovations is term which has been used e.g. Abernathy and 

Clark (1985) and Henderson and Clark (1990). The essence of architec-

tural innovation is that it changes or reconfigures a firm’s existing compo-

nents or subsystems (e.g. Abernathy & Clark, 1985; Gatignon et al., 2002; 

Hendersson & Clark, 1990). Through these new market and technology 

linkages, architectural innovations change industries or even create new 

ones (Abernathy & Clark, 1985). And it has to be kept in mind that when 

innovation is new to the industry it is at the same time also new to the 

marketplace (Garcia & Calantone, 2002, 124).  
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It is tempting to define architectural innovations the same way as radical 

innovations. The term radical innovation could be the most difficult term to 

define precisely. However, in many cases the terms could be used syn-

onymously; according to Abernathy and Clark (1985, 10), “using new con-

cepts in technology to forge new market linkages is the essence of archi-

tectural innovation” and according to Garcia and Calantone (2002, 120) 

“radical innovations are innovations that cause marketing and technologi-

cal discontinuities on both macro and microlevel”. With no further details, 

this could indeed be done. The term often used when radical innovations 

are defined is discontinuous, which means that new models has replaced 

the old ones (Garcia & Calantone, 2002, 120). Also Abernathy and Clark 

(1985, 6) describe radical innovations of aspects of disrupts and destruc-

tion in existing formulas.  

 

Even though architectural innovations change established functions, they 

may have same old parts of knowledge. In such cases, the previous sys-

tems are reformatted and the foundation is laid for new systems. Existing 

components may also be somehow combined differently and some com-

ponents may even be changed (Henderson & Clark, 1990, 12). These 

kinds of innovations may change a whole industry’s architectural basis 

and/or organizational climate. (Abernathy & Clark, 1985, 7). Table 12 be-

low shows definitions about these types of innovations.  
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Table 12: The essence of architectural innovation 

 

 

Revolutionary innovations 

 

According to Abernathy and Clark (1985, 12), the elements of revolutio-

nary innovations are discontinuous technology and an offering to existing 

markets and customers. Tushman (1997, 15) describes revolutionary 

change as ‘discontinuous environmental sifts’ and Barney (1986, 795) ex-

plains that “a revolutionary innovation will have the effect of displacing all 

currently competing firms.” Although, Abernathy and Clark (1985, 13) clari-

fy that some revolutionary innovations do not meet customers, some may 

also have problems in production and the rest may have problems in tim-

ing, and therefore they do not override competitors. Table 13 below shows 

definitions of this kind of innovation.  

 

  



 

 
 

Table 13: The essence of revolutionary innovation

 

The four innovation types

below. Innovations are classified based on what

have in the market or technology dimensions. It is formulated as a tranc

lience map of Abernathy and Clark (1985), but slightly simplified. This c

tegorization is used in 

later. 

 

Figure 6: Innovation map

(Adapted from Abernathy and Clark, 1985)

 

 

 

The essence of revolutionary innovation 

four innovation types described above are put into order in F

below. Innovations are classified based on what amount of novelty they 

market or technology dimensions. It is formulated as a tranc

lience map of Abernathy and Clark (1985), but slightly simplified. This c

tegorization is used in the empirical part of this study, as 

: Innovation map 

m Abernathy and Clark, 1985) 
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described above are put into order in Figure 6 

amount of novelty they 

market or technology dimensions. It is formulated as a tranci-

lience map of Abernathy and Clark (1985), but slightly simplified. This ca-

empirical part of this study, as will be shown 
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4 THE RELATIONSHIP BETWEEN CAPABILITIES AND IN-

NOVATIONS 

 

 

Innovations are linked to capabilities through the innovation process. Ale-

gre and Chiva (2008, 317) describe product innovation as “a process that 

includes the technical design, R&D, manufacturing, management and 

commercial activities in the marketing of new (or improved) product.” In 

this chapter these elements of the innovation process are linked to innova-

tions by dimensions of market and technology capabilities.   

 

Previous scientific research supports the idea that there is relationship be-

tween capabilities, more precisely first-order capabilities, and innovations. 

For example Renko et al. (2009, 334) admits that there is a connection 

with entrepreneurial orientation, market orientation and technology capa-

bilities in innovation production. Abernathy and Clark (1985, 3) also in-

cludes both market demand and influence of market structure and tech-

nology capabilities in the process of innovation. 

 

Innovation is result of combinations of different capabilities (e.g. Renko et 

al., 2009, 336; Benner & Tushman, 2002, 682; Teece et al., 1997, 519; 

Dougherty, 1992a, 179; Brown & Eisenhardt, 1997, 27).  For example 

Brown and Eisenhardt (1997, 27) claims that multiple-product innovation is 

established from core capability.  These capability combinations in innova-

tion production are usually done in a novel way (Renko et al., 2009, 333). 

In capability linking, necessary information is brought together to create 

something new (Dougherty, 1992a, 179). It means that innovation usually 

consists of different kind of knowledge and the process varies between 

innovations and firms. In this thesis the idea is to find common patterns in 

innovation production by limiting our view to a specific industry and certain 

types of innovations. According to Hurley and Hult (1998, 45), correspon-
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dence to firms’ business environments and new capability development 

leads to “competitive advantage and superior performance”. 

 

Many studies have integrated innovations with market and technology di-

mensions (e.g. Danneels, 2002; Abernathy & Clark, 1985; Garcia & Calan-

tone, 2002; Van de Ven, 1986; Brown & Eisenhardt, 1997; Renko et al., 

2009). Van de Ven (1986, 599) calls models with only one capability group 

used as technology-driven model and customer or need-driven model, de-

pending where the innovation planning is done and which are the dimen-

sions behind the idea/invention. Usually both groups of capabilities are 

considered to combine together simultaneously (Brown & Eisenhardt, 

1997, 15). Renko et al. (2009, 337) note that “high levels of entrepreneuri-

al orientation, market orientation, and technological capabilities can coex-

ist in an organization and can all, simultaneously, contribute to superior 

innovations and performance”. Becheikh et al. (2006, 656) claim that 

based on former studies the market and customer knowledge and aware-

ness of new technologies has a positive relationship with innovation.  

 

According to Gatignon et al. (2002, 1107), it is not clear whether the same 

capabilities are functional in different firms. The processes may vary be-

tween firms and different capability combinations may be successful. Ja-

cobides and Winter (2005, 401) remark that in order to have profitable 

growth, a firm should focus on the areas where it has a competitive advan-

tage. This means they should strengthen the capabilities which are al-

ready in good shape. Abernathy and Clark (1985, 6) point out that in order 

to obtain different results, capabilities could be organized differently. It 

could mean that a firm may leverage those capabilities which are stronger 

and thereby create more potent innovations. Also Henderson and Cock-

burn (1994, 77) stated that “differences in local capabilities may play an 

important role in shaping enduring differences between firms”. 

 

Based on former studies it should be clear that successful product innova-

tion needs different kind of capability combinations. In this research the 
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aim is to study which market and technology combinations generate dif-

ferent kind of online innovations. In Figure 7 below I have combined ele-

ments of first-order capabilities and online innovation and created the ba-

sic framework for this study.  The focus of the study was find out if there 

are patterns on capability combinations and what kind of innovation types 

is produced with these combinations.  

 

 

 

Figure 7: Research framework 

 

Figure 8 below describes the time dimension in this research. I studied 

what kind of changes occurred during these two time periods in first-order 

capabilities and online innovation. By that the understanding of capability 

leveraging as well as use of exploitation and exploration is better unders-

tood. On the other hand, it provides more tools to understand the charac-

teristics of publishers’ capability portfolios. It also gives stronger founda-

tion to find patterns between the cases as well as examine the relationship 

between their capability combinations and online innovations. 
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Figure 8: The relationship in time periods 

 

In the next chapter I will propose methods and data collection for empirical 

research. Thereafter I will analyze the information against research 

framework introduced in the current chapter. In the discussion I will com-

ment on the previous literature in more detail and also on the collected 

and analyzed results of this study. 
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5 RESEARCH METHODS AND DATA 

 

In this chapter I will describe how the study was performed and delineate 

the methods chosen. The empirical research was carried out in the pub-

lishing industry in Finland. By focusing on a single sector I limited the pos-

sibility that phenomena may be diverse between different businesses. 

Hence, Alegre and Chiva (2008, 318) have approved the use of a single 

industry study in knowledge-related studies, since “knowledge diverse in 

different business fields”.  The scope of the study was four cases in the 

same industry. Cases were chosen by recommendations and appreciation 

in the field of publishing. All four cases were considered as innovative pub-

lishing firms with long experience in online publishing, demonstrating a 

systematic and on-going effort in developing their online offerings. Two of 

the cases were newspaper publishers and two magazine publishers. The 

newspapers chosen were relatively big in Finland and their web pages 

have readers in nationwide. The magazines were also nationwide and 

their websites extensive. 

 

The type of the study was deductive. The research was based on a theo-

retical framework which determined together with research questions 

which methods were chosen. It means that the analysis was based on 

market and technology capability components and types of innovations. 

Deductive approach suits for comparative case study strategy, since in 

totally inductive research set there may be lack of comparability between 

the cases because of different data collection methods and study design 

(Miles & Huberman, 1994, 17).  

 

Capabilities were analyzed and innovation types classified within two time-

frames, in order to understand capability development in the cases. Also 

the comparability between the cases was studied in more detail within 

these time dimensions. 
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5.1 COMPARATIVE CASE STUDY STRATEGY 

 

The aim of this master’s thesis was to study phenomenon which had not 

been studied before from this point of view. According to Patton (2002, 40) 

a case study method is suitable when insight into the phenomenon is re-

quired. He continues that case study gives information rich and illumina-

tive material. The focus was to get a comprehensive picture about the re-

lationship between first-order capabilities and online innovations, not to 

make a generalization about all industries. Hirsjärvi et al. (2007, 134) too 

claims that a case study is a suitable research strategy when the aim is to 

find new perspectives and aspects to certain phenomena.  

 

The comparative case strategy was chosen, because multiple cases pro-

vide a stronger foundation to the research (Eisenhardt & Graebner, 2007, 

27). And Patton adds (2002, 56) that “understanding unique cases can be 

deepened by comparative analysis”. Comparative case study strategy 

starts with understanding one case in a holistic way and then comparing 

cases to each other (Patton, 2002, 57). Therefore, I first examined one 

case thoroughly and then made cross-case analysis to find themes and 

patterns.  

 

The method used in this comparative case study was qualitative. It is ap-

propriate when a new business phenomenon is studied (Eriksson & Kova-

lainen, 2008).  Qualitative research can produce classifications and expla-

nations to certain phenomena (Alasuutari, 1999, 233).  Because exact 

terms and causalities cannot be identified in the beginning of the study, 

quantitative and measurable hypothesis could not be performed either. 

According to Alasuutari (1999, 220), correlations made from surveys are 

usually insipid. I wanted to collect rich material with natural examples, and 

therefore qualitative research was the choice. A qualitative study enables 

a more speculative research process and therefore offers fruitful a more 

fruitful way of finding relations between first-order capabilities and online 

innovations.  
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5.2 DATA COLLECTION 

 

Data collection was carried out by means of interviews. According to 

Hirsjärvi et al. (2007, 200), interviews are a suitable method for data col-

lection when the object of study is less studied and it is hard to guess di-

mensions of the answers beforehand.  The interview type was open theme 

and narrative interviews. Themes and questions could be discussed in 

random to enable a natural conversational style and the lead of the inter-

viewees could be followed. Follow-up questions were also made. This is 

typical for theme interviews, since themes are known, but a precise model 

of questions is missing and the order of the themes could change 

(Hirsjärvi et al., 2007, 302). Theme questions also enable possibility to got 

new aspects and relations to emerge which could not be imagined purely 

based on a theoretical framework (Alasuutari, 1999, 274). Theme patterns 

are enclosed in Appendix 1.  

 

In theme interviews, the interviewee usually tries to guess the “correct” 

answers to the questions (Alasuutari, 1999, 149). I tried to avoid that by 

asking questions about online offerings and innovations and not directly 

about capabilities. I asked interviewees to give examples of development 

and their experiences. The questions covered issues such as the current 

online customer offerings, recent development in online offerings, custom-

er groups and communication, modes of production, know-how and the 

search for new ideas and solutions.   On the other hand, the interviewees 

have an opportunity to avoid unpleasant things (Alasuutari, 1999, 149). I 

diminished the negative sides of non-structured questions by doing mul-

tiple interviews in the same case.  

 

As mentioned earlier, four cases were interviewed during the project. Sev-

eral project members carried out interviews. The data was collected from 

two magazine and two newspaper publishers. In every case people from 

shared business units were interviewed and from brands as well. Accord-

ing to Brown and Eisenhardt (1997, 4) it is typical that the “the manage-
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ment team of a strategic business unit makes important strategic decisions 

and yet is also directly involved in daily management”. Hence, both people 

from business units and magazine/paper brands were interviewed to get a 

comprehensive picture of the studied issues. Interviews were carried out 

using the ‘snow ball’ method, in which the interviewee suggests another 

interviewee based what the interviewer expresses an interest in. The 

number of interviews was determined by saturation; to the point where 

stories seemed to follow a certain pattern and little new information was 

obtained (Alasuutari, 1999, 109; Hirsjärvi et al., 2007, 177). The intervie-

wees ranged from the top management and people responsible for the 

development of online services in different functions in the case organiza-

tions. A total of 38 interviews were conducted, 9 to 11 in each case firm. 

The amount of transcribed text totaled 430 pages. Table 14 summarizes 

the data collection process and the number of interviews and text tran-

script. 

 

Table 14: Case interviews 

 

 

The interviews were recorded and audio files were sent in digital format for 

transcription. The transcriptions were text files, which were used in coding 

and analyzing.   

 

To get complete a picture of a firm and phenomena, data may also be col-

lected from secondary sources (Alasuutari, 1999, 111). In order to cate-

gorize the publishers’ online innovations I triangulated the interview ma-

terial with other types of data. I also collected information companies’ 
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websites and publications (such as press releases, press articles and an-

nual reports). This data were used for clarifying offerings of the firm at their 

online environment and also to get exact dates of events. By that I was 

able to build a dataset of diverse forms of secondary data.  

 

The data will be saved in the Lappeenranta University of Technology and 

data it is accessible to project members only. Every interviewee was told 

that this was part of a university research project and that the research 

papers and master’s thesis will be public documents. In this master’s the-

sis, the firm names and names of the interviewees are not revealed. 

 

5.3 DATA ANALYSIS 

 

The objective of the analysis was to get a holistic picture and wide under-

standing of studied phenomena. This was aimed through detailed and 

multilateral examination (Hirsjärvi et al., 2007, 224). Data analyses were 

submitted in two main phases; first to single cases and then together with 

all cases. According to Patton (2002, 41), each case could be assumed as 

unique at the first level of analysis. Each case was analyzed in a holistic 

way against the research framework. As mentioned before, the case was 

analyzed within two timeframes; ~2005~2008 and ~2008-2009 (present). 

In tables later in this document the timeframes are labeled as before and 

now. After single case analysis I performed a cross-case analysis also in 

these two timeframes. The meaning of cross-case analysis is to find pat-

terns, themes and interrelationships shared by all cases (Patton, 2002, 

41).   

  

Before analyzing I created a coding based on the research framework. 

The dimensions of market and technology capabilities and different types 

of innovations were given a code. The cases too were coded, since actual 

names were not used. In the analysis, the computer program ATLAS-TI 

was used as a coding tool. The program itself does not do any analysis or 
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coding, but it helps to organize extensive with multiple pages of tran-

scribed text files.  

 

After coding and organizing material came the analysis stage. Data were 

analyzed deductively to enable comparison between the cases, using the 

different components of market and technology capability identified in the 

literature as the basis of my coding frame. Capabilities were defined as 

either “strong”, “moderate” or “weak”. The defining was submitted among 

these cases and timeframes. To be able to categorize strength of capabili-

ties I described content of each capability dimension at every case at both 

time periods. Against this initial analysis it was possible to define each ca-

pability dimension in each case as either “strong”, “moderate” or “weak”. 

After that the strength of both market and technology capability were eva-

luated based on the strength of its capability components together. All in-

novations produced in the case firms were first evaluated at single-case 

analysis. After that only the most significant innovations in each case were 

taken to later analysis.  

 

After single-case analysis, in part of cross-case analysis, cases were 

placed side by side and the strength of all capability dimensions and the 

most significant innovations were analyzed together. The common pat-

terns between the cases were evaluated. The strength of each component 

and links to different types of innovations were examined. The reason for 

this tabulating was be able to a) enhance generalizability, b) deepen un-

derstanding and c) deepen explanation (Miles & Huberman, 1994, 173).  

 

The researcher triangulation was used in the analysis. Two researchers 

evaluated the material and carried out independent analyses. The results 

of the analysis were cross-checked. Also, a conference paper was written 

based on these analyses with three researchers.  
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5.4 RELIABILITY AND VALIDITY 

 

In this study reliability is proven by saturation of interviews. If many inter-

viewees tell things the same way, information can be said to be relatively 

reliable (Alasuutari, 1999, 111). On the other hand, transcribed texts were 

analyzed by several researchers independently. In other words, research-

er triangulation was used as told before in the context of the whole project. 

This increases the reliability of the results. The material triangulation was 

performed using secondary data sources as well. According to Hirsjärvi et 

al. (2007, 226) repeatability is part of reliability of the research. The re-

search framework is presented in this thesis and theme questions are en-

closed, so it gives a chance to reproduce the research by other research-

ers. In order to maximize the reliability of the study, I provide a fairly de-

tailed description of the research process, allowing the reader to follow the 

researcher reasoning.  

 

The validity of research is high if the research methods the right things 

(Hirsjärvi et al., 2007, 226). The research framework was modified on the 

grounds of literature review and themes of interviews were modified based 

on the research framework. Theme questions gave opportunity to collect 

wide in-depth material. Analyzing was performed against theoretical 

framework and again discussed together it the discussion chapter. The 

chain of evidence is presented in the analysis chapter.  

  



51 
   

 
 

6 FINDINGS 

 

In this section firstly the findings of single case analysis and then cross-

case analysis are presented. First-order capability portfolios and types of 

online innovations of each case are reported. Cases in this research were 

given names “Pine”, “Cypress”, “Oak” and “Maple”. Pine and Cypress are 

magazine publishers and Oak and Maple newspaper publishers. 

 

To be able to find answers to research questions of ‘what kind of online-

related capability portfolios do publishing companies have’ and ‘what is the 

relationship between their capability portfolios and their online innova-

tions’, every case is presented firstly by themselves in both time periods 

and then together in the cross-case analysis. The first question is ans-

wered by the single case analysis and second one by the cross-case 

analysis. By these analyses I present a model of the relationship between 

capability combinations and online innovations.  

 

In these next chapters I will present each case alone as single case analy-

sis and I provide detailed description about cases for later analysis. I show 

the appearances of each case and the strength of market and technology 

capabilities and online innovations.  

 

I will describe capability dimensions and give examples of online innova-

tions in each case for the reader to understand the reasoning between 

evaluations. In each case there is very short description about the pub-

lisher, but because anonymity of publishers, more detailed descriptions 

cannot be provided.   

 

6.1 PINE 

 

Pine is magazine publisher which has several print magazines and theirs 

web sites. Magazines vary from one field to another. Pine has also shared 
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elements in its magazines Web pages. The magazines have relatively in-

dependent journalist decisions processes, but some work forces and sub-

contractors are shared or produced in joint business units.  

 

This case provided information about publisher whose both first-order ca-

pabilities used to be ‘weak’ before, but who was able to improve its market 

capability into ‘relatively weak’ and its technology capability into ‘relatively 

strong’.  

 

6.1.1 PINE’S MARKET CAPABILITY 

 

A couple of years ago the magazine publisher Pine served its online cus-

tomers in much the same way as it served its print customers: there was 

little interaction, and feedback was not systematically collected or used. 

The understanding of the differences between print and online customers 

was poor. Hence, the assumption was that the most of online customers 

are same as in print.  This is why even the surveys were aimed to print 

customers, as citation below describes. 

 

”In our company there are strong tradition in print media and our reader surveys have 

been performed to print customers. The ones done in web pages are based on these 

questionnaires.”  

 

As customer processes for readers and online-visitors, also the processes 

for media clients were missing before. Some new advertisement experi-

ments failed which did not encourage them to make new attempts. Com-

munication with advertisers and media offices were made by several per-

sons and that is why the general view of all media customers could have 

not been made at Pine. 

 

”We have had problem of thinking in silos. Like we used to have different sellers to differ-

ent medias like print, online etc. I would like to say that we have had processes to media 

sales, but actually we are learning it right now.” 
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Currently Pine collects more information of its customers at online and 

does different kinds of measurements. Still, there are doubts if the number 

of visitors to their web site is the key to success. The visitor analytics are 

used differently in brands and information use is also diverse. The pub-

lisher as an organization does not have common processes for customer 

information and feedback. 

 

”Sure, visitor measurement and page download measures are important for to see how 

number of customer and use of services grows; but if it doesn’t turn into money, it doesn’t 

have any value to us.” 

 

More recently Pine has understood the characteristics of the web better 

and provides more variation of content and services to its customers. 

Hence, it has launched new advertising solutions. It also tries to help cus-

tomer movement online by new navigation tools. Nevertheless, Pine ad-

mits that it should listen more its customers and examine their needs.  

 

“We have realized that the “factory” can’t be the same at online environment as it is in 

print. The online environment has its own laws with more pictures, voice, videos, discus-

sions, comments and all these elements which are not possible in print.” 

 

”We are not customer-oriented enough, that’s for sure. We don’t fill customer expecta-

tions by interesting content and services. We should be more sensitive and systematical 

to find out what our customers like to have.” 

 

Previously Pine had unclear processes for media sales. Now it has made 

new processes and all offerings could be sold by the same person. The 

situation with online customers (the readers) still remains open. On the 

one hand Pine likes to use more registration services, but on the other it 

does not know how. The possibility to gain trade from web, besides adver-

tising, is not clear. 

 

“We don’t have tools for customer relationship management. We don’t have enough in-

formation of our customers and when he/she registers to our web pages we can’t identify 

him/her, for example.” 
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6.1.2 PINE’S TECHNOLOGY CAPABILITY 

 

Before Pine’s technological systems were out of date and new applica-

tions and solutions were difficult to make. It meant that even if Pine would 

have liked to have some new features to its Web pages it was not possi-

ble. Likewise one of the technical subcontractors was not good. 

 

 “Before, our online publishing system was a variation of our own print publishing system. 

We were able to publish online but every modification to the web pages was difficult and 

it required hours of coding work. That was too slowly and rigid. That isn’t way to do up-to-

date online service.” 

 

“I’d say that our weakness was in most parts lousy technical partner. We had two part-

ners and we dropped the worse out and the better one does everything now.” 

 

After struggling with out-of-date and rigid systems Pine has now been able 

to acquire more technical knowledge. It also has an in-house development 

organization and has centralized the maintenance of online services. It 

means that know-how and information of platform and development tools 

could be shared between units and brands. The new publishing platform 

has eased the workload and the basic production systems are highly 

workable. The basic tools are easy to use and even the editors can make 

some new applications to web. However, the development processes re-

main unorganized. 

 

“One might say that before we had the desire but not the ability. Now we’ve reached the 

level that we can do renovations if we want to. I’m not claiming that the development 

process was technologically led, but coding and technological tools are needed for pub-

lishing processes, they are requirements for renovating and publishing new content such 

as blogs.” 

 

“We currently have innovation processes. We give scores to ideas by certain criteria and 

then we decide which of them will be developed into products and services.” 
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6.1.3 SUMMARY OF PINE’S FIRST-ORDER CAPABILITIES 

 

Before Pine had overall weak market and technology capabilities. All the 

dimensions of Pine’s market capability were weak. It did not know its cus-

tomers and did not know how to serve them; the difference of print and 

online publishing was not properly understood. Also the tools for analytics 

remained. Hence, customer relationship and communication were poor.  

Also all dimensions of technology capability were weak; there were no 

ability to design or effective production systems. Practices for develop-

ment and project work were missing. There were lousy subcontractor and 

old systems. Also developing processes were poorly organized. 

 

Since then Pine has learned how to gather information of its customers 

and it also responds to customer needs by widening its online offerings. 

Therefore, market capability dimensions of customer knowledge and cus-

tomer needs have risen to the next level. Customer relationship and cus-

tomer communication have nevertheless remained in weak. This summa-

rizes Pine’s market capability as relatively weak. 

 

Now Pine’s technology capability is relatively strong. Both ability to design 

and manufacture and production systems and know-how are strong. It is 

mainly because of extra efforts put into the systems and good subcontrac-

tors. Development and project work practices have not improved as much, 

but even they have risen to the next level. The dimensions of Pine’s mar-

ket and technology capability before and now are summarized in Table 15 

below. 
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Table 15: Pine’s first-order capability dimensions 

 

 

6.1.4 PINE’S INNOVATIONS AND THEIR RELATIONSHIP WITH ITS 

CAPABILITIES 

 

Pine used to produce common and regular types of innovations before 

which were aimed to existing customers and produced with existing tech-

nology. It did not have the ability to produce other kind of innovations. It 

provided basic customer discussion sections, for example. 

 

Now Pine offers every kind of innovations to both existing and new cus-

tomers. Though, most of the innovations are regular and revolutionary, 

which means that weight is in existing customers. Use of both existing and 

new technologies links the regular and revolutionary innovations. It has 

more pictures and more interactive services at its Web pages (regular in-

novations) and blogs of different kinds, new advertisement types, innova-

tive news formats (revolutionary), for example.  
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With weak market and technology capabilities Pine was able to produce 

regular types of innovations before. It still has relatively weak market ca-

pability, but is has improved enough to be able to produce innovations al-

so to new customers (niche creation, architectural). Most innovations are 

still regular ones and new ruling innovation type is revolutionary. With rela-

tively strong technology capability, Pine now has the opportunity to use 

both existing and new technology. Pine has succeeded to reach a new 

level in its web production, but the relatively weak market capability limits 

the opportunities. Pine still does not produce very strong innovations in 

any sector of innovation types.  

 

6.2 CYPRESS 

 

Cypress is magazine publisher with a wide selection of different kinds of 

magazines. Several magazines have Web pages, which vary a lot from 

each other. Web pages do not have much common characters with each 

others. 

 

In Cypress, the condition of capabilities varied before and became some-

what weaker during the time period studied. Also the innovation types pro-

duced have changed.  

 

6.2.1 CYPRESS’S MARKET CAPABILITY 

 

A couple of years ago the magazine publisher Cypress did not have much 

knowledge about its online customers, although it did have some basic 

features such as a feedback system. Some brands were leaps ahead of 

the others and were successful in their responsiveness to customer needs 

for offering innovative applications.  
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”In 2005 the number of visitors grew steadily. It was mostly because of our new services 

online, which we had developed and which we were able to commercialize. These im-

provements were based on the need to serve our customers and visitors.”    

 

Now, on the other hand, Cypress relies on a more systematic analysis and 

also uses customer groups for testing applications in some brands, but 

this action is very limited. Some brands are still ahead of others and de-

velopment work focuses on certain brands. Cypress also uses online dis-

cussions as a source of insight and ideas for development, though the par-

ticipation of journalists remains low.  

 

 “We have meters indicating visitor numbers, sales and that kind of thing. We calculate 

content costs against visitor numbers. We’re planning to have more meters and we have 

some ideas on how to measure more and set up goals.” 

 

“When we have larger development projects, we ask customers to take part in face-to-

face development forums such as workshops. Another way is to use a test group, which 

we are doing with one site. Customers participate over a certain period and we ask what 

they think and what kind of features they would like to have.” 

 

It seems that the meaning and purpose of brand Web pages is not clear 

throughout the organization. This may affect the state of market capability. 

In many interviews it has become clear that offline and online readers are 

different in most respects. Thus, a good understanding of the online envi-

ronment is not shared by all in the company.   

 

“We are trying to find potential from web to our print publishers. Half of the web visitors 

are already our customers and we are mostly interested in the other half. Magazine sub-

scribers don’t need anything new. We don’t want increase our online offering at the ex-

pense of print customers.” 

 

“The web site shouldn’t be as brands assisting tool. Even if there is connection with print 

and online, the web pages are own entity, not just a marketing channel for print products.”  

 

As I stated before, earlier some Cypress papers were years ahead of oth-

ers. Now all papers are put in the same category and developed jointly. It 
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means that first the papers with slow online development need to catch up 

the leading ones, and the currently leading ones do not have resources for 

continued improvement.  

  

6.2.2 CYPRESS’S TECHNOLOGY CAPABILITY 

 

Earlier Cypress has development work mostly inside its brands. New offer-

ings were produced and tried at online. The preconditions for online prod-

uct design existed. Also in technology capability the skills and know-how 

varied a lot among the brands. Some subcontractors were unsatisfactory 

and lot of coding work had to be bought outside.  

 

”Four years ago our strengths were idea generation, content production and implementa-

tion. Now we have only idea generation and content production. The problem with these 

projects is nowadays usually in implementation.” 

 

When the development work was rather independent within the brands, 

the work was organized flexibly. Knowledge and information was shared 

rather openly and informally across the organization.  

 

”Before we used to have meetings and more information transfer. Those who knew things 

were able to share it with others internally.” 

 

The current state of technology capability has deteriorated following the 

reorganization. The developing is not performed inside the brands, but 

concentrated in a shared unit. Cypress is in most parts desist having in-

house coding resources and some of its technical know-how. The devel-

opment work is more systematically organized, but at the same time large 

projects require lots of resources and time. It means that some mainten-

ance work has not been able to be done. It also seems that bureaucracy 

hinders small incremental development. 

 

 “We suffer even more from rigidity because of our new cooperation partner – in this case 

an internal unit – where those who control and take care of projects are shared re-
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sources. And then this new organization, there were unclear job descriptions, and they 

remain unclear... It also brought one new interface. And Lord knows, it is not intended to 

work at all.” 

 

“I often discuss my vision of a centre where we would have implementation know-how. 

This house does not need any more idea generators or journalists. What we need is a 

horde of coders, and project management for them.” 

 

6.2.3 SUMMARY OF CYPRESS’S FIRST-ORDER CAPABILITIES 

 

Before market capability of Cypress was weak. It did not know its custom-

ers and customer relationship and communication remained online. 

Though, Cypress had moderate capability to respond to customer needs 

by features of offerings in some brands. Now it has raised its customer 

knowledge and customer communication to the next level, but at the same 

time responding to customer needs has fallen to a weak level. In terms of 

market capability, Cypress was and remains ready to try out new applica-

tions for advertisers and readers, but the services are not sufficiently tar-

geted. 

 

The past level of technology capability was moderate, mostly because of 

flexible development and ability to design and manufacture. Currently Cy-

press’s technology capability is weak in all dimensions. Flexible and inno-

vative development has turned sticky. The dimensions of Cypress’s first-

order capabilities are illustrated in Table 16 below.  
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Table 16: Cypress’s first-order capability dimensions 

 

 

6.2.4 CYPRESS’S INNOVATIONS AND THEIR RELATIONSHIP WITH 

ITS CAPABILITIES 

 

Cypress used to produce three kinds of innovations before (regular, archi-

tectural and revolutionary). It means that it was able to serve both new and 

existing customers, but the weight was in existing customers. The strong 

revolutionary innovations were the dominant group of innovations. The 

revolutionary innovations were innovative product tests, for to help people 

to have support for their buying decision-making.  

 

Currently Cypress produces mostly regular types of innovations. It means 

that it rely on its skills with existing technology and serves mostly its exist-

ing customers. Those regular innovations are mostly incremental im-

provements to existing former revolutionary innovations. It produces other 

kinds of innovations as well, but much lesser.  
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Cypresses moderate technology capability has fallen in weak level during 

observation period. Same time its market capability has not been im-

proved much. It is clear, that in this kind of situation it is comfortable rely 

on existing technology capability and serve existing customers by regular 

types of innovations. Previously Cypress was able to produce revolutio-

nary innovations relying in new technology. It could in its own part be ex-

planation why it stills is able to produce regular types of innovations. Some 

of its current regular innovations are clearly based on former revolutionary 

innovations, as told before.   

 

It seems that there is confusion at Cypress from what direction the devel-

oping is going to go. It is able to provide little bit of everything but not really 

focusing in specific area. All in all, it now has relatively weak market capa-

bility and weak technology capability, and as a result mainly produces 

regular types of innovation. 

 

6.3 OAK 

 

Oak is traditional newspaper publisher, which has daily print newspaper 

and Web pages.  Categorization at its Web pages is quite similar to its pa-

per. Though, there are also really new ideas in their online services.  

 

This case provided information of publisher which almost all capabilities 

are at least in moderate level in both time periods. Though, the market 

capability is even stronger than technology capability. 

 

6.3.1 OAK’S MARKET CAPABILITY 

 

Before, Oak used to have moderate market capability. It tried to answer 

customers’ expectations by providing more and varying content and appli-

cations at online. It had web analytics, but those were not at professional 

use. Oak surveyed its customers by profile-, image- and brand question-
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naires. The development of services was still based more to intuition than 

real knowledge. Though, Oak communicated with its customers at online 

and committed them with interactive conversations at web, as the citation 

below describes.   

 

 “Before we had an online application where we ideated with our customers and informed 

them about the upcoming changes. But then it was closed. The group of readers was 

rather small, but I’d like to think that they were still quite important. They are digital-media 

active and are the people who spread the message, so it was a key target group.” 

 

Currently, Oak’s market capability is even stronger and it is at relatively 

strong level. Its web analytics are more used and collected feedback is 

processed together with other customer information, for example. Mass 

media is target group of Oak’s as it was before, but it has divided its con-

tent in sections where different kind of customers will find suitable content 

and services to them. 

 

“We offer content to very wide range of customers. We don’t aim our online offerings to 

some certain group.” 

 

Commitment of customers has developed a lot during these time periods. 

Oak launches applications beta-versions so, that customers can partici-

pate in developing by making comments and suggestions for improve-

ment. Also content is produced by customers themselves in such ways 

that whole service could be produced by customers except the platform 

itself.  

 

“I would like to say that the way readers participate has changed a lot. They send pic-

tures, write comments on the news, take part in the discussions on our web pages, and 

even produce entire services. This community thinking is a strong theme nowadays.” 

 

Besides readers, Oak has offered new kind of solutions to media clients as 

well. Even though, the web pages are national wide, Oak has provided 

opportunity for local advertisement to media clients.  
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6.3.2 OAK’S TECHNOLOGY CAPABILITY 

 

Before the technology capability of Oak’s was in moderate level. Its big 

heavy integrated systems and platforms were obstacles to smooth devel-

opment and maintenance, but on the other hand Oak had resources for 

projects. And development was made for to have new offerings at online. 

 

”Before we had heavy, expensive technological systems where publishing systems were 

integrated to production systems.” 

 

“In 2005 we decided that if we want to have business at online we need to develop web 

ambitiously. The main strategy back then was to increase visitor amounts.” 

  

Oak has coding skills in-house before and also subcontractors were good 

and familiar with Oak’s old-fashioned systems. The projects work practices 

were exercised.   

 

Currently, Oak’s technology capability is still in moderate level, though the 

accents have little bit changed. Its in-house coding has ended and Oak is 

more dependent of its subcontractors. Development has turned more 

slowly. The development work is more professional because of learned 

project work practices and effective communication between units and 

brand.  

 

”Our online publishing system is customized to us and therefore new blocks needs more 

job to be done.” 

  

“We do these projects in and with our shared unit. We have a close relationship with our 

project workers, and try to be as efficient as possible with them, and to keep the projects 

on schedule.” 

 

6.3.3 SUMMARY OF OAK’S FIRST-ORDER CAPABILITIES 

 

Before almost all dimensions of both market and technology capabilities of 

Oak’s were at moderate level. The tools for gathering information of cus-
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tomers exist, but their uses were not yet in professional. Customer needs 

were taken care of by new offerings. Customer relationship was only di-

mension which was at weak level. The relationship with readers was minor 

and also relationship with online advertisers was smaller back then. Cus-

tomer communication for one’s part was strong, because of interactive 

communication where customer’s opinions about developing were taken 

care of. Currently, all other dimension of market capability has risen to the 

next level except customer communication which has fallen into moderate 

level. Customer knowledge and customer needs have ended up to strong 

level because information of customers is well collected and processed 

and development work is done based on that knowledge.  

 

As said, technology capability was previously in moderate level. It has re-

main in that level, but when production systems were earlier in moderate 

level they are now at weak level and managerial skills has risen to strong 

level. These changes have happen because online tools are not devel-

oped enough and also maintenance and up-dating is challenging. Mana-

gerial skills have improved as mentioned. The table 17 below sums up the 

changes in dimensions at both time periods.  
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Table 17: Oak’s first-order capability dimensions 

 

 

6.3.4 OAK’S INNOVATIONS AND THEIR RELATIONSHIP WITH ITS 

CAPABILITIES 

 

Earlier most of Oak’s innovations relied on new technology and were 

aimed at both existing and new customers (revolutionary, architectural), 

although the two other types of innovations were also in evidence. Its arc-

hitectural innovations provided totally new kind of offerings to its customer 

groups such as different kind of theme sections and interactive elements 

or programs.  

 

Currently Oak mainly produces architectural innovations targeted to new 

customers. Architectural innovations include innovative tests and games 

for customers. It provides locally produced advertisement solutions for its 

media clients. It also provides other kinds of innovations. The next to arc-

hitectural innovations are niche creation, which is also aimed at new cus-

tomers.  
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Oak was before at moderate level in its market and technology capability. 

It is basically now in same level as before, but some variations inside ca-

pabilities have taken place. However, the market capability has streng-

thened somewhat. The moderate “plus” market capability gives direction to 

the development of online services. Stronger market capability results in 

better understanding of customer needs, which in turn enables architec-

tural innovation creation.  Architectural innovations are also based on new 

technologies and with moderate technology capability Oak has succeeded 

in producing them.  

  

6.4 MAPLE 

 

Maple is newspaper publisher, whose newspaper appears daily on week-

days and one number for weekends. Maple too has extensive web pages 

with lots of different kind of content, almost something for everybody.  

 

This case provided information of a publisher whose technology capability 

was weak during both time periods, but whose market capability was first 

moderate and then strong. 

 

6.4.1 MAPLE’S MARKET CAPABILITY 

 

Like Oak, the newspaper publisher Maple previously had moderate market 

capability. Web analysis was not used efficiently and customer knowledge 

was collected on a random basis rather than systematically. It did not en-

gage in interaction with its readers either, except for occasional feedback. 

However, it did incorporate some novel applications to attract customers to 

the newspaper website. Maple’s target group is mass media and it did not 

see customer identification so important. Moreover, customers did not take 

part in content provision, as citation below describes.  
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 “We have had some measured [customer] data before, but if we speak about analysis, 

that’s another question...” 

 

“The reader relationship was distant and we had technical difficulties in allowing custom-

ers to send us content, for example. There were also concerns about the quality: we 

thought we couldn’t publish such material. Now we’ve accepted that it’s more about uni-

queness than technology.” 

 

Now Maple has strong market capability. On the customer side it has 

launched a variety of different types of online services for readers, and 

new solutions are offered to media clients. Local solutions for both readers 

and media clients are examples of these. Maple has reached new adver-

tisers with these local solutions. It has also been able to target and diffe-

rentiate content based on customer profiles, which enables it to better 

serve its audience and to reach an even wider mass. Web analysis is used 

to produce more detailed customer knowledge. Finally, customers partici-

pate in testing and developing Maple’s services, and different types of cus-

tomer interaction are incorporated into the online applications. 

 

 “Our strength is that we are really much closer to our customers than the average broad-

sheets. We have put a lot of effort into coming down from our ivory tower and getting 

closer to our readers’ lives and souls: that’s where we get their experiences. We’ve al-

ways done that, even before the Web, listened to our customers.’ 

 

“Let’s take the videos, for example. There we can see the technological advances and in 

people’s cell phones and that kind of thing. Now we can use videos taken by readers and 

that’s one reason why our site is interesting.” 

 

As the citations above illustrate Maple has learned to commit its custom-

ers. Previously it did not see the point in using content sent by customers 

and now it says that it is the one thing why its web pages interests read-

ers.   
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6.4.2 MAPLE’S TECHNOLOGY CAPABILITY 

 

Maple was previously severely deficient in its technical platforms and sys-

tems. The platform was “stitched up” to match the increased volume and 

use, and it required much maintenance. There was no coordination of de-

velopment processes either, and the work was conducted in strict silos. 

There were ideas of improvements at Maple, but because lack of re-

sources and processes, the execution of them was missing. In particular, 

the company did not have enough technical know-how. On the positive 

side the development work could be conducted rapidly and flexibly given 

the lack of project organization. However, there were many failures in ma-

jor development and update projects.  

 

”We didn’t have know-how of our own in technical matters, and it’s quite difficult to buy 

from somewhere else too.” 

 

The level of technological knowledge has increased slightly within Maple, 

but there is still not enough know-how about technical solutions, and it is 

unevenly spread. Also brand feels that they do not get enough know-how 

from business units, because the corporation uses shared resources. In 

particular, there is no systematic vision about online service development. 

The new platform should ease the maintenance workload, but it also 

brings learning challenges. The resources in maintenance and developing 

are not even, and choices have to be made on which areas to focus.  

 

“Ad hoc repair and maintenance reduces the time left for innovation and development.”  

  

Maple’s subcontractors are fortunately easy to work with. The communica-

tions is rather informal. There have also been attempts to organize the 

development work as a process. Though the project know-how is still 

missing and willingness to work in projects varies. Also the management is 

partly decentralized, which causes delays in decision-making. On the posi-

tive side, there have been attempts to share knowledge more openly in-

house regarding development work. 
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”This kind of project-culture has never been in great value in our organization. We do 

things fast and on a small scale, and  that way we are able to react to changes rapidly.”  

 

6.4.3 SUMMARY OF MAPLE’S FIRST-ORDER CAPABILITIES 

 

Maple’s market capability used to be moderate but they were able to im-

prove it to a strong level. Maple now analyzes customer information with 

more intensity and responds to customer needs with a wider range of of-

ferings. The biggest change was in customer relationship since Maple re-

newed its target segments and offers theme pages based on them.  Over-

all Maple’s market capability is now in really good shape. 

 

Maple’s technology capability remained weak with some improvement. 

The progress has happened only in managerial skills, where the practices 

for development and project work were improved. The dimensions of 

Maple’s first-order capabilities are presented in Table 18 below. 

  

Table 18: Maple’s first-order capability dimensions 
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6.4.4 MAPLE’S INNOVATIONS AND THEIR RELATIONSHIP WITH ITS 

CAPABILITIES 

 

Before, Maple used to produce mainly architectural innovations (new cus-

tomers, existing technology). It also provided some regular and revolutio-

nary innovations (existing customers and existing or new technology). The 

architectural innovations were some theme sections and innovative 

games, for example. 

 

Now Maple produces all kind of innovations, but strongest are niche crea-

tion and architectural. Both are aimed to new customers, where niche cre-

ation uses existing technologies and architectural new technologies. Niche 

creation innovations at Maple’s web pages are more advanced theme sec-

tions, which have get influences from previous innovations and old tech-

nologies are used there. Architectural innovations are a group of new kind 

of services, for example innovative tests, entirely new kind of theme sec-

tions and locally targeted advertisements similar to those made by Oak.  

 

With moderate market capability and weak technology capability Maple 

was able to produce architectural innovations. It could be said that with 

market capability Maple was earlier in the learning phase, since it had 

some kind of idea where to go and how to do it. It had an idea of web 

analytics, some offerings which based on customer needs and some steps 

to customer communication. Technology capability was weak in every 

dimension in first period. 

 

Now with strong market capability and still weak technology capability 

Maple produces mainly niche creation and architectural innovations. All 

other dimensions of market capability have risen except customer 

communication which has remained in the same moderate level. 

Technology capability has remained weak, though managerial skills have 

improved a little.   
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6.5 CROSS-CASE ANALYSES 

 

In previous chapters I analyzed every case individually. In this chapter I 

will analyze them side by side to find similarities and differences between 

them. Common patterns are also presented. The dimensions of capabili-

ties and the most important innovation types in the cases are presented in 

Table 19 below, in which capabilities are valuated as weak, moderate or 

strong based on single case analysis. In innovations, an x indicates inno-

vations which dominate in the particular case.  

 

Table 19: Level of capability dimensions and most important innovations in 
cases 

 

 

6.5.1 FIRST-ORDER CAPABILITIES IN CASES 

 

As there could be seen in Table 19, two (Pine, Cypress) of the four cases 

had weak or relatively weak market capability. In fact there was only minor 

development in their market capability over time. Cases Oak and Maple 

had moderate market capability in the first period and relatively strong or 
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strong market capability in the second. It is interesting that magazine pub-

lisher Pine and Cypress tend to have weaker market capability than news-

paper publisher Oak and Maple.  

 

Earlier Pine and Maple tended to have weak technology capability and 

Cypress and Oak moderate technology capability. Now Pine’s technology 

capability has turned out to be strong and Maple’s has remained weak. 

Oak has remained in moderate level when Cypress’s technology capability 

has fallen into weak level. 

 

It is interesting that with market capability there were improvement in every 

case during the studied time. However, technology capability did not im-

proved practically at all except at Pine or only a little at Oak and Maple. 

Cypress did not develop its technology capability at all during the time pe-

riod. 

 

If capability dimensions are looked more thoroughly from the previous ta-

ble, we can see that there are two dimensions which were more commonly 

weaker than others in these cases. Market capability dimension customer 

relationship was more often weak than other dimensions of market capa-

bility. The development in that dimensions happened only in Oak and 

Maple, where only in the case of Maple was there improvement from weak 

to strong level. Hence, technology capability production systems and 

know-how was more often weak than other technology capability dimen-

sions. In that dimension only Pine was able to raise capability from weak 

to strong level. At Oak’s that dimension even dropped from moderate to 

the weak level. 

 

If publishers’ capability portfolios are looked carefully, it is obvious that 

magazine publishers among these cases currently seem to have relatively 

weak market capability and either very strong or very weak technology 

capability, whereas newspaper publishers appear to have stronger market 

capability and moderate or relatively weak technology capability. It seems 
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from our four cases that publishers tend to have stronger market than 

technology capability; three of them support this conclusion.  

 

6.5.2 INNOVATION TYPES IN CASES 

 

Innovation production evolved during the studied time period. At the first 

review point only Oak was able to produce all kinds of innovations. And as 

it was described in single case analysis, every case produced all innova-

tion types in the second time period. However, in Table 19 innovation 

types are marked to cases where certain type of innovation was more of-

ten or strongly represented. It means that either case had many certain 

type of innovation or few really strongly affecting certain type of innova-

tions. Therefore, in the following paragraphs only these kinds of innova-

tions are studied.  

 

All other innovation types were similarly represented in cases except niche 

creation. Only Maple was able to produce niche creation innovations. 

Regular innovations were produced by Pine and Cypress; Pine at both 

time periods and Cypress in second one. Oak and Maple produced archi-

tectural innovation, both at first and second time period. Revolutionary in-

novations were produced by Pine, Cypress and Oak. Which two last ones 

produced in second time period and Pine at first.  

 

It is interesting that just Pine and Cypress, the magazine publishers, pro-

duced mainly regular innovations. The newspaper publishers produced 

architectural innovations too. This is an interesting viewpoint, since it could 

be said that regular and architectural innovations are extremes of the 

same continuum. Regular innovations are targeted to an existing market 

and produced with existing technology, while architectural innovations are 

targeted to new markets and produced with new technology.  
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6.5.3 THE RELATIONSHIP BETWEEN FIRST-ORDER CAPABILITIES 

AND ONLINE INNOVATIONS IN THE CASES 

 

Earlier I mentioned that newspaper publishers Oak and Maple had mod-

erate, relatively strong or strong market capability. They also produced 

architectural innovations in both time periods. Their technology capability 

varied from weak to moderate. In these cases it seemed that even though 

architectural innovations are aimed at new customers and produced with 

new technology, the importance of their technology capabilities were not 

so significant. Customer relationship was weak in both cases in the first 

period, so it seems that it did not affect architectural innovations as much 

as other dimensions of market capability.  

 

Both magazine publishers, Pine and Cypress had rather weak market ca-

pability. Both also produced regular innovations, though Cypress only in 

the later period. Their technology capability varied from weak to strong, so 

it seems that it did not correlate with regular innovations. The weights of 

both these capabilities are understandable since regular innovations are 

aimed at existing customers and produced with existing technologies.  

 

Three (Pine, Cypress, Oak) of four cases had either moderate or strong 

technology capability at one or two time periods. When Pine had strong 

technology capability, it also produced revolutionary innovations. Hence, 

Cypress produced revolutionary innovations with moderate technology 

capability as well as Oak during the first period. However, Oak also had 

moderate technology capability during the second period and then it did 

not produce mainly revolutionary innovations. Nevertheless, it could be 

argued that revolutionary innovations cannot be obtained without at least 

moderate technology capability. In all cases the level of market capability 

was either relatively weak or moderate. So it seems that market capability 

was not so important in revolutionary innovation production in these case 

companies. 
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Three (Pine, Cypress, Maple) had weak technology capability at some or 

both time periods. When Pine and Cypress had weak technology capabili-

ty they produced regular innovations. Maple on the other hand produced 

architectural or/and niche creation innovations. In the same time when 

they had weak technology capability, Pine and Cypress had weak or rela-

tively weak market capability, while Maple had either moderate or strong 

market capability. This leads to the conclusion that, at least in this study 

context, with weak technology capability together with relatively weak 

market capability it was only possible to produce regular types of innova-

tions. On the other hand, weak technology capability combined with mod-

erate or strong market capability it was able to produce innovations which 

are aimed at new customers using either existing or new technology. 

 

Only one (Maple) of the cases was able to produce niche creation innova-

tion. Therefore, patterns cannot be evaluated between the cases. Though, 

it strongly seems that niche creation innovations are possible to produce if 

there is strong market capability. That is not surprising, since niche crea-

tion innovations are aimed at new customers and with existing technolo-

gies. Hence, Maple had weak technology capability when it produced 

niche creation innovations.  

 

Table 20 below, summarizes first-order capabilities of the cases and on-

line innovation types. Some capabilities were almost between of the two 

levels and in those cases the weighting was made by means of single 

case analysis foundation.  
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Table 20: Summary of all cases’ capabilities and innovations  
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7 DISCUSSION: THE RELATIONSHIP BETWEEN FIRST-

ORDER CAPABILITIES AND ONLINE INNOVATIONS 

 

So, what do all the previously presented findings tell about the relationship 

between first-order capabilities and online innovations? In this section I will 

first make observations about market capabilities and technology capabili-

ties together with innovations as well as capability leveraging by exploita-

tion and exploration. 

 

At the end of discussion chapter I will be able to link results of this study 

into discussion of resource-based view. I also label ideas for further stu-

dies in this discussion chapter for to return to those at the chapter of con-

clusion. 

 

7.1 FIRST-ORDER CAPABILITY PORTFOLIOS 

 

In the chapter of findings, there were seen that importance of market ca-

pability seemed to be stronger than importance of technology capability in 

these four case’s capability portfolios.  Usually market and technology ca-

pability is seen as equally important in product development and either 

one cannot be despised (Li & Calantone, 1998, 26).  In the online envi-

ronment, one explanation could be that the technology itself has not been 

developed so significantly as the demands and behaviors of online cus-

tomers.  In the beginning of this thesis I showed the changed usage of the 

Internet in Finland. When customer habits of using Internet changes firms 

too need to change and offer products which meets customer desires.  

Both Li and Calantone (1998, 27) and Borges et al. (2009, 889) have no-

ticed that customers expectations are changing evermore quickly nowa-

days –also expectations for new technology solutions. In this study context 

it is most likely that the lower level of technology capability is enough for to 

fulfill these new customer expectations. Even though new products and 

services are provided in the Web pages, they do not need exclusive tech-
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nology capability support.  Also lots of actual coding work is outsourced 

and therefore technology capability is limited to the ability to find good 

subcontractors and have functional project work capabilities. Of course an 

investment to maintenance and updating requires enough funds from the 

company.  This reasoning is seen especially at the case of Pine where 

really strong technology capability together with weak market capability did 

not was not enough to produce important innovations.  

 

Also the leveraging of market capability was stronger than leveraging of 

technology capability. Danneels (2007, 530) found in his study that devel-

opment of customer competence may “constrain technology leveraging”.  

When firms develop their responsiveness towards customers, they may 

not have enough resources to develop their technology capabilities. 

What’s more, resources may not be sufficient for the development of both 

capabilities equally. When companies choose where to put efforts it seems 

that they develop those capabilities which are already in better shape. In 

that case they do not need to stretch their capability and resources too far. 

Especially firms with already stronger market capability stretched it further 

between these two time periods (Oak and Maple).  This notion suggests 

that it is easier to develop those capabilities which are already in good 

shape.  This behavior is supported also by Jacobides and Winter (2005) 

who found out that it is more likely that firms with disproportionately di-

vided capabilities relays more to that capability which is stronger.  It is not 

surprising that when a firm has a relatively strong capability and good ex-

periences of its use, it more likely explores it more. These notions are also 

supported by Gupta et al. (2006) whose conclusion is that it is typical to 

firm to rely either exploitation or exploration in its capability use.  

 

Even though there were not almost any capability leveraging over time in 

technology capabilities in publishers portfolios, there were interesting no-

tion about regression. Negative capability leveraging was found in one 

case (Cypress). In this case it seems that the firm was not able to even 

stick to exploitation and there were not resources for exploration. The re-
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sult of this was regression. In case of Cypress this was quite total since it 

happened in both market and technology capabilities. This performance of 

Cypress suggests that firm renewals should be well planned to avoid neg-

ative side effects.  In this case it also meant locking in with regular types of 

innovations. I assume that this may be a consequence of confusion in de-

velopment of capabilities and strategies which able the continuous devel-

opment in this company (e.g. Montealegre, 2002, 529). According to Dan-

neels (2002, 1115), changes in business environment, causes the need 

for changing the capabilities in use as well. The former capabilities for 

competitive advantage may even turn into weaknesses. According to my 

analysis, I presume that if you do not have a clear vision about the future 

and the current situation, you will not be able to respond to new chal-

lenges.  Therefore it is important for any company to evaluate their current 

capability portfolio and estimate what changes should be done for future 

development.  

 

7.2 THE RELATIONSHIP BETWEEN FIRST-ORDER CAPABILITY COMBI-

NATIONS AND INNOVATION TYPES 

 

Based on my empirical analysis, the first-order capabilities could be linked 

with innovation types in publishers’ capability portfolios.  Even though, all 

these cases were able to produce different kinds of innovations with differ-

ent strength of market and technology capability and some innovations 

requires more other types of capability, it has become clear that with 

stronger market capability the publishers were able to produce more and 

different kinds of innovations. So, it seems that the significance of market 

capability is more important in innovation production in online environ-

ments. When cases had stronger market capability, they were able to pro-

duce more different kinds of and stronger innovations than when market 

capability was weaker. There are several studies which supports this con-

clusion. For example Day (1994, 49) proposes that a superior business 

performance is possible to achieve with the use of market sensing capabil-
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ity and customer-linking capability. Also Atuahene-Gima (1996, 100) found 

relationship between innovations and market orientation; albeit, in his in-

vestigation the market orientation was not an explanation of how success-

ful produced innovations were. And even if regular and revolutionary types 

of innovations were found out to be more technology-driven, the demand 

of market capability still exists. So market capability seems to have more 

influence on online innovations than technology capability.  This result is 

reverse to the opinion held by Renko et al. (2009, 360) that “technology 

capability is a positive predictor of product innovativeness.” The findings of 

my study suggest that market dimensions are more valuable than technol-

ogy dimensions in innovation production in online environment magazine 

services. Brown and Eisenhardt (1997, 15) have found out that both capa-

bility groups are usually used in innovation production. Now, we must re-

member that all of these cases were found out to be innovative among all 

Finnish publishers, and that is why we could assume that there is more 

technological knowledge in these publishers than usually is the case. 

 

If publishers’ capability portfolios and innovation produced are looked at 

more carefully, some observations can be made.  Companies who had 

relatively weak market capability (Pine and Cypress) were able to produce 

mainly regular types of innovations. Regular types of innovations are ea-

siest to produce since they are aimed to existing customers and build with 

existing technology capability. I also assume that in the case of Cypress 

the some regular innovations were built from former revolutionary types of 

innovations.  Their technology already existed and their customers were 

familiar with those kinds of innovations. These regular types of innovations 

did not require assistance of technology capability. The weight of technol-

ogy capability differed in these companies capability portfolio.  

 

Only one case (Maple) was able to produce niche creation innovations 

during these two time periods. There for strong claims about the relation-

ship between certain type of capability portfolio and niche creation innova-

tion cannot be done. However, it seemed that niche creation innovation 
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requires the assistance of strong market capability but not technology ca-

pability. Maple produced niche creation innovations in last time period, so 

it seems that the leveraging of already moderate market capability into 

strong market capability enables this kind of innovation production. Aber-

nathy and Clark (1985, 20) claimed that in niche creation innovations “the 

technology is generally available; the key skill is sizing up new market op-

portunities, and developing a product package that exploits them.”  So this 

study supports their conclusions.  Maple also offered architectural innova-

tions in both time periods as well Oak, whose market capability was either 

moderate or relatively strong. The technology capability of these two pub-

lishers varied from weak to moderate and that notion suggest that the im-

portance of good market capability is major. At first sight it may seem con-

tradictory that the technology capability is not so important especially in 

architectural innovation (new technology, existing markets). According to 

Abernathy and Clark (1985, 20) architectural innovation requires “new in-

sight into user needs with information about technological possibilities”. My 

suggestion is that in online environments the technological possibilities 

could be understood and applied even with weaker technology capability. 

Technological solutions could be bought for example when the needs of 

the customers are understood. In these four cases it seemed that going to 

new customer markets requires leveraging of market capability. Generally 

I believe that requirements for capability portfolios, especially with archi-

tectural innovations, differ at online environment from traditional heavy 

industry. Though this is only idea and it needs to be validated with further 

studies.   

 

Contradictory to niche creation and architectural innovations, revolutionary 

innovations required at least moderate technology capability but the 

strength of market capability varied from relatively weak (Pine and Cy-

press) to moderate (Oak).  This supports the idea that revolutionary inno-

vation production requires relatively strong technology capability, but not 

the assistance of market capability. It is also understandable since revolu-

tionary innovations are aimed at existing markets and produced with new 



83 
   

 
 

technology. This notion is in line with Abernathy and Clark (1985, 21) who 

found out that “revolutionary mode of innovation is dominated with tech-

nology push.”  Revolutionary innovations in the cases seemed to be as 

totally new technological ideas that have been developed further and of-

fered to existing customers.  

 

Earlier, at the theoretical framework, the technology-driven and customer-

driven innovation models were presented (Van de Ven, 1986, 599). This 

idea of dominating capabilities at innovation production is supported in this 

study. It became clear at the latest in four previous paragraphs. It seems 

that revolutionary types of innovations are more technology driven and 

niche creation and architectural innovations are more customer-driven. 

Regular innovations seemed to be produced when there were not strong 

enough capabilities in publishers’ portfolios for to build other innovation 

types. 

 

In this study, there could be seen patterns in innovation development. For 

example, when earlier Pine had regular innovations it later had regular and 

revolutionary innovations. When Maple had earlier architectural innovation 

it later had architectural innovations and niche creation innovations. These 

examples suggest that through innovations it is possible to explore those 

kinds of innovation which already has at least one familiar aspect of capa-

bilities. This idea is supported by Chesbrough and Teece (2002, 128) who 

claimed that autonomous innovation “can be pursued independently from 

other innovations.” And it may be that it is easier for firms to develop prod-

ucts similar to previous ones than reach to totally new areas (Lukas & Fer-

rell, 2000). Pine decided to stick to its existing markets and explored its 

technology capability, and was able to produce also revolutionary innova-

tions too. Maple on the other hand was able to produce architectural inno-

vations, and architectural and niche creation innovations. However, since 

the level of technology capability remained relatively weak, the weight of 

Maple’s innovations was on market side. So there was choice of capability 

leveraging from two alternatives.  
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What is interesting is notion that in innovations there has been a slight 

shift from existing market influenced innovations (regular, revolutionary) to 

new market influenced innovations (niche creation, architectural).  The 

more dramatic shift is from new technology weight (architectural, revolu-

tionary) to existing technology (niche creation, regular). These things sup-

port suggestions made earlier that capability leveraging has happened 

more in market capabilities than in technology capabilities. According to 

Hipp and Grupp (2005, 526), “the incremental innovations (only new to the 

firm, not new to the market) are dominant in services to a much greater 

extent than in manufacturing.”  However, the finding of this study does not 

support that conclusion. The regular types of innovations do not dominate 

in these four cases. The weight is more in radical types of innovations, if 

architectural innovations can be called such. This study context does not 

enable comparisons with online and non-online services. But it may be 

that doing business in online environments requires more innovation sen-

sitivity than traditional businesses.   

 

7.3 THE QUESTIONS FOR FUTURE 

 

What then comes to big picture of firm’s capabilities and resources, the 

market and technology capabilities are defending their importance in inno-

vation production. The biggest concerns about future development are 

weather the leveraging of technology capability is enough to maintain in-

novativeness in firms. Firms should think carefully “whether to license a 

new technology or whether to develop it internally” (Peteraf, 1993, 187). If 

innovations can be developed by intraorganizational market capability and 

by bought technology capability and the innovation is perfectly mobile, it is 

reasonable to license technology from the outside (Peteraf, 1993, 187). It 

seems however, that the most disagreements of developing processes are 

concerning the dimensions of technology capability. As the case of Cy-

press shows the intraorganizational uncertainty and unshared understand-

ing could turn capability development into negative trajectory.  
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As it was stated earlier, Peteraf (1993, 180) sees that there are options for 

a firm to compete with usage of their resources. If resources are not in 

good shape, it is not possible to gain a competitive advantage in the mar-

kets. Also Prahalad and Hamel (1990, 81) underline the importance of 

management activities in the use of competences. As it could be seen 

from the result of this study the joint understanding about development 

and focus is important in order to be successful. Further studies could 

consider adding a concept of dynamic capabilities into these results and 

finding out if pattern emerge. 
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8 CONCLUSION 

 

The objective of this study was to examine the relationship between first-

order capabilities and online innovations. The main research question was 

“What is the relationship between first-order capability combinations and 

innovation types?” The question was set-up because interesting about 

those capability factors which influences in online innovation production. 

There were research gaps concerning the linkage of these lower-level ca-

pabilities and online innovations, and by this study the understanding of 

these things was widened. Four sub-questions were labeled to help an-

swer the main research question. 

 

The first sub-question was “What are the first-order capabilities?” The 

question was answered in theory section and first-order capabilities were 

divided into two groups of market and technology capabilities. These ca-

pabilities were found as innovation related capabilities in earlier scientific 

discussions. The content of both of these capabilities was studied and de-

fined for empirical research. Market capability was divided into four dimen-

sions of customer knowledge, customer needs, customer relationship and 

customer communication. Technology capability on the other hand, was 

divided into three dimensions of ability to design and manufacture, produc-

tion systems and know-how and managerial skills. These elements of first-

order capabilities were supported in previous literature (e.g. Abernathy & 

Clark, 1985; Danneels, 2002).  

 

The second sub-question was “How innovation types could be classified?” 

This question was also answered in theoretical framework. Innovation 

types were studied from the ground of the innovation categorization made 

by Abernathy and Clark (1985). The definitions of other researchers were 

studied against this frame. Innovations types were as regular, niche crea-

tion, architectural and revolutionary innovations. Regular types of innova-

tions were found to be aimed at existing markets and produced with exist-

ing technologies and they were close to the definition of incremental inno-
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vations. Niche creation innovations were found to be aimed at new mar-

kets and produced by existing technologies. Architectural innovations were 

found to be aimed at new markets and produced with new technologies 

and they could usually be considered as radical innovations. Revolutionary 

innovations were found to be aimed at existing markets and produced with 

new technologies. The similarities and differences of other terms used by 

other researches were found in a theoretical review and they were ob-

served with this definition. This innovation type classification was used as 

the ground of analysis of the empirical findings.  

 

The third sub-question was “What kind of online-related capability portfo-

lios do publishing companies have?” This question was answered by 

means of an empirical study analysis. The capability portfolios of publish-

ing companies vary, but some similarities of the strength of the capabilities 

could be founded. The capability portfolio of each case was described very 

carefully at the findings section of this paper. The weight of market capa-

bility was found to be stronger than technology capability in companies’ 

capability portfolios.  

 

The fourth and final sub-question was “What is the relationship between 

their capability portfolios and their online innovations?” The question was 

answered by examining the single case analysis carefully and then con-

ducting a cross-case analysis. Patterns of the relationship were founded 

and for one the relationship between capability portfolios and online inno-

vations was proved to exist. Certain types of portfolios were found to ena-

ble a certain type of innovation production. These relationships were de-

scribed at findings and discussion section of this study.  

 

The main research question of “What is the relationship between first-

order capability combinations and innovation types” could be answered by 

means of the above sub-questions. Certain type of capability combinations 

enable certain types of innovation to be created. Therefore, the relation-

ship between first-order capabilities and online innovations lies in the func-
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tional combination of first-order capabilities. By leveraging their capabilities 

publishing companies could affect the quality of the outcomes –the online 

innovations- what they produce. On the other hand, if a company does not 

find balance between its exploitative and explorative activities, the result 

may even be negative capability leveraging.  

 

And as to the title of this master’s thesis, the answer to the relationship 

between first-order capabilities and online innovations were found in em-

pirical research. It seems that the relationship between first-order capabili-

ties and online innovations in service sector lies in stronger market capa-

bility. In technology side there has to be wide enough understanding about 

possibilities and either development skills or good subcontractors to be 

able to turn ideas into products. This supports the conclusion of Grinstein 

(2007, 166), who found out that “market orientation components positively 

affect innovation consequences”.  

 

8.1 THEORETICAL AND MANAGERIAL CONTRIBUTION 

 

From scientific perspective the main theoretical contribution is to provide 

empirical evidence about the relationship between first-order capabilities 

and online innovations. These were discovered when analyzing empirical 

research material, increasing the understanding of different kind of capa-

bility combinations. By these findings, I was able to give pre-understanding 

about the nature of the relationship between operational capabilities and 

innovations. 

 

From the managerial point of view, the most important notion was the sig-

nification of market capability in companies’ capability portfolios. This find-

ing suggests that especially in online environments companies should put 

effort in market capability leveraging. I found out that the importance of 

technology capability was minor, and that is why the focus should shift to-

wards understanding customers. Since the technological skills could be 
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bought outside the company and actual hard work is done by subcontrac-

tors, the companies could focus into their customers’ needs and expecta-

tions. The main deficiencies in market capability were in communication 

with customers and building a relationship with customers. This may be 

due to problems in turning rich information about customers into real de-

velopment work. Other problems in some cases were conflicting views 

inside the company about the purpose of their web pages. Unless every-

one involved in the development has the same vision, it is really difficult to 

turn understanding of customer needs into actions. If companies could 

build efficient processes for customer information and their use and get 

shared understanding about the characters and meaning of their web 

pages they could really get competitive advantage against their competi-

tors.  

 

8.2 LIMITATIONS AND FUTURE STUDIES 

 

This study has certain limitations. The data was collected from one indus-

try and there for the findings cannot be generalized straight into other in-

dustries.  Also the focus was, besides in publishing, in online offerings. In 

future studies it would be interesting to gather data about first-order capa-

bilities and innovations from other industries and other types of products 

and services, and see if the results of such a study are in of this thesis.  

 

The data of this research was collected by qualitative methods and from 

“only” four cases. This study exposed interesting findings about first-order 

capabilities and their relationship with innovations, and those notions could 

be studied more carefully with larger quantitative sample. It might enligh-

ten more specific the relationship between these lower level capabilities 

and innovations.  
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APPENDIX 1 

 

INTERVIEW THEMES AND RELATED SUPPORT QUESTIONS 

 

1. Role of the interviewee and experience in the company 
 

2. ‘A grand tour question’ on their online innovations  
• Could you describe your current online offerings? 
• Could you describe how your online offerings have been developed during 

the past 2-3 years? 
 

Link e.g. the following questions with the (1-)2 development phases you 

identified, use the support questions listed below when needed  

• Why did you decide to do that?  
• What made you do exactly this?  
• What was easy / difficult?   
• What did you learn based on your experiences? 
• How did you utilize your experiences later on? 
 

3. Current state of market and technological capabilities 
 

(Market) customer capabilities 

• How do you get information regarding your current / new customers? 
• What kind of information do you find valuable? Why? 
• How do you make use of this information? 
• Do you target the same / new groups online / offline?  
• How do you foster the relationship with your customers? 
• How do you interact/communicate with your customers? 

 

Technological capabilities 

• Of all the things you do now, do you have the competence to produce the 
features in the organization? 

• At the moment, are there any conflicts in terms of what you want to do and 
what you are able to do (in a technological way)? 

• How do you make decisions on what type of technological features you want 
to provide to your accounts?  

• What is your major strength at the moment / weakness? 
• How do you organize the design of new online innovations? / updating exist-

ing ones? (knowledge and experience base) 
 

  



 

 
 

Dynamic capabilities 

 

• How do you look for new opportunities / product development ideas?  
o Internal, external, resources, processes… 
o Who is responsible, is there a systematic way, what they really do in 

practice, real-life processes?  
o How good they were? 

 

• How have you changed the way you operate related to the new online offer-
ings? (within the title and on the BU level) 

o Resources (changed, new, composition of, use of)? 
o Delineating the business model (what has changed in what you offer 

to the customer?) 
o Who makes the decisions, who suggested, is it ad-hoc, routinized? 
 

Possible support questions for market / customer capabilities 

• At that time, how did you get information regarding your (current / new) cus-
tomers? 

• What kind of information did you find valuable? Why? 
• How did you make use of this information? 
• Did you target the same / new groups online / offline?  
• How did you foster the relationship with your customers? 
• At that time, how did you interact/communicate with your customers? 
 

Possible support questions for technological capabilities 

• At that time, did you have the competence to produce the features in the or-
ganization? 

• At that time, were there any conflicts in terms of what you want to do and 
what you are able to do (in a technological way)? 

• How did you make decisions on what type of technological features you 
wanted to provide to your accounts?  

• At that time, what was your major strength / weakness? 
• How did you organize the design of new online innovations? / updating exist-

ing ones? (knowledge and experience base) 
 


