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Abstract

Much of recent research in strategic managemenbegahizational studies focuses on
collectivistic and individual-less conceptualizaigo of organizational routines and
capabilities, and, therefore, implicates a lackagéncy. Additionally, these concepts
miss an explanation of the endogenous origins aewkldpment of routines and
capabilities. Due to these identified research g#ps central aim of this paper is to
develop a theoretical framework that is based omeaver understanding of
organizational routines as organizational and $qmiactices, which investigates the
origins and dynamic aspects of organizational magti and their relationship to
capabilities and knowledge on the basis of an adi@sed approach.
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1. INTRODUCTION

According to Teece & Pisano (1994), the historicadleveloped capabilities of an
organization represent the origin and true souofes firm’s competitive advantage.
Thus, the capability-based view of strategic mansage puts emphasis on capabilities
defined, for example, as ‘...a firm's capacity to ldgpresources, usually in
combination, using organizational processes, teceffa desired end (Amit &
Shoemaker, 1993: 35). Organizations are considéoede a unique bundle of
capabilities and routines that represents firm-$ijge@and primarily implicit and
collective knowledge which enables organizations perform distinct activities
(Spender, 1994; Foss, 1996; Langlois & Foss, 199nfortunately, the theoretical
explanation of the relationship between capabdlia@d organizational routines ‘as the
building blocks of capabilities’ (Winter, 1995) rams widely unclear (Abell et al.,
2008). One major problem in the field of evolutipnaeeconomics and strategic
management is that researchers have ‘...prematurelyednto higher level or higher
order constructs, without first getting clarity e underlying notion of routines’ (Felin
& Foss, 2004: 11). As Felin & Foss (2005) statecmaf recent research in strategic
management and organizational studies focuses dlectbee and individual-less
conceptualizations of routines and capabllities.

Several authors criticize the methodological colesm of the capability-based view
(e.g. Felin & Foss, 2004, 2005, 2006; Gavetti 20@spectively of the knowledge-
based view (Felin & Hesterly, 2007). Consequendiyminant approaches in studying
organizational routines treat them as black boxed therefore, implicate a lack of
agency (Feldman & Pentland, 2003; Pentland & Felgn005). Particularly the
evolutionary foundation of the concept of orgariadl routines seems to hamper a
deeper understanding of the internal and dynamichar@sms underlying the
development of capabilities and routines by movinghe focus of attention away from
decision making in organizations’ (Gavetti et &007: 524). From that perspective,
individuals are deliberately seen as more or legerchangeable’ (Nelson, 1995: 65;
also Teece, 2007: 1323) and ‘[t]his line of reasgras placed all of the explanatory
burden on the context and environment (over indi@idcausation)’ (Felin & Foss,
2005: 443). Thus, strategic and organizational ehas regarded to be more or less
determined by external factors or social constsa{Bourgeois, 1984) as, for example,
the properties of a certain situation or pre-gigeganizational objectives. Additionally,
the concept of routines puts strong emphasis opilisgaand behavioral continuity
rather than on organizational change (e.g. Cohdda&adayan, 1994; Feldman, 2000;
Gavetti & Levinthal, 2004; Cohen, 2007). The guasdi of how new combinations of
resources are actually built, where do new capagdsiland routines come from and how
they change over time seems to remain still in‘tbh&ck box of process’ (Priem &
Butler, 2001; see also Ethiraj et al., 2005; Ale¢lal., 2008).

Due to these identified research gaps, the ceaimal of this paper is to develop a
theoretical framework which investigates the omgimnd dynamic aspects of
organizational routines and their relationship apabilities and knowledge. In order to
do so, we propose a departure from the evolutiof@pdation and methodological

collectivism of the capability-based view by refeg to a practice theory perspective
(e.g. Bourdieu, 1972; Giddens, 1979, 1984). Thima@gch recently has been applied to
broaden our understanding of organizational knogde@Gheradi, 2000; Orlikowski,

2002; Nonaka & Toyama, 2007), organizational raegifFeldman & Pentland, 2003;
Pentland & Feldman, 2005; Cohen, 2007) and innomaiiDougherty, 2008). In

reference to routines, this line of reasoning hgitts that ‘[t]he internal structure of a
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routine can produce a wide range of different oomes on the continuum between ‘very
stable’ and ‘constantly changing’, depending ocuinstances...” (Pentland & Feldman,
2005: 794-795) and thereby acknowledging that tiresrguiding routine behaviour are
necessarily incomplete and imply a certain degfeeprovisation and creativity within
the act of rule application and that is (sociat)ac(Joas, 1997; Ortmann, 2003; Becker,
2004; Whittington, 2006). However, in the literawn routines and capabilities, it still
remains unclear under what circumstances eithdrlestar changing outcomes are
produced, or more broadly, how individuals in sbaattings actually refer to and,
thereby, change social rules and practices.

Following this praxeological path, we focus on tegnitive, creative and normative
processes of how individuals apply organizationdés and knowledge and, thereby
recursively shape the conditions they are situate@nd their objectives). By further
elaboration of the concept of modalities as ‘maimehsion of the duality of
structuration’ (Giddens, 1984. 28), we aim to pdasvi some conceptual and
terminological clarity on both the central constsu®f routines, capabilities and
knowledge and the relationship among those cortstiucoffering a framework which
describes the change of organizational routinesapgbilities.

2. ORGANIZATIONAL ROUTINES: A REVIEW OF THE LITERATURE?®

From this theoretical starting point, we will firgtrn to the concept of organizational
routines that is central for our analysis. We whiliefly describe the dominant
metaphors, main characteristics and central effeft®rganizational routines and
thereafter analyze their potential for stabilitylarhange in general. In doing so, we will,
furthermore, analyze and differentiate two différebut mutually constitutive
dimensions of organizational routines: structunswe agency (Giddens, 1984).

2.1. Main characteristicsand central effects of organizational routines

Organizational routines represent a central conaepirganizational analysis. Since
Stene (1940) introduced the concept to the sciertdmmunity, routines have been
regarded to be the central organizational mechatiisough which the majority of a
firm’'s tasks are accomplishédespite several centuries of intensive researamym
inconsistencies have been manifested in the inedediserature on organizational
routines (Cohen et al., 1996; Feldman & Pentlaf®®32 Becker, 2004; Becker et al.,
2005) and progress in our understanding of conokpbutines ‘has been frustratingly
slow’ (Cohen, 2007: 774). However, a core defimtican be identified which states:
‘There is considerable agreement in the literatheg organizational routines can be
defined as repetitive, recognizable patterns ofrdgpendent actions, carried out by
multiple actors’ (Feldman & Pentland, 2003: 95).

% The chapters 2 and 3.1 are based on a former remicfe paper (Hansen & Kiipper,
2008).
“ Besides the work of March & Simon (1958) and Cy&rmarch (1963), especially
Nelson & Winter’s ‘Evolutionary Theory of Econom@hange’ (1982) can be regarded
as a ‘milestone’ in this field (Cohen et al., 19%@&ldman & Pentland, 2003; Becker,
2004; Cohen, 2007).
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From the literature on organizational routines,dRen & Pentland (2003) identify
three dominant metaphorg(1) routines as habits or skills of an organmat(Stene,
1940; Simon, 1945; Nelson & Winter, 1982), (2) inas as performance programs
(March & Simon, 1958; Cyert & March, 1963) and (8lutines as genes (Nelson &
Winter, 1982). Against this multifarious backgrounBecker (2004) develops a
fundamental review of the literature on organizagioroutines and identifies their main
characteristics and central effects on organizatidte differentiates between eight
aspects asnain characteristicsof organizational routines. First of all, routinase
activity patterns(1l) that arerecurrent (2) andcollective (3). Becker (2004; see also
Reynaud 2005) points out that there is a greatgtessnent in the literature whether
these recurrent activity patterns aminidless (Ashforth & Fried, 1988) or rindful
(Feldman, 2000) respectiveffortful’ accomplishments (4) (Pentland & Reuter, 1994;
Feldman, 2003). A further characteristic of rousine central for the explanation of
organizational changeroutines are processe$5). These processes amdntext-
dependentembeddedndspecific(6): ‘Routines are embedded in an organization and
its structures, and are specific to the contexeqiger, 2004: 651, with reference to
several sources). They are specific in three w&gitines are, first of allrelation
specific(6a) depending on the particular actors and thgilicit knowledge involved.
Due to local learning processes, routines are éantlorelocally specific(6b). Last but
not least routines arbistorically specific(6¢) because at a certain moment in time
internal and environmental constellations will b@ique. Closely related, thepath-
dependency7) is another central characteristic: ‘Recogrgzihat routines change in a
path-dependent manner highlights the importancieeedback effects’ (Becker, 2004
653). Last but not least routines drggered (8): they are initiated by ‘actor-related
triggers and external cues’ (Becker, 2004: 653).

Besides these central characteristics routines hseeeral positive effects on
organizationg(Becker, 2004): Routines have the powecdordinateand tocontrol (1)
the complex organizational activities because thiegble simultaneous and consistent
interactions of multiple actors. In this coordiati process, routines provide the
participants with concrete instructions and esséibin implicitorganizational trucg?2)
(Nelson and Winter, 1982) between organizationahivers who give orders and those
who receive the instructions. Routines suspend \@nesuppress organizational
communication and negotiation to a certain degaeel allow for efficient problem-
solving behavior (see below). Instructions are ptamk ‘without conscious questioning
of the authority of those who give the orders’ (Bag 2004: 656). Therefore,
organizational routines ‘foster coordination’ fava reasons: First of all, as a decision
base they allow the participating actors to formmfment expectations of each others
behavior in future periods and second of all, #sulting decisions have a high degree
of ‘mutual fit" (Becker, 2005: 827).

In addition to these positive coordination effecisyanizational routinesconomize on
the limited cognitive resource$3) — in form of a ‘limited information processiramnd
decision-making capacity’ (Becker, 2004: 656-6579f-individuals. They enable the
human agents to focus their attention on non-reutctivities and to respond to
recurring and familiar occurrences with a semi-ctmss performance of routinized
actions. Routines, therfore, reduce uncertainty: (M) insecure and especially
pervasively uncertain situations, routines enab& drganizational members to be and
remain capable of acting. Routines support ruleegoed and predictable behavior
because they fix parameters and economize on eognmésources and, thereby, set
them free. They promote cognitive efficiency andtHermore, reduce complexity and



the routinization of processes ‘may be viewed asuacertainty decreasing strategy’
(ibid.: 658).

Becker (2004) identifies two additional positivefeets of organizational routines:
stability (5) andstoring knowledgé¢6). We will come to the central aspect of staypilit
the next section in which the interplay of stapiléand change is the subject of
discussion. At this point, we focus on the sixtfeef of organizational routines, their
capability to save knowledge: ‘Routines store kremlgle’ (ibid.: 660) and can be seen
as the ‘memory’ (Nelson & Winter, 1982) or ‘colla@ mind’ (Weick & Roberts,
1993) of an organization. They especially store fiven-specific (production)
knowledge that is primarily implicit and collectiaad enables organizations to perform
distinct activities (Foss 1996; Langlois & Foss9T¥

2.2.  Stability and change of organizational routines

A further and very important effect of organiza@brroutines is their capacity to
generate stability and, therefore, efficiency, predictability and itegacy in
organizational interactions (Becker, 2004; FelddaRentland, 2003). Especially the
dominant approaches to studying organizationalimest— routines as habits (Stene,
1940; Simon, 1945; Nelson & Winter, 1982), perfontea programs (March & Simon,
1958; Cyert & March, 1963) and genes (Nelson & inl982) — conceptualize
routines asstable (Feldman, 2003) origid (Cohen, 2007f Due to their recurrence,
organizational routines provide stability for tweasons: First of all, when routine
results are satisfactory and no alternative wagroblem solving has to be found, they
spare the limited cognitive resources of involvetbes as mentioned above. Beside the
reduction of transaction costs (Becker 2004), Btalaf organizational routines allows
valuable feedback effects and so ‘provides a haselgainst which to assess changes,
compare and learn’ (ibid.: 659). However, althotiggre are feedback processes within
the reproduction of an organizational routine, miegafeedback might be ignored by
the performing agents. In the worst case such radsfe’ routines (Argyris, 1985, 1990)
can lead to ‘competency traps’ (Levitt & March, 8%&nd ‘structural inertia’ (Hannan
& Freeman, 1984). From this classical perspectiveantines, organizational ‘routines
are seen as the antithesis of flexibility and cleamgcking organizations into inflexible,
unchanging patterns of action’ (Feldman & Pentla2@03: 98) and, thereby,
highlighting the effects of stabilization ratheathchange.

Nevertheless, as newer research shows, organiahtiontines are not inert because
their processual character implies some internahycs (Feldman & Pentland, 2003;
Becker, 2004; Pentland & Feldman 2005).

‘The internal structure of a routine can producevide range of different outcomes on the
continuum between 'very stable' and ‘constantlyngimg’, depending on circumstances.’
(Pentland & Feldman, 2005: 794-795.)

® It is still unclear where and how exactly knowledg stored in or by routines and,
thus, how routines exactly serve as memory (Cok@dy).
® Cohen (2007) who states that organizational restiare assumed (at least in the
traditional perspective on routines) to bgid in their execution, that they aneundane
in content, that they arnsolated from thought and feelingnd/or that their underlying
action patterns arexplicitly stored somewhéer@Cohen, 2007: 774, emphasis added).
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Due to the fact that at a certain moment of timgirenmental constellations can
become complex (and uncertain or even ambiguobsg),ptobability that an exact
reproduction of the on certain routine can be peréa in a subsequent iteration is very
low. General rules that govern the routinized angiof a large number of organizational
members have to be incompletely specified andetbes, have to be interpreted by the
performing individuals who adapt the establishadtines to local and situated demands
(Becker, 2004; for an elaborated philosophical uBsmn on that see, for example,
Ortmann, 2003Y.There are several reasons for the performing sdmradapt and,
thereby, change organizational routines: For examphen existing routines do not
produce the intended outcomes, or, as a resulisfirg routines, new problems occur
and then have to be solved. Furthermore, routinkcoomwes can produce new
organizational resources that offer new opportesitfor the performing actors
(Feldman 2000, 2003; Baker & Nelson, 20®0Routines almost always are ‘in flux’
(Becker et al., 2005: 776) and ‘cannot be undedsta® static, unchanging objects’
(Feldman & Pentland, 2003: 95). They are both: are® of stabilityand change
(Becker, 2004; Feldman & Pentland, 2003; Pentlarite&man, 2005).

From this perspective, routines have a ‘dual natiireldman & Pentland, 2003: 112)
and, in addition to this, play a central role foe flexibility of an organization (Pentland
& Reuter, 1994). Some routines are even expliaigigned to produce change, for
example, new product development routines and,etidr, connected learning
processes (Becker, 2004 owever, from our perspective the focus of at@mghould
not be directed to ‘meta-routines’, ‘higher-ordewutines’ or ‘routines for changing
routines’, but rather to ‘something more basic: fihberent capability of every
organizational routine to generate change, meralyits ongoing performance’
(Feldman & Pentland, 2003: 94). As a result of &ak&m processes, routines are
‘continuously emerging’ (Pentland & Feldman, 20@94). Because (tacit) knowledge
evolves and continually changes in its applicatiomtines in particular are a source of
endogenous chang8ecker, 2004), as a ‘change that comes from witihganizational
routines’ (Feldman & Pentland, 2003: 112). In #tositext, the performing actors play a
crucial role as central drivers of change. The $octiattention is switched, on the one
hand, from the episodic to the continuous changergénizations and, on the other
hand, from external pressure and the explicit chamigroutines through managerial
decision makinf to their incremental and primarily endogenous geantriggered by

" See also the classical study of Bensman & Grei@83). These authors show that
suspension of (formal) rules is not only tolerabed functionally necessary in order to
‘keep the system alive’ and adaptive.
8 It may be important to note that in the practiesdd perspective resources (and
routines and knowledge) are not considered as tiigelcentities or as simple means
brought into sequences of action in order to rgaehgiven ends. More over, means and
ends, or resources and rules, recursively constgath other in situation of acting (Joas,
1997).
® Especially, the literature on dynamic capabiliies). Teece et al., 1997; Eisenhardt &
Martin, 2000; Winter, 2000, 2003; Helfat & Peteraf03; Helfat et al., 2007) focuses
on this kind of ‘routine-based change of routin€&ynamic capabilities represent some
sort of ‘higher-order routines’, explicitly targeteéoward the change of lower-order or
operational routines or capabilities. Because efifoblem of an infinite regress (Collis,
1994) we are skeptical regarding the explanatiomosier of these approaches (see also
Schreydgg & Kliesch-Eberl 2007).
9 From the traditional perspective on routines i(ds least implicitly) assumed that
managerial decision-making is not routine-baseduta-based. Or to put it differently,
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the performing practitioners (Feldman, 2000; FeldndaPentland, 2003; Pentland &
Feldman 200

3. THE DUALITY OF ORGANIZATIONAL ROUTINES

The notion of stability and change in organizatlomautines refers to specific
interactions within organizational routines: roesn are ‘generative systems with
internal structures and dynamics’ (Pentland & Feldn005: 793) and can not be seen
as ‘static objects’ (ibid.: 794). The underlyingrgeective on organizational routines
explicitly differentiates and studies different asts or dimensions of organizational
routines and their interactions (Feldman & Pent]&@D3; Pentland & Feldman, 2005).
This practice-based perspective on routines ‘braqggsncy, and, therefore, subjectivity
and power back into the picture’ (Feldman & Perd|aR003: 95), thereby trying to
enlarge the widely structuralistic respectively dtionalistic and depersonalized
analysis of routines towards more individualistieneents and to bring ‘the individual
back in’ (Kilduff & Krackhardt 1994, see also Bayrl& Kunda 2001).

3.1. Dimensionsof and interactionswithin organizational routines

Feldman’s and Pentland’s (2003) central aim is féeroa new ontology of
organizational routines that takes the specificcess through which organizational
routines change into account:

‘Our goal here is to create a new theory of orgational routines that retains the valuable
insights of prior work while enabling us to accototthe empirical observations that expose the
limitations of this work.’” (Feldman & Pentland, 2Z02QL00)

Pentland & Feldman (2005) consider different didttons that can be applied to
analyze the two aspects of organizational routisésicture versus agency (Giddens,
1984), objective versus subjective (Bourdieu, 199flsposition versus behaviour
(Hodgson, 2003) and ostensive versus performathato(r, 1986). Feldman &
Pentland (2003; 2005) themselves follow Latour88@) terminology and identify two
interrelated dimensions of organizational routir{@$:an ostensive aspect as the abstract
idea or pattern of a specific routine that can tlhheught of as a narrative, or a script’
(Pentland & Feldman, 2005: 796) of organizatior@itines and (2) a performative
aspect as specific and actual actions of orgaozatimembers at a certain time and
space ‘that bring the routine to life’ (Feldman &rfand, 2003: 94).

In this sense, organizational routines embody ditghuaf structure and agency like all
social phenomena (Giddens 1984). ‘They consistath abstract understandings and
specific performances’ (Pentland & Feldman, 20@t)7We take this perspective into
account, to differentiate between those two dinm@rssiof organizational routines and
their interactions with physical artifacts (Feldm&n Pentland, 2003; Pentland &

this view is ‘treating managers as rule-makers angployees as rule-followers’
(Spender, 1996: 42). This view on routines, cagasl and knowledge is in some
respect problematic since those conceptions aredbas different and contradictory
types of logic or rationality (Schreydgg & Kliesé&erl, 2007; see also Kilduff, 1993).
Such a hierarchical solution of ‘mind-body paradex<’based on the assumption that
‘the subject the managemenf...] stands in a privileged, if not exclusive,agbnship
with knowledge’ (Gheradi, 2000: 213; emphasis ajlded
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Feldman, 2005): organizational structures and fipeorganizational practices (or
routines, we use those two terminologies synonytypwas two related and recursive
dimensions. From this perspective, routinized dqmactices have a dual sense: They
are ‘something that guides activity’ and, at thensatime they represent the ‘activity
itself’ (Whittington, 2006: 619). Or to put it shgly different, ‘practice is both our
production of the world and the result of this ms& (Gheradi, 2000: 215).

‘On one hand, routines can be characterized asagbgiatterns that participants use to guide,
account for and refer to specific performances afudine. ... On the other hand, routines can be
characterized as actual performances by specifiplpe at specific times, in specific places.’
(Pentland & Feldman, 2005: 795.)

Thefirst dimensionor the structural aspect represents an abstrdgpantially narrative
description of organizational routines (Feldman énffand 2003; Pentland & Feldman,
2005) that takes the form of an explicit (e.g. tentinstructions, formalized planning or
budgeting procedures) and implicit collectively cheéknowledge about a specific
organizational activity. In that sense, the strradtdimension refers to the existence of
collective knowledge about structure — rules anth@utative or allocative resources
(Giddens, 1984) — that enable organizational mesterefer to, to guide their work
activities and to account for their behavior (Fetan& Pentland, 2003). At the same
time, these structural aspects of organizationaltimes constrain the actions of
organizational members. All together organizatiastalcture can be seen as the virtual
order of an organization and its reproduction.

As an abstract property of a social community, aostructures are subject-less and
outside of time, they only exist in the instantas in social practices and as memory
traces of knowledgeable human agents (Giddens 11%&3}). Since contextual details
always ‘remain open — and must remain open — ferrthutines to be carried out’
(Becker, 2004: 648as well asPentland & Feldman, 2005: 797; see also Ortmann,
2003), the structural dimension cannot imply orredetermine specific performances
of organizational routines (Feldman & Pentland,300

The second dimensignthe agency dimension as the actual performance of
organizational routines by human agents, refersefiwoduced social practices that
create, maintain and modify the structural dimemsf organizational routines
(Feldman & Pentland, 2003; 2005). In contrast t® d&bstract social structure, social
practices are situated, spatially and temporaltated and presuppose a subject or an
actor (Giddens, 1976).

‘For practice theory, the nature of social struetaonsists in routinization ... Structure is thus
nothing that exists solely in the 'head' or ongrat of behavior: One can find it in the routine
nature of action. Social fields and institutionatizcomplexes — from economic organizations to
the sphere of intimacy — are 'structured' by thatines of social practices. Yet the idea of
routines necessarily implies the idea of a temjitgralf structure: Routinized social practices
occur in the sequence of time, in repetition; doerder is thus basically social reproduction.’
(Reckwitz, 2002: 255.)

The specific interaction of the two recursive andtumally constitutive dimensions of
organizational routines determines the degree tmtwioutines can change, to which
they are flexible and to which extent they canraedferred to other contexts (Feldman
& Pentland, 2003; Pentland & Feldman, 2005).

‘Some routines show a lot of variation; others db some are flexible; others are not. Some are
easy to transfer; others are not. These variatioang seem like noise or bad measurement, but
they are not. They are indications of underlyingemdmena and dynamics.” (Pentland &
Feldman, 2005: 794.)



These dynamics within organizational routines repné the more or less firm-specific
process of the recursive constitution of a paréicurganizational structure — certain
organizational rules and resources — and thus thenunique organizational routines
over time. Organizational routines represent thatinzed application of rules and
resources in situations. This firm-specific struation process can be seen as ‘an on-
going opportunity for variation, selection, andergion of new practices and patterns of
action within routines and allows routines to gaetera wide range of outcomes, from
apparent stability to considerable change’ (Feldrdafentland, 2003: 94). In the
course of time and action the structural dimensabmoutines is varied through the
(varied) enactment by organizational members inr thay-to-day activities. It is
mediated through firm-specifimodalities of structuration- interpretative schemes,
norms and facilities (Giddens, 1979; 1984) — thetdme thematic priority in the next
section.

3.2. Modalitiesof structuration

The mediation between the abstract structure aspghee- and timeless conception of
rules and resources, and social practices respcsocial action is captured within the
concept of modalities which can be considered thairn dimension of the duality of
structuration’ (Giddens, 1979: 81; Giddens, 1983). ZAlthough several authors (e.g.
Pentland & Rueter, 1994; Feldman 2000, 2003, 2@@i¢man & Pentland, 2003;
Pentland & Feldman, 2005) have used practice octstration theory in order to enrich
our understanding of the nature of routines, thecept of modalities of structuration
has experienced only rarely a closer elaboratidhimwithat vein of research. Thus, a
clear definition and solid conceptual ground seembe missing (for valuable
exceptions see Duschek, 2001, 2002; Sydow et@D3)2 A closer look at the concept
of modalities may help to bring some clarity on #teicturation process and, thereby,
offers some insights to enrich our understandinghef development or change of
organizational routines. Thereby, we are tryinghiow that the application of rules (and
resources) in social practices implies an active rimt necessarily (fully) conscious
performance of individuals (and collectives).

Routine behavior is mainly rooted in the practicahsciousness of individuals and
largely reflects routinized action, since actors.}[know tacitly about how to go on in
the context of social life without being able togithem direct discursive expression’
(Giddens, 1984: xxiii). From this perspective, sdicial life is mainly considered as
being rooted in the routinized and largely uncomssiproceeding of social practices
which are connected to practical, tacit or preerdfle knowledge. The practice-based
perspective helps ‘us to see organizations asmgsté practices, existing in the world
of tacit knowledge. That is, tacit knowledge thasimply usable but that becomes the
object of reflection when a breakdown occurs’ (Glaer2000: 215; see also Joas, 1997).
As long as there is no breakdown or crisis, undedsas the interruption of smooth and
unopposed action — or, more precisely, when thésskid knowledge of individuals are
sufficient to reach their objective within routie action (Joas, 1997) — the prime
mode of action is pre-reflexive and the distincsidretween subject, object, thought or
context is (temporarily) dissolved (Gheradi, 2000herefore, it is central for this
understanding to consider knowledge (and learniag) knowledge-in-practice or
knowledge-in-action that is neither in the headr{takstic version of knowledge) nor
does it represent a commodity (objectified vergbknowledge) (Gheradi, 2000).

10



Social practices, rooted in the pre-reflexive kredge, allow for the structuring of a
basically unstructured world and, thereby, guide ahape the processes of sense-
making (Reckwitz 2007). In the terminology of Alr&chutz (1970, 1970b, 1980), this
process of structuration is labeled ‘social typing’ ‘typification’. The mundane
experiences that individuals make in daily situagioare interpreted through an
individual's pre-existing and generalized stockkabwledge or schemas of the world
(Faircloth, 2001). Or as Schutz puts it: ‘[...] arins of recognition and identification,
even of real objects of the outer world, are basedh generalized knowledge of the
type of these objects or of the typical style inahhthey manifest themselves’ (Schutz,
1970b: 118-119; quoted form Faircloth, 2001: 33#). this perspective, ...]
experience of everyday life [is] filtered throughsat of categorical definitions or
typifications about what the world is and how ohewdd act within it. This stock of
typical meanings and recipes for action providepteavith a sense that the everyday
social world can be taken for granted, that it &sxisdependently of our immediate
experience of it, and that, for all practical pwses, others experience it in a similar
fashion’ (Pfohl, 1985: 292). Within this process sucial typing or abstraction, the
specific properties of given objects, events ornoast are transformed into typical
categories by an act of idealization (Duschek, 200he unknown properties of a
certain situation, the uniqueness of its objectsnts and actions — their indexicality —
are reduced or transformed into known and pre4egistategories or schemas and, thus,
classified. Once socially typified, a situationtiansformed into ‘objective reality’ and
becomes an indexical feature of our next interactiod interpretive process.

It is important to note that the pre-existing tymesschemata or the existing stock of
knowledge, are also modified recursively withirtie process of typification. Ongoing
situations are classified or intermediated withefming expectations, but on the other
hand, the new properties of a certain situatiomaseer fully eliminated. The adaptation
of new experiences into existing schemas and thecidental shaping of the schemas
themselves is an active process and involves &ortiefl accomplishment’ (Pentland &
Rueter, 1994) although this accomplishment doesaocessarily have to be conscious.
Routine behavior, although often not fully consaidar the agents, is, therefore, not an
automatic and unchanged response to a certain lsmas mainly presumed in the
earlier literature on routines (e.g. March & Sim&858; Cyert & March, 1963; Nelson
& Winter, 1982), but rather ‘the performance ofilagtsubjects that unfold anew each
time’ (Pentland & Rueter, 1994: 486, with referemeesiddens, 1984). Organizational
routines are representations of practical or pflexee performance of knowledgeable
actors which can be characterized by a certainegegf creativity and flexibility.
Although not discursive and more or less rooteth@implicit knowledge, this practical
or procedural knowledge allows for the solutionsegén complex problems (Cohen,
1991). From this point of view, organizational rioes are not static since they require
active actors to put governing rules and resounces action and, therefore, actively
shape the situation they are embedded in (Joag,).199 far, organizational routines
are conceptualized as being rooted in the prexig#eknowledge but not being
necessarily static, leaving open the question waiat(rational or conscious) reflexivity
plays for the development of routines and how kKwsl of reflexivity comes into the
picture.

11



4., ORGANIZATIONAL ROUTINESAND CAPABILITIES
4.1. Capabilities as conscious-reflexive action

In the present literature, the relationship betwesnganizational routines and
capabilities seems to be conceptually vague anléaa distinction between these two
concepts is still missing (Abell et al 2008)Organizational routines are often regarded
to be the ‘building block of capabilities’ (Wintet995; Dosi et al., 2000) and, besides
the level of aggregation and importance, it isléast implicitly) assumed that there is
no fundamental difference between those two coscept these definitions,
organizational routines evolve mainly through thpplecation or the cause of higher-
order constructs or meta-rules ‘with varying degred tacitness and automaticity,
intertwined with explicit, purposeful acts of strgic discretionality’ (Coriat, 2000: 216).
Although capabilities, in contrast to routines, amnetimes also separated from each
other by referring to the level of intentionality.g. Helfat et al., 2007), the differences
between those two concepts still remain largelylaarcand may be traced back to the
fact that researchers in the field of evolutionacpnomics and strategic management
[...] prematurely moved to higher level or higheder constructs without first getting
clarity on the underlying notion of routines’ (Fel& Foss, 2004: 11).

However, in order to allow for a conceptual distioe between routines and
capabilities, we suggest introducing the critefia@nscious reflexivitys a distinctive
feature of organizational capabilitiddore preciselyconscious reflexivityefers to the
conscious evaluation of goals, circumstances (saioa and consequences of the
outcomes of established organizational routinewdier to develop new ones, to change
or even to maintain existing organizational rouin&ithin an act of deliberate
dissociation from established organizational rcegitf Thus, capabilities represent
creative, reflexive and conscious social actiooriter to deliberately introduce new or
to change, maintain or eliminate existing orgamwet! routines to enable an
organization simply to proceédThis is in some respect consistent with most ef th
definitions of capabilities (or competence) sinde]irtually every definition of
competence in the literature refers to some purplesdirm is able to achieve [...]’
(McGrath, 1995: 254, with reference to other sosycBy refereeing to social action,
we insist that both capabilities and routines regné collective constructs which both
involve collective action and multiple actors (elNglson & Winter, 1982; Dosi et al.,

' We do not further distinguish between competencese competences, capabilities
and dynamic capabilities, although those concejtg address slightly different issues.
For an attempt to separate those constructs fram ether see, for example, Dosi et al.
(2000). Our main focus is on the differences betweeganizational routines and
capabilities and their relationship.
12\We use the term ‘conscious reflexivity’ synonymdasrational reflexivity’ as, for
example, suggested by Dominques (2000). Conscedlexivity could be distinguished
from unconscious reflexivity and practical refley The latter two types of reflexivity
are considered to be part of the concept of orgdioizal routines, accounting for
(incremental) adaption and change and being coedéotpre-reflexive knowledge and
learning.
13 From this point of view, individual and organizatal goals are not considered to be
pre-given in the sense that they exist (fully) befaction or situation (Joas, 1997). Thus,
the definition of (in some sense always) prelimynand changing goals is considered to
be captured by capabilities and object of negatimtcommunication and feedback.
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2000; Levinthal, 2000; Becker, 2004; Abell et &008) and, thus, both concepts are
placed analytically at least at the group IeVel.

Important to add to this preliminary definition tisat capabilities are rooted in social
practices and can only be understood in relatiomlissociation/deviance to existing
social practices within one social system. Froms fhoint of view, capabilities are not
social practices themselves but rather the alidityonsciously dissociate from existing
social practices. In contrast, organizational roegirepresent more or less unconscious,
repetitive patterns of action that a certain orgaton (or an organized group within an
organization) performs or, at least, can rely upothout any explicit processes of
negotiation, communication and conscious reflect®imce adaption and change can
also be based on numerous unconscious efforts, fevetcomplex problems (Cohen,
1991), routines are not considered as static. Tiousines can be a powerful source of
adaptation and change and could even lead, dueeted called ‘deliberation-without-
attention-effect’ (Dijksterhuis et al., 2006; Difeshuis & Meurs, 2006), to better
subjective and objective results. The main pointiffierence between organizational
routines and capabilities is that routine-basedotaia or change is based to a large
degree on practical or tacit knowledge and, thssyriconscious. Tab. 1 shows the
characteristics of routines and capabilities frbim perspective.

Routine Capability
Change * unconscious, not indented, creativee conscious, intended, creative and
and practical-reflexive, reflexive,
« goals, circumstances ande goals, circumstances and consequences of
consequences of action are not action are consciously evaluated,
consciously evaluated  deliberate dissociation from existing

« no deliberate dissociation from social practices in order to change social
existing social practices but practical practices
or tacit dissociation

Stability e unconscious, not indented, non- conscious, intended, creative and
creative, reflexive,
 goals, circumstances ande goals, circumstances and consequences of
consequences of action are not action are consciously evaluated,
consciously evaluated, « deliberate dissociation from existing
* no deliberate or practical dissociation social practices resulting in the
from existing social practices maintenance of existing social practices

(because possible alternatives are
considered to be inadequate/less powerful
in relation to existing routines)
Type of  Tacit, pre-reflexive, implicit « Discursive, reflexive, rational knowledge
knowledge knowledge
Tab. 1: Routines and capabilities as sour ces of change

Important to note is that the differentiation bedweroutines and capabilities is an
analytical one and relative. Thus, complex andectiNe problem solving activities can
be only placed ideally on a continuum ranging frpame conscious reflexivity to pure
unconscious reflexivity (see also Lillrank 2003). reality, the solution of complex
problems may involve conscious and unconsciougisokito problems simultaneously
(e.g. Hutschins, 1991).

As mentioned before, capabilities are considereddocreative-conscious-reflexive
action which is rooted in social practices but gbegyond it. Thereby, creativity is
defined as the ‘capability to act or think innovaty in relation to established modes of

14 Notwithstanding, the starting point of our thearigis the socially embedded actor.
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activity’ (Giddens 1991: 41) which is embedded oncrete situations of problem-
solving rather than being the outcome of some ¢jeti@ actors or a mentalistic
construct (Joas 1997; see also Ford, 1996; Draah,e1999). In reference to action (or
social practices), creativity is intertwined witlctian in situations and is only
sufficiently understandable (and to be set fregh@context or the situation the action
is embedded in. It may be important to note thaatvity is not an objectively given
proposition of an outcome, but rather it ‘should defined as a socially constructed
label used to describe actions embedded withinigpgat contexts’ (Ford & Gioia,
2000: 707). As such, it is open for the influententernal and external power since the
description of a certain sequence of action asgoenmeative (or an actor as being
capable) depends at least partly on power (Sydoal.e2003). More precisely, if a
certain action or an idea should be further dewdo@and that is roughly the first step of
the deliberate development of new organizationaitines), not only cognitive and
normative factors, but also the constellation ofvporelations (and the availability of
resources) within one certain social system hasgbatantial influence (Giddens 1984).

4.2.  Framingthe development of routines

In order to understand the sequential steps of fomtines are deliberately developed
over time by making use of capabilities, we retarskely to the classical framework of
the conception of choice as provided by March &eDIg1976)'° We differentiate
between four phases of the development of routimésch can only be analytically
separated from each other. In reality, these phasesoverlapping and could be
characterized by multiple interdependencies. Howdwe analytical clearance, we need
to discuss them separately and neglect the interdigmcies among those phases.

The four phases are interpretation and sense-mdkingoordination and negotiation
(2), transformation and stabilization (3) and efiation and unlearning (4f.These
phases have to be thought of as being guided bglswactices which, according to the
concept of duality of structure (Giddens, 1984)edwine but also enable action and
which, in turn, are shaped by organizational pcasti By referring to organizational
practices, we highlight that these processes arestitated by social settings or
situations and are not the properties of singldviddals.” The understanding of
capabilities as proposed here is then exactly tedsn in the factors that positively
influence the conscious and reflexive dissociafimm existing social practices and

5In their ‘complete cycle of choice’ March & Ols¢h976) differentiate between the
individuals’ cognitions and preferences, their ‘ralsdof the world’ (1), individuals
actions or participation in a choice situation (@)ganizational actions: ‘choices’ or
‘outcomes’ (3) and environmental actions or ‘resga®) (4) which, in turn, affect
individual cognitions and preferences (1).
'8 For a conception of ‘creative managerial decisitaking’ see Ford & Gioia (2000).
These authors suggest that the process or bettde of managerial decision making
can be characterized by eight factors or stepstféeward (1), issue interpretation (2),
alternative generation and scripted action (3).eetations (4), general character of the
decision process (5), variation introduced (6), ichoselection (7) and feedback
reflecting legitimacy of retained action (8).
7 Notwithstanding, that the impact of different ividiuals (top management, senior
management, workers) on these processes may vary.
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lead to the deliberate development of new or chémyganizational routines or to the
maintenance of existing organizational routiffes.

4.2.1. Interpretation and sense-making

In the practice-based or action-based perspectiyg@osed here, creative action ‘...is
pictured as an instrument in the development @rpretation, rather than the other way
around’ (March, 1996: 2867 As such, it is primarily action which allows fohet
development of new and appropriate interpretatminte world. ‘Imaginative action-
based decision making entails nonlinear, recursivgeractive [...] interpretive
processes intertwined with taking action. It is gnamic process in which
interpretations tend to change as result of thegss (Ogilvie, 1998: 51 Creative
action and processes of interpretation and sen&@gdand, thereby, learning) are
inextricably bound together and constitute eactertfherefore, creativity is not the
potential to simply find solutions for existing jptems, but it is rather a way of making
sense of the world and, as such, it is the pretiomdior a disclosure of possibly new
sequences of actions (Joas, 1997).

Individual sense-making is embedded in the uniqugamizational culture but also
recursively influences the organizational cultureufis, 1994 One starting point for
the change of existing patterns of interpretatind sense-making is the (interpretative)
concept of ambiguity, whereas ‘[a]jmbiguity refeesa lack of understanding and the
existence of multiple conflicting interpretatiorisdiffers from uncertainty in that it can
not be resolved by collecting additional informatigFord & Ogilvie, 1996: 55; see
also March & Olsen, 1976: 12). In contrast to utaiaty, ambiguity as the lack of
‘socially constructed interpretations of subjectiméormation’ (Ford & Ogilvie, 1996:
54) cannot be resolved by additional informatiount kather by action as processes of
trial-and-error (Gheradi, 2000).

In terms of interpretation and sense-making, elémehthe unstructured world can not
be transformed into existing types or schemas byte of existing social practices (e.qg.

18 Since our starting point for the dissociation fraeristing social practice is a
breakdown or crisis, or more generally the conadpambiguity, the maintenance of
existing routines has to be thought as being fodnge the inability to find a
(subjective) better substituting routine.
1n this paper we do not distinguished betweenoadbased (or activity theory) and
practice-based view on organization since acti@omy could be regarded as one of the
main strands of influence on practice-based thmKi@heradi, 2000). The three other
strands are, according to Gheradi (2000), actosardt theory (ANT), situated learning
theory (SLT) and cultural perspective to organadi learning (CP).
?0The important contribution [of phenomenology] poactice-based theorizing is its
methodological insight that practice is a systenadivities in which knowing is not
separate from doing. Further, learning is a soara participate activity rather than
merely a cognitive activity’ (Gheradi, 2000: 215).
2L Quite similar on the organizational level: ‘Theifth assumption is that organizations
differ systematically in the mode or process byahkihihey interpret the environment.
Organizations develop specific ways to know theiremment. Interpretation processes
are not random’ (Daft & Weick, 1984: 285-286). @rdur words, organizations have
different (cognitive) organizational routines orcsd practices of how to interpret the
world.
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cognitive scripts). ‘Schemas refer to the cognitstauctures in which an individual's
knowledge is retained and organized. In additionb&ng knowledge repositories,
schemas also direct information acquisition an@@ssing’ (Harris, 1994: 308jSince
schema-guided sense-making can occur relativelgnsaiously or consciously (Harris,
1994, with reference to other sources), it is ingoarto note that in order to speak of
capabilities, the central question is under whidhcuenstances the process of
unconscious sense-making is interrugte@r in other words, although some of these
derivations may be handled by unconscious reflexiftom a certain point in time or
in a certain situation this may not be sufficieot possible anymore. We refer to this
state as breakdown (Gheradi, 2000) or crisis (J@3y7).

The interruption of routinized and, thus, mainlycanscious or pre-reflexive processes
of sense-making can be triggered by external ateanal factors leading to ambiguity.
In that sense, factors stimulate the level of amibygthat may provide a powerful
source or trigger of conscious reflexivity sinceo]yer time and through social
information processing, organizational members comndevelop similar schemas. As
individuals' schemas become more similar, the saaiarmation they provide others
becomes more focused, clear, consistent, and Bavsuds a result, the group's shared
schema knowledge becomes somewhat self-perpetuétagis, 1994: 314). External
factors that lead to ambiguity may be perceivedrases, a breakdown or a (radical)
shift in the environmerft For example, new entrants in existing markets feag to
different competitive markets and, thus, force egaanization (or certain members of an
organization) to re-evaluate their goals and pésstrategies of competition. This may
include a re-consideration of existing sourcesédrimation, but also a re-evaluation of
the importance of the selected information anchtie¢hods applied for interpretation.

Internal factors are, for example, that differenembers of an organization hold
different points of view or interests. This everc@mts for organizations with a high
level of cultural integration or in highly-orderemntexts (Golden, 1992). From this
cultural point of view, Golden (1992) shows thateevin a highly-structured
organizational culture a certain degree of ambygw@tways exists. This type of
ambiguity may be a powerful impact factor or stiosufor conscious reflexivity and is,
for example, positively stimulated by newcomersivéh their inexperience in the

2 Harris (1994, with reference to Taylor & Crock&991) identifies seven functions of
schemas: Schemata provide a structure against vexiglérience is mapped (1), direct
information encoding and retrieval from memory (2jfect information processing
efficiency and speed (3), guide filling gaps in théormation available (4), provide
templates for problem solving (5), facilitate theaklation of experience (6) and
facilitate anticipations of the future, goal sattiplanning, and goal execution (7).
% In our conception, the existence of a capabibtpased on the existence of conscious
reflexivity. Since we assume that social life iggkly embedded in social practices and,
thus, guided by implicit and often unconscious sulBeckwitz, 2007), we are looking
for the factors that lead to conscious reflexiwityorder to understand capabilities as the
dissociation from social practices in order to loelately change (or maintain) social
practices.
“4 Important to note, external factors such as peecktrisis have to lead to different
perceptions and, thus, ambiguity. Based on thengsison that a high level of similarity
between the individual's schemas exists, it seenetlogically contradictory that crisis
are perceived differently and, thus, lead to (jmesonal) ambiguity.
% Daft & Weick (1984) refer to these or, at leashifar activities as scanning the
environment.
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organizational setting, organizational newcomess @articularly likely to engage in
conscious, reflective sensemaking’ (Harris, 1996)31t is important to note, as social
institution theory high-lights, that due to similaocialization of professionals in
universities and other institutions, the impacpuadfessionals as a source of conscious,
reflective sense-making may be limited (Meyer & Row1977; DiMaggio & Powell,
1983; Simon, 1991). However, despite this importponint, we hypothesize that
newcomers as alumni and professionals from othgarozations, or more precisely
from different social systems with different soguahctices (e.g. other industries), may
provide a powerful stimulus for a change in estdd processes of sense-making
guided by social practices and, thereby, accortbnthe dual figure of recursiveness,
change existing social practices.

Additionally, as Fazio (1990) states, the variety former experience of certain
individuals has an impact whether external changethe situation or context are
registered consciously or rStTo put it simply, the more universalistic the kiedge
or experience of certain individuals is, the lowgethe likelihood that the differences in
situations or the stimulus domain are reflected nugonsciously. That is because
differences or changes in the environment (thabusside of the individual) are
transformed into pre-existing categories by uncimscinformation processirfd.To
turn it the other way, these findings point to itm@ortance of unlearning (see below) in
order not to fall (unconsciously) back into old tpats of actions and, thus, to be
capable of developing and introducing efficientwner modified routine$® To be
considered as being capable, the ability to comstyomanipulate existing schemas of
sense-making plays an important role. In additmthe influence of former experience,
time pressure may play an important role whethesehschemas of sense-making are
consciously reflected upon or not (see also Be@@94).

4.2.2. Coordination and negotiation

The involvement of multiple actors (and differeesources) in sequences of socially
embedded action demands the coordination of differesources (e.g. skills and
knowledge of individuals, technologies, money) asften opposing interests. This
notion underlies the consideration of organizaisrsystems of ongoing negotiations in
which alternatives (also sense-making) are negutiadirectly and indirectly in
processes of bargaining among various parties wedoln interaction (Harris, 1994).
These negotiations are surpassed to a certain elegye organizational routines
representing an ‘organizational truce’ (Nelson &nieér, 1982) that allows for the

%6 Quite similar: ‘In conscious processing, some cimsc schema manipulation,
reflection and reconciliation is required. The dmgiof conscious processing that is
required is largely determined by the extant ofezigmce with the stimulus domain:
more experience is likely to facilitate more unaoass, tacit processing’ (Harris, 1994:
315).
27 Of course, those changes or differences are notejped consciously by the
individuals as changes or differences.
8 This reasoning is based on the assumption thaefsertoire of routines could not be
enlarged endlessly without substantial losses @tieficy. See also the problems
connected to the trade-off between exploration axgloitation (March, 1991;
Levinthal & March, 1993). In order to allow for dmpation (development of new
routines), we assume that activity of exploitatipmat is in our perspective ongoing
routine-based activity) has to be reduced.
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efficient problem-solving within established seqees of action or practices. Although
one may admit that even ‘[tlhe existence of a reutioes not necessarily indicate that a
truce has been achieve’ (Pentland & Feldman, 2@0%8), we have proposed that
capabilities, in contrast to organizational rousinean be characterized by a higher level
of different and often conflicting interests thasutine-based change (that is change
which is based on unconscious reflexivity) andsthnovolve, in contrast to routines, a
higher-level of negotiations.

Similar to the process of sense-making, the prooksggotiation can also be regarded
as schema-based and ‘[w]ithin the organizationakexd, individuals encounter social
entities (e.g., themselves, others, and organizaltigroupings), events and situations,
and nonsocial objects and concepts that must beeiped and responded to’ (Harris,
1994: 312). Taking the individual as a theoretis#ghrting point, change in the
coordination of different resources (or routinegynie first described as a process of
mental dialog which allows for the development otial order concerning multiple
actors (Harris, 1994, see also Mead, 1934he mental dialog perspective highlights
that social coordination that is based on the tgbitf individuals to ‘take the
perspectives of others to guide intrapsychic delegarding the construction of reality
and behavioral decisions’ (Harris, 1994: 316). Ehgr in processes of action
individuals consider different aspects within tmeental dialog perspective (Harris,
1994): Their own preferences (1), the preferencésheir workgroup (2), their
supervisor (3), the management (4) and the orgtoid entity (5)°° To put it simply,
conscious reflection upon these (mental) processeegotiation may be determined by
the level of agreement or disagreement since tlicomes serve to elaborate the
schema for the stimulus under consideration’ (l4art994: 316) and especially ‘for
familiar or routine stimuli, the results of previguiconscious dialogues (conducted when
the stimulus was not familiar or routine) which baween incorporated into the schema
for the stimulus inform sensemaking in a relativiggit, unconscious, and ‘effortless’
manner’ (Harris, 1994: 317). Assuming that ‘thetidigtive feature of organization level
information activity is sharing’ (Daft & Weick, 198 285), communication plays an
important role in resolving disagreement based ental dialogs.

Different factors or dimensions may influence taeel of reflexivity (or disagreement)
within these processes of mental or communicategohation. A first listing of such
influential factors which, in turn, leads to disagment or negotiation and, thus, allows
conscious reflexivity, is provided by Strauf3 (19@9¢ted from Joas, 1999: 55): number
(and interests) of participants (1), experienceaticipants (2), characteristic of issue
or items being negotiated (3), number of negotii¢4), imbalance in power of the
participants (5), relevance of the negotiations €é}ernal visibility of the negotiations
processes (7), number and complexity of the objeictegotiations (8) and alternative
options of the participants (9). All these factormy influence the processes of
negotiation in different directions. For exampleséems plausible to assume that in
negotiations about complex and important issuet) wihuge number of heterogenic

9 Harris (1994) refers to organizational culture ammt to social practices, but as
already mentioned, practice-based theorizing seam$e influenced by cultural
perspectives to organizational learning (Ghera@(? and as such they seem to be
more or less commensurable.
30 Additionally, the preferences or expectations taf external environment may also
play an important role in shaping action, espegialh order to legitimate
(organizational) action (see, for example, MeyeR&wvan, 1977; DiMaggio & Powell,
1983).
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participants involved and a low level of imbalanoepower, processes of conscious
negotiation and, thus, reflection are more likety drise in settings with a few
experienced participants in these processes. Addily, a high-level of common
knowledge (that is the similar experience of theners of an organization or a group
within an organization), the redundancy of knowkedmd a high-level of transactive
knowledge (that is knowledge about knowledge hgldthers) may allow the effective
coordination of multiple actors and, thus, incretee (largely unconscious) ‘corporate
elasticity’ (van Fenema, 2005). However, on theeptimand, these factors also reduce
the likeliness of deliberate negotiation and otd@@ation from existing social practices.

4.2.3. Transformation and stabilization

Within the phase of transformation and stabilizaticoordinated action has to be
transformed into reliable patterns of action (oerevbehavior) since organizational
routines can be characterized by a high-level bab#ity and stability and ‘brilliant
improvisation is not a routine, and there is nohstiing as a general purpose routine’
(Winter 2003: 991)** While improvisation (e.g. Miner et al., 2001) acdeative
resource bricolage (e.g. Nelson & Baker 2005) mlay pn important role within the
two foregoing phases, at this point of our cirdlésiabout the transformation of one
(successful) single activity (e.g. a modificatidraa existing practice or a new practice)
into a reliable pattern of interaction. We referth@s activity as the institutionalization
of new social practices. In our view this processalso a function of capabilities, since
the development of routines necessarily impliesttiesformation of something unique
into something reliable in order to allow for thevérage of resources and that is
efficiency

Basically, the adequacy or inadequacy of a cedaguence of novel social action can
be thought of as a function of the aspiration leiinter, 2000). In contrast to neo
classical economies, the assessment of new or iedddutines, or more precisely the
outcomes produced by those routines (e.g. new ptedoew processes) depend on the
level of subjective aspiration rather than on amydkof cost-intensive optimization

31 Since we conceptually distinguish between routares capabilities by making use of
a clear criteria to differentiate between those twamcepts, we do not follow the
traditional argumentation that capabilities aretiretbased and, thus, we move away
from the classical view on routines and capabditehich could be summarized as
follows: ‘The concept of a capability as a set ofitnes implies that in order for the
performance of an activity to constitute a capahilihe capability must have reached
some threshold level of practiced or routine astiviAt a minimum, in order for
something to qualify as a capability, it must warla reliable manner. Taking a first cut
at an activity does not constitute a capabilityelidt & Peteraf, 2003: 999). In doing so,
capabilities (not routines) can be based on imgadion and ad-hoc problem solving
mechanism (Winter, 2003), but these processes pfowisation and ad-hoc problem
solving mechanism are, further on, rooted in so@edctices and could only be
understood as dissociation of these practices.
32 As already mentioned, efficiency can be considasedne important characteristic of
organizational routines. At this phase of our framek, we see the transition from
exploration to exploitation (March, 1991) while thadter is efficiency or allows for
value appropriation (Moran & Goshal, 1999).
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(Winter, 2000)*® Thereby, the assessment of alternatives and aat®imterlinked: ‘A
search for alternatives may be conceived as inmglreation, rather than mere
discovery and assessment of alternatives thatnaseme sense pre-existing’ (Winter,
2000: 984; see also Joas, 1997). Important to isdteat the ‘discussions of search in
the limited rationality tradition emphasize thersfigance of the adaptive character of
aspirations themselves’ (March, 1991: 72, citednf¥inter, 2000: 984). In this sense,
the aspiration level is also the object of an ongonegotiation (referring to the
foregoing phase), of power relations and of pobBés (resources but also other
routines) at hand (Nelson & Baker, 200%)nternal and external feedback and the
(negotiated) perception of this feedback generbtethe outcomes of new or modified
routines may be the most powerful factors leadingthe selection and further
reinforcement of certain routines.

4.2.4. Elimination and unlearning

The last phase of our framework — elimination ankkarning — is central for preventing
an organization from facing a crisis in dynamic iemyments that require continuous
adaption (Nystrom & Starbuck, 1984). As establisieodalities of structuration in
form of social rules and norms become shared Isebéforganizational members and
reliable patterns of action are manifested in oig#ional routines self-reinforcing
processes are fostered in the organization. SHaebefs can become ideologies that
serve as a source of stability or even structurattia (Hannan & Freeman, 1984), so
that signs and triggers of change in the orgamimatienvironment remain unnoticed by
the organizational actors (Meyer & Starbuck, 1993pwever, if organizations can
exhibit organizational capabilities understoodhasability to conscious-reflexive action,
they are able to unlearn if necessary and, thesalle to prevent a crisis that threatens
their existence. In general, organizational unlegnis a presupposition for
organizational learning and change that can be eminoelized as the elimination of
organizational memory in form of collective beliefsutines and artifacts (Akgun et al.,
2007). Whereas, organizational learning reflecsimg new knowledge on the basis of
existing knowledge structures and routines, uniegrimefers to the ‘discarding of
obsolete and misleading knowledge’ (Hedberg, 1331So0, ‘the aim of unlearning is
not performance improvemepier se rather it is a catalyst for the change process’
(Akgun et al., 2007: 801).

Beyond this general definition of organizationaleamning, Tsang & Zahra (2008) give
an overview of corresponding aspects of existindind®ns of organizational
unlearning in the literature: There is a consertba$ unlearning can be seen as ‘a
process of getting rid of certain things from agamization’ (Tsang & Zahra, 2008:
1437). For example, getting rid of the existingfacts in an organization that shape
organizational processes in form of official rulesganizational tools and programming
as well as current product features and lines semitethe ‘results of prior learning as
noted by Moorman and Miner (1997, p. 93) and avsall related to the organizational
knowing rather than learning (Orlikowski, 2002)'Kgin et al. 2007: 799). Referring to

% That comes close to the response of the envirohaseformulated by March & Olsen
(1976), although we do not considered the envirarings something outside the
organization but rather as structure outside oféhevant individuals.
% 1n that sense, rationality and intentionality ac¢ considered as (fully) pre-given but
as constituted by action within situations andsash, object of ongoing negotiations
and modification (Joas, 1997).
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the dominant definitions of organizational unleagifirms have to eliminate and
replace ‘obsolete, misleading, redundant or unsasfak (Tsang & Zahra, 2008: 1437)
knowledge structures, routines and artifacts torawg their performance. Against this
theoretical background, Tsang & Zahra (2008) dragvfbllowing distinction between

learning and unlearning: By referring to Levitt addrch (1993), Tsang & Zahra (2008,
p. 1437) ‘view organizational learning as the pesce®f ‘encoding inferences from
history into routines that guide behavior (Lev&tMarch, 1988: 320)’. In contrast,

‘organizational unlearning refers to the discardifigold routines to make way for new
ones’ (Tsang & Zahra, 2008: 1437). Unlearningxplieitly defined as an intentional

process, whereas, organizational learning can oaoimtentionally. For successful

elimination of an established organizational roeitints ostensive as well as its
performative aspects have to be eliminated. Irfitestep, the structural dimension of
an obsolete routine has to be replaced and theegponding adjustment of work
practices by the affected organizational membeilsid( 1443) is necessary. So
organizational unlearning requires individual unt&#ag and the abandoning of the
enactment of the discarded routine through org#éioizal members. Especially in older
organizations with long-term attachments and emgd@sywho have worked in the
organization for a long time, it is difficult to excome the legitimized but obsolete
patterns of action (Tsang & Zahra, 2008). So thgawoizational capability to

deliberately eliminate old organizational routine®f great importance for the survival
of a firm.

In a process of organizational change, unlearningthe elimination of collective

cognition or knowledge structures and organizatiommaitines can be seen as an
inevitable stage. From this theoretical startingnpoAkgiin et al. (2007) differentiate

between four types of organizational unlearningdfgrring to the labels of Gynawali
and Stewart (2003): (1) reinventive unlearning, f(#)native unlearning, (3) adjustive
unlearning, and, (4) operative unlearning. Theser ftypes of unlearning reflect

potential differences of the actual degree of ckamagd the unpredictability of

environmental conditions as noted by Glazer & W¢gik393), so ‘in practice, the

magnitude of the changes in beliefs and routinegvaay’ (Akgln et al., 2007: 801).

(1) The first type of organizational unlearning — th@nvention— is very
difficult and risky, because it requires radicatidandamental changes. Due
to high-level changes in the organizations’ envinent and a great
unpredictability, both, the existing shared belieforganizational members
and the established organizational routines haveteliminated. This leads
to a general strategic reorientation and to anaggtion of new business
domains.

(2) With formativeunlearning the emphasis of unlearning lies orethmination
of existing knowledge structures and shared schettesenable a
reinterpretation of incoming information that reflea high level of
environmental change. While changes of organizatioroutines are
incremental, the organization is going to tenddfmmmulate their strategies
and to exchange their staff and, herewith, thell skse.

(3) Fundamental changes through the radical eliminatiénorganizational
routines, but only incremental changes in orgaiinat knowledge
structures characterize the third type of unleaymiescribed by Akgln et al.
(2007): the adjustive unlearning. Adjustive unlearning occurs when
evolutionary change takes place, and innovatioasdaveloped so that the
organization can introduce new business units inneotion with new
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product lines. Environmental circumstances are venpredictable but
uncertainty is very low.

(4) In times of relatively stable environments the lagie of organizational
unlearning is adequate, theperative unlearning where elimination of
organizational knowledge structures and routines aly incremental but
take place continuously. The organizational chathge is fostered through
this kind of unlearning is ongoing and gradual, tteminant strategy is
maintained, because uncertainty is low and the renmient is less
unpredictable (Akgin et al., 2007).

To conclude, the ability of an organization to pem reinventive, formative, adjustive,
and operative unlearning (Akgun et al., 2007) s ifmportant condition for successful
adaptation to environmental changes, promotingrorgdéional learning and enhancing
a firm’s performance’ (Tsang & Zahra, 2008) andptigh this, secure the survival of
an organization.

5. DISCUSSION & CONCLUSION

As mentioned, routines and capabilities are ofteedunterchangeably or synonymous
in literature and the relation between these twacepts and their connection to
knowledge and learning remains largely unexplor&dditionally, the concept of
routines is widely treated as being static in rat@y referring to practice- or action-
based reasoning as part of the ‘practice turn’ #8atti, 2001) in sociology, a new and in
many respects different perspective recently amgean literature on organizational
routines, highlighting the internal or action-reldtmechanisms of routines that account
for their change. In that view, organizational ina$ or social practices have a dual
nature: Routines are the recurrent social or coatdd behavior of individuals and, at
the same time, they are the result of these aesvitBy showing, that routines
necessarily imply some sort of ‘effortful accomphsent’ (Pentland & Rueter, 1994) of
working tasks, this perspective brings dynamic elets towards the conceptions of
routines and that is agency. The concept of moedsléds the heart of the intermediation
between structure — as the abstract and time- packdess rules and resources — and
action — as the application of these rules anduress in specific situations — shows
that an active and creative actor is to be presumedrder to understand the
development of routines sufficiently. This is briyadased on the general and, that is,
interpretative character of rules and resources iana strict sense, the impossibility of
strict repeatability of situations (Ortmann, 200B)portant to note is that based on the
concept of modalities, creative action doesn’t seadly imply fully conscious action
or reflection.

From this theoretical starting point and in dewatfrom most definitions of capabilities
in the literature, the term capabilities in thigppais reserved for and conceptualized as
the conscious reflexivity of an organization or gpowithin an organization (collective
actor). In this sense, reflexivity refers to thenstious evaluation of goals, situations
and consequences of established routines in avdetroduce new or to change or even
maintain existing routines. Since the underlyinggtice-based perspective views all
social life as rooted in pre-reflexive social prees, connected with practical or tacit
knowledge respectively knowing, capabilities catydre understood as the conscious
dissociation from existing social practices. Theetyof knowledge connected to
capabilities, in contrast to routines, is, therefatiscursive or reflexive knowledge.
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By developing a framework which describes the @elbe development of routines
without referring to higher-order construct, we aim provide some clarity of the
identified research gap. In this paper, we haveothgsized that the deliberate
development of new routines or the change of exgstoutines are shaped by the use of
capabilities. The process of routine development aaalytically be described as
consisting of four phases: interpretation and semasking (1), coordination and
negotiation (2), transformation and stabilizati@h &nd elimination and unlearning (4).
In each of these phases, capabilities fulfill dedént function or to put it different, are
constituted by different processes and elementstwdili of them have influence on the
level of conscious reflexivity as central charastér of capabilities.

However, many important questions have not beenaddtressed in this paper. For
example, a closer examination of the charactemdfralationship among the different
types of knowledge and knowing connected eitheotdines or capabilities may help
to deepen our understanding of the developmentudfrres by capabilities as proposed
here. Closely connected to this issue, we havanwesstigated the role of learning in
any detail. Since in the practice-based perspecteaning arises from participating
and experience rather than from any kind of memietivities (Gheradi, 2000),
individual and organizational learning could becgld along the first three phases of our
framework. Additionally, the factors influencingresxious reflexivity as presented here
are still in some respect preliminary and unstmeduand should be regarded as a first
approximation. For this reason, some further thiezalework is necessary in order to
develop a framework to be tested empirically. Diespinese issues, and others that
probably could easily be noted, we consider tha tiresented conception of
organizational routines and capabilities may refeeanore realistic approach toward
organizational behavior and individual behaviornganizations which helps to better
understand ‘organizations as they happen’ (Schatgki7).
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