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The life cycle of the Internet capabilities 

Abstract 

Putting an Internet strategy into practice highlights the problem surrounding the transformational capacity of an organi-
zation that did not originate as a “dot com” company and of its ability to integrate this technology into the heart of its 
activities. In order to do this, the organization must put into operation or create a package of specific organizational 
capabilities, called the Internet organizational capabilities. Few researches have been specifically concerned with the 
issue of the development and creation of these capabilities. The Helfat and Peteraf’s (2003) model appears, initially, to 
be ideal for analyzing the evolution of one form of organizational capability. However, to date no practical study has 
used this model to establish the characteristics of the evolution of the organizational capability, making it impossible to 
truly ascertain its actual potential. How does a company create and develop its Internet organizational capabilities in 
order to make use of its Internet strategy and what is their life cycle? In an attempt to answer these questions, the first 
part of the article puts forward the conceptual framework used for the study. After this, it puts forward the choices of 
methodology as well as the context of the study. In particular, the paper describes the evolution of the Internet organi-
zational capabilities of a Canadian organization in the tourist industry that implemented an Internet strategy between 
1998 and 2005. Finally, the study enables us to understand the process of creation and transformation of the organiza-
tional capabilities and their role within the strategy. 

Keywords: organizational capability life cycle, Internet strategy, Internet capabilities. 
JEL Classification: M15. 
 

Introduction  

Internet technology encompasses a set of hardware 
and software technical elements constituting the In-
ternet, intranet and extranet networks and computer 
applications that these networks use to send the ne-
cessary information to business activities. This tech-
nology has played a leading role (Buhalis, 2003; 
Werthner and Klein, 1999) by enabling the adoption 
of new transactional standards that open the door, 
predominantly to technological, commercial, organi-
zational and institutional innovations. 

Internet technology supports the communication and 
transaction activities of the organizations. It may be 
used in different business situations, expressed often 
as e-commerce, e-business or e-operations, and tar-
geting different end-results such as the improvement 
of customer relationships, the increase in revenue, 
cost reduction or reduction of cycle time. The use and 
progressive integration of these Internet technologies 
by organizations within the framework of an Internet 
strategy (Porter, 2001) leads to them being placed in 
the category of “net-enabled organizations”. Howev-
er, putting such a strategy into practice highlights the 
problem surrounding the transformational capability 
of the organization that did not originate as a “dot 
com” company and of its ability to integrate this 
technology into the heart of its activities and reap the 
most benefit from it (Montealegre, 2002; Rindova 
and Kotha, 2001; Pandya and Dholakia, 2005). If one 
adopts the hypotheses of the resource-based approach 
(Amit and Schoemaker, 1993; Barney, 1991; Grant, 
1991; Peteraf, 1993; Prahalad and Hamel, 1990; 
Wernerfelt, 1984), in order to derive “productive 
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services” (Penrose, 1959) from Internet technology 
and to implement its strategy, an organization must 
put into operation a package of specific organization-
al capabilities, called Internet organizational capabili-
ties. If they do not exist already, they must be created 
and developed. It is, therefore, to be assumed that if 
these organizational capabilities are missing or not 
sufficiently developed to answer the strategic chal-
lenges, the organization will run into problems when 
developing an Internet strategy, possibly leading to 
the failure of the project. 

A number of authors (Montealegre, 2002; Rindova and 
Kotha, 2001) have developed various Internet organi-
zational capability models from practical hands-on 
studies. However, none of this research has been spe-
cifically concerned with the issue of the development 
and creation of these models, in other words, their 
evolution. This question is nonetheless discussed theo-
retically by Helfat and Peteraf (2003) who propose a 
representation of the evolution of the organizational 
capabilities by showing features of their life cycle. 
According to their model, organizational capability, 
as it is being implemented, progresses by passing 
from a creation phase through a development phase 
and on to maturity. This model also describes possi-
ble alternative routes that organizational capability 
may take when a company is faced with a set of ex-
ternal and internal events that lead it to transforming 
its initial strategy. If the Helfat and Peteraf’s (2003) 
model appears initially to be ideal for analyzing the 
evolution of one form of the organizational capability, 
to date no practical study has used this model to es-
tablish the characteristics of the evolution of the or-
ganizational capability, making it impossible to truly 
ascertain its actual potential. 
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There is a double objective to this article. Firstly, by 
carrying out this case study in depth of a Canadian 
company in the tourist industry that implemented an 
Internet strategy between 1998 and 2005, it is possi-
ble to identify and shed light on the issues concern-
ing the evolution of the Internet organizational ca-
pabilities. We have chosen the tourist industry be-
cause it contains many “net-enabled organizations” 
(Michouloulou and Buhalis, 2008; Buhalis, 2003) 
and is an industry that has been experiencing major 
structural changes over the last ten years or so with 
the arrival of Internet technology (Budard, 2001; 
Buhalis, 2003; Buhalis and Laws, 2001; Inkpen, 
1998; O’Connor, 1999; Poon, 1993; Sheldon, 1997; 
Werthner and Klein, 1999). Secondly, by putting 
into operation and adapting the Helfat and Peteraf’s 
(2003) life cycle model in order to represent the 
evolution of the Internet organizational capabilities 
of this company, the question arises as to the contri-
bution this model makes to improve understanding 
in the area of strategic management. The general 
research question is the following: How does a 
company create and develop its Internet organiza-
tional capabilities in order to make use of its Inter-
net strategy and what is their life cycle? 

In an attempt to answer these questions, the first part 
of the article puts forward the conceptual framework 
used for the study. With reference mainly to the ideas 
expressed in Resource Based View, we are offering, 
on the one hand, a typology of Internet organizational 
capabilities and, on the other hand, a model of the life 
cycle of these capabilities. After this, we shall put 
forward the choices of methodology as well as the 
context of the study. In particular, we shall describe 
the evolution of the Internet organizational capabili-
ties of a Canadian organization in the tourist industry. 
Finally, we shall present and discuss the results of 
this research. By studying the implementation and 
transformation of the Internet strategy, the study 
enables us, in particular, to understand the process of 
creation and transformation of the organizational 
capabilities by showing features of their life cycle 
and their role within the strategy. 

1. Typology and life cycle of the Internet  

organizational capabilities 

In order to establish the bases of our study, we pro-
pose first of all to define the term of the organization-
al capabilities and to set up a typology. Next, we shall 
present the life cycle model of the capabilities (Helfat 
and Peteraf, 2003) to which we shall refer. 

1.1. Internet organizational capabilities. Based on 
the definition provided by Amit and Shoemaker 
(1993), we have defined the concept of the Internet 
organizational capability as a skill for activating, 

combining and coordinating physical, financial, 
technological, organizational and reputational re-
sources (Grant, 1991; Teece et al., 1997) within the 
framework of a process of action linked with the 
implementation of an Internet strategy in order to 
produce a result which is both accepted and assessa-
ble. Thus, organizational capability is a skill, or 
more specifically, a package of expertise (know-
ledge and know-how) which includes elements that 
are as much organizational as individual and which 
enable “productive services” to be derived from the 
resources (Penrose, 1980). This expertise is neces-
sary for carrying out discrete activities on the level 
of individual competence and activities involving a 
degree of coordination where an individual is not 
able to carry out alone the activities of an action 
process (Grant, 1996). Organizational capability is, 
thus, the origin and the outcome of the action and 
following it through is only possible through a 
process of action (Lorino, 2001). 

Based on this definition and adopting a functional 
vision of the organization, we can offer a typology 
for Internet organizational capability. This typology 
may be viewed from a procedural perspective of the 
strategy (Lorino, 1995; 2001; Lorino and Tarondeau, 
2006) in which the strategic processes enable fina-
lized intentions to be translated into action by com-
bining resources and skills. They, therefore, corres-
pond to fields of activation (analysis, formulation, 
implementation, etc.) of the strategy. A similar 
breakdown is also adopted by Teece (2007) to pro-
vide more explicit meaning of the concept of dynam-
ic capabilities. Our typology of Internet organization-
al capacity is derived from this viewpoint. This is 
structured in four “sub-capabilities” operating on 
strategic, tactical and operational levels. 

Hence, the Internet strategic capabilities relate to an 
ability for mobilizing, coordinating and combining 
resources within the framework of the Internet stra-
tegic formation process (strategic capability) or of the 
transformation of this process (strategic learning 
capability). Next, the Internet tactical capability 
translates an ability to mobilize, coordinate and com-
bine resources within the framework of the Internet 
strategy installation process. Finally, the Internet 
operational capability is an ability to mobilize, coor-
dinate and combine resources within the framework 
of the Internet strategy operational process. 

These different capabilities have two main characte-
ristics. Firstly, the Internet strategic and tactical 
capabilities must be considered as dynamic capabili-
ties. If we propose that these reflect the ability of a 
company to maintain its adaptation to its environ-
ment proactively and reactively (Eisenhardt and 
Martin, 2000; Teece et al., 1997), the Internet stra-
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tegic and tactical capabilities then assume dynamic 
properties. Effectively, on the one hand, they enable 
the organization to manage the evolution of its In-
ternet operational capability to narrow the gap be-
tween the desired performance and the actual per-
formance within the limits of one Internet strategy 
and, on the other hand, to manage the evolution of its 
Internet operational capability within the boundaries 
of a new Internet strategy when it discovers new 
openings or threats in its environment. Secondly, the 
package of the Internet organizational capabilities 
represents at a given moment, on the one hand, the 
total of all that has been learnt within the Internet 
strategy domain and, on the other hand, all the re-
sources, experience and understanding that have been 
accumulated. Indeed, the Internet organizational ca-
pabilities may not be acquired directly by dealing 
with factors: they must be created and developed by 
the organization by carrying out a set of specific ac-
tions, that is, a process package that enables the for-
mation, installation, operation, assessment and trans-
formation of the Internet strategy. The organizational 
capabilities are, therefore, not fixed in the company; 
they evolve over time as the Internet strategy is im-
plemented. This evolution is particularly expressed 
by a change in the end result of the implementation of 
the Internet organizational capability. In other words, 
the consequence of its implementation will be the 
production of an output that will differ according to 
certain criteria in relation to the output previously 
produced by the capability. For example, there could 
be an improvement in productivity, in effectiveness, 
in performance, in efficiency, or even in the quality 
of the output. It seems, therefore, apparent that there 
is good reason to analyze the life cycle of the organi-
zational capabilities in order to gain better under-
standing of the routes that any changes may follow as 
well as of the factors at their origin. 

1.2. The life cycle of the Internet organizational 

capabilities. The analysis of the life cycle of the 
organizational capabilities is critical for two rea-
sons. First of all, it helps to gain better understand-
ing of how organizations maintain their competitive 
vitality. Indeed, since changes in the competitive 
environment erode business advantage (Rumelt, 
1984), firms must develop new areas of advantage, 
thus creating new resources or innovative combina-
tions of available resources (Dierickx and Cool, 
1989; McGrath, MacMillan and Venkataraman, 
1995). The second reason relates to the source of the 
idiosyncrasy in the businesses’ assets (Penrose, 
1959; Wernerfelt, 1984; Hamel and Prahalad, 1990; 
Amit and Shoemaker, 1993; Peteraf, 1993). The 
individual methods used by businesses to create and 
develop their assets may explain the variety of as-
sets held by the firms. Indeed, the companies work 

within constraints and make appropriate choices that 
will determine the path of the development of the 
capabilities, thus highlighting their differences. 

It is for these reasons that some authors have sought 
to model the capacity life cycle (McGrath, MacMil-
lan and Venkataraman, 1995; Helfat and Peteraf, 
2003). According to McGrath, MacMillan and Ven-
kataraman (1995), the emergence of a competence 
that could lead to the creation of new competitive 
advantage stems from two interdependent processes: 
the understanding and the skill of the team (Group 
deftness). Indeed, advanced understanding of the 
mechanisms of putting resources together coupled 
with the quality of interactions (heedful interactions) 
between the members of a team, leads to developing 
the competence of a company in that the level of 
expected objectives is reached or surpassed. 

However, this approach focuses more on the emer-
gence of a competence (prior events) than on its de-
velopment over time. From this viewpoint, we feel that 
the conceptual model of Helfat and Peteraf (2003) 
complements this analysis of the capacity life cycle. 
According to these authors, the dynamic approach of 
the capabilities (their life cycle) aims to identify the 
phases punctuating the life cycle of the capabilities as 
well as the choices that affect their evolution. In this 
way, it shows that all capabilities, whatever their na-
ture, evolve even in the absence of dynamic capabili-
ties (Teece et al., 1997). In view of the more compre-
hensive nature of this model and of its suitability as far 
as our research topic is concerned, we shall use it as a 
component of our conceptual framework. 

Thus, according to the model developed by Helfat and 
Peteraf (2003), the Internet organizational capability 
(strategic, tactical or operational) follows a three-phase 
evolutionary path: creation, development and maturity. 

Each phase is defined by the extent to which the 
organization has mastered the capability. Mastered 
meaning the reliability of the capability in question to 
produce similar results in the various application con-
texts; mastery, therefore, concerns the potential for 
replication of the organizational capability. In the crea-
tion phase, any expertise associated with the capability 
remains limited. The company sets off a capability 
learning process with a view to increase the expertise 
required by the capability. This expertise increases as 
the organizational capability is implemented and tra-
vels through the development and maturity phases. 
Hence, over time, the company improves its expertise 
regarding the capability. In the last stage, there is no 
further development of the capability understanding. 
Each of the phases involves specific learning processes 
as well as the accumulation of understanding whilst 
the organization is making use of its resources and 
implementing the capability. 
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In operational terms, during the creation phase, a 
work team is formed around the objective to be 
reached. The members of this team, who all have 
their own specific area of skill (experience, know-
ledge, contact network, etc.), provide the base for 
the capability. At this stage, the team must design a 
project together and be prepared to solve new prob-
lems. Some team members play a decisive role in 
that they are able to bring resources to the project, 
that are particularly useful (such as financial part-
ners). During this phase, it is common for perfor-
mance expectations not to be reached, necessitating 
recursive analysis phases of the problematic situa-
tions and research on satisfactory outcomes. This 
leads to a first learning acquisition level. During the 
development phase, the progression and develop-
ment of the organizational capability is made by 
researching alternative solutions to problems en-
countered, learning through trial and error, acquiring 
new resources and accumulating the experience 
gained by its implementation (learning by doing). 
This progression towards mastering the capability 
sometimes takes the form of a coding system. Dur-
ing the development phase, the gap between the 
expected performance and the actual performance is 
reduced, but it still present. By extension, this indi-
cates that the organizational capability still holds 
room for improvement. This gap may be explained 
by the fact that the team members have not yet 
completed their learning process as they have not 
been exposed to all the situations and circumstances 
that could arise. When there is no longer any varia-
tion in the result of the implementation of an orga-
nizational capability, it may be concluded that it has 
reached its phase of maturity. This means that the 
capability becomes embedded in the organization, 
becoming an element of its memory and forming a 
routine that is institutionalized by the practices of 
individuals. However, reaching the stage of maturity 
is not a foregone conclusion. To avoid any decline, 
the capability must be kept “alive” by regular im-
plementation. This operation (or lack of operation) 
will take various forms depending upon the events 
arising in both external and internal contexts. On the 
internal level, it could be a matter of decisions for 
diversification towards other markets, of the devel-
opment of services associated with the product(s)… 
These events will trigger off reactions that vary 
greatly between one company and another and will 
generate a number of scenarios for the evolution of 
the capability. There are six main possibilities: ab-
andonment, progressive withdrawal, replication, 
recombination, redeployment and renewal. Finally, 
the development of a capability towards the level of 
maturity varies greatly from one team to another 
within the same entity (e.g., a production site, a 

sales office, a division, etc.), from one entity to 
another within the same company and from one 
organisation to another within the same sector. 

Abandonment consists in stopping the use of a capa-
bility. The result is its abrupt disappearance from the 
assets of the organization. The next possibility, pro-
gressive withdrawal, applies to a “slowing down” of 
the use of a capability, resulting in the gradual de-
cline of its control. In the cases of abandonment and 
progressive withdrawal, the capability is bound to 
disappear from the capability assets of the organiza-
tion. The capability may also be transferred from one 
market to another. In this case, the capability is re-
produced purely to work for the company, that is, the 
same product or service is marketed. This scenario is 
called a replication, in which there is no improvement 
in the mastery of the capability (it will be noted that 
the line is straight). The transfer of a capability to 
another market may also involve the marketing of 
products and services that are similar to the initial 
products/services. Redeployment is when additional 
developments are carried out to adjust the capability. 
Recombination occurs when the existing capability is 
combined with other capabilities. In the last scenario, 
the transfer of the capability to another market may 
also involve the marketing of new products and ser-
vices (that are different from the initial prod-
ucts/services). The company sets off a new life cycle 
for the capability by introducing minor changes: in 
this case, the capacity experiences a renewal. 

After defining the concept of Internet capability, 
identifying three kinds of capability (strategic, tac-
tical and operational) and describing the features of 
their life cycle, the following analysis framework 
may be considered. 

The external context refers to competitive (Amit and 
Schoemaker, 1993; Porter, 1991) and technological 
(Cummings and Doh, 2000) environments. It is a 
source of opportunities and/or threats recognized by 
the members of the organization, particularly by 
management and directors. The organization may 
acquire resources and expertise in the external envi-
ronment which will then be combined with those 
already present within the organization to add to the 
various action processes that characterize and carry 
out the Internet organizational capabilities. The inter-
nal context relates to the various events which have 
occurred within the organization and which will re-
sult in the transformation of its stock of Internet re-
sources and organizational capabilities. The Internet 
resources and organizational capabilities play a role 
of inhibitor and/or accelerator, according to the case, 
in the implementation of the Internet strategy (Leo-
nard-Barton, 1992; Teece et al., 1997). In this con-
text, the company may commit to the Internet strate-
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gy in a specific product-market couple. It may be a 
strategy of electronic trade from the company to the 
consumers, of electronic trade between companies or 
a combination of these two. The process of imple-
menting this strategy is represented by the sequential 
execution of processes of formation, installation, 
operation and assessment of the Internet strategy. It is 
based on the possession or creation and the develop-
ment of Internet organizational capabilities, each one 
having its own specific life cycle. In the case where 
the managers have improved their understanding of 
the Internet strategy and of the capabilities underlying 
it, they will opt for a strategic scenario. 

The elements of this theoretic framework have been 
used for an in-depth analysis of the case of a Cana-
dian company in the tourist industry. 

2. Methodology choices and case presentation 

In order to support the results of the study, we have 
presented the methodology choices used for the 
research. These concern above all the choice of a 
single case and the analysis of qualitative data. 
Next, we describe how the Internet strategy was 
developed within the Zêta company. 

2.1. Methodology choice. To carry out this study, 
the case method was prioritized. Indeed, our ques-
tion demanded in depth understanding (Eisenhardt, 
1989; Yin, 1994) of the creation and development 
mechanisms of the Internet organizational capabili-
ties. The choice of the case was guided by three 
conditions. On the one hand, privileged access to the 
highest level of the company made it possible to 
retrace the steps of the formation and transformation 
of the Internet strategy. On the other hand, access to 
recorded data made it possible to observe the actual 
results of the Internet strategy and the creation and 
development of the Internet organizational capabili-
ties. Finally, this case could be considered for its 
exemplary nature: Zêta is the leader in its sector both 
in terms of turnover and profitability; it is also the 
first company to commit to the Internet strategy. 

Bearing in mind the scope of the study (a retrospec-
tive study from 1986 to 2006) and its exemplary 
nature (the company is the first in its sector has 
adopted the Internet strategy and has maintained it 
in spite of initial disappointing results), we have 
focused on the study of a single case. 

Two large reference sources were used: documenta-
tion relating to the organization (annual reports and 
various internal reports linked to the Internet strate-
gy and written between 1986 and 2006) and inter-
views. 30 semi-directive interviews were held with 
24 members of the organization between 2001 and 
2006. Interviewees were chosen using two criteria: 

their rank and functional position within the organi-
zation and their involvement with the Internet strat-
egy and with electronic trade projects. In this way, 
we were able to talk with the Chief Executive Offic-
er, the project manager and all the sales and market-
ing, production, information systems and supplies 
management teams who had worked on this project. 

The data collected was processed according to the 
method of their contents and enabled the identifica-
tion of codes, themes and categories. Above all, it 
helped with the identification of the Internet organi-
zational capabilities and for identifying the maturity 
stage (creation, development and maturity). For this, 
the development of the structuring degree of the 
processes (abundance of reports) and the changes in 
the gap between the results and the objectives (ob-
served through recorded data) helped to assess any 
learning that had taken place. Subjective assessment 
by the participants also contributed to the analyses. 

In order to become totally familiar with the context 
of the study, we shall retrace the development of the 
Internet strategy within the company, hereafter 
named Zêta. 

2.2. Development of the Internet strategy from 

1998 to 2005. Zêta is a Canadian company in the 
tourist industry that was established in 1986 and 
which turnover in 2006 was around two thousand 
million dollars. From the start, it progressed steadily 
by adopting a strategy of vertical integration. The 
value chain of this organization is made up of three 
major activities: the supply of elements for travel (air 
transport and lodging), the creation of holiday pack-
ages (inbound and outbound tour operators) and the 
distribution of holiday packages (agency network). 

2.2.1. The birth of the project. Implementation of 
the Internet strategy took place at the end of the 
nineties. At that time, new managers with proven 
experience were taken on at head office to back up 
the group’s senior management. The initiative to 
launch a structured exploratory study based on the 
issues of electronic distribution began by a series of 
informal discussions between the Head of informa-
tion systems and the executive vice-president in 
charge of the distribution of tourist products. These 
first brainstorming sessions would prove to be deci-
sive since they were to act as a “catalyst”. At the 
end of 1998, an ad hoc working party was estab-
lished to work out how Zêta could benefit from In-
ternet technology. This committee brought together 
managers from senior management and Zêta’s vari-
ous subsidiary companies. However, it was very 
evident that nobody had any experience in the area 
of Internet technology and electronic trade. Nobody 
had any relevant knowledge. Furthermore, the strat-
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egy of the main participants in this sector in Canada 
was not altogether clear at the time. But everyone 
was in agreement about the imminent threat of new 
competitors who would be able to use this technolo-
gy and operate from new business models (in par-
ticular Expedia and Travelocity). The managers 
were worried that these new organizations would 
hold a dominant position in the Canadian market 
within the next few years and would take control of 
distribution. This would call into question the ver-
tical integration model that had proved so successful 
for Zêta. This realization led them to decide to 
quickly set up a particularly ambitious (the organi-
zation had no experience in this area) electronic 
trade strategy between company and consumers. 
The aim was to profit from the position of first ar-
rival on the market in order to grab the market 
share. In short, the plan was to create the first virtual 
travel agency in Canada selling on-line holiday 
packages to Canadian customers. This virtual travel 
agency, called Oméga and independent from Zêta as 
far as governance and technological infrastructure 
were concerned, would have its own brand name 
and would compete with all the well-established 
travel agency networks. Oméga would be able to 
distribute Zêta’s tourist products as well as those of 
its competitors in order to increase customer credi-
bility. The project was adopted in Spring 1999 with 
a budget of 11 million dollars. At the time, Zêta had 
surplus financial resources that enabled it to enter-
tain such ambitious strategic projects. 

2.2.2. The birth of the Oméga agency. The main chal-
lenge was to create and develop the first Canadian 
travel agency to use a transactional Website. With any 
electronic business expertise of the managers running 
the Zêta information system being practically non-
existent, it was necessary on the one hand to bring in 
technology suppliers and consultants from outside and, 
on the other hand, to employ personnel qualified in the 
area of electronic trade. Moreover, there was also a 
time constraint added to the challenge as senior man-
agement were trying to tighten deadlines in order to 
get the project off the ground as quickly as possible. 
The aim was to launch the Oméga virtual travel agen-
cy officially on September 1, 1999. 

With all the challenges to be met, the installation of 
the strategy did not go altogether smoothly, espe-
cially concerning the running of all the development 
stages of the transactional Website and the technol-
ogical infrastructure supporting it (the search and 
reservations engine and the data bases) and the 
management of the technology suppliers. These 
difficulties reflected the inexperience of Zêta in the 
area of management of this kind of project. As a 
result, by the end of summer 1999, a crisis arose 

because of the delays accumulated in the delivery of 
the project. In order to resolve the situation, the 
project leader was replaced. A general director, spe-
cialist in marketing, was nominated. However, the 
launch date for the virtual travel agency had to be 
postponed to February 1, 2000. 

The virtual travel agency was officially inaugurated 
on February 1, 2000. However, on the day of the 
launch, the servers could not cope with the clientele 
and the transactional Website had to be taken out of 
service. Consequently, the Oméga virtual travel 
agency could not be operated according to the initial 
business plan and, in the short term at least, could 
not meet its performance expectations. A specialist 
company carried out an exhaustive analysis of the 
transactional Website and its technological struc-
ture. The findings were shattering and the conclu-
sion irrevocable: it would be necessary to complete-
ly review the technological structure of the transac-
tional Website and, more specifically, the search 
and reservations engine. Between April and Sep-
tember 2000, a new installation cycle was launched. 
This second installation phase took place within the 
expected time limits and no particular problems were 
encountered, leading to the official opening of the 
Oméga virtual travel agency on September 1, 2000, 
nine months later than the original official date. 

2.2.3. Transformation of the initial strategy. The 
first trading results of the Oméga virtual agency 
were modest compared to the financial projections. 
Between September 2000 and February 2001, the 
virtual travel agency sent 15,000 people on their 
travels. Where the initial business plan had antic-
ipated an income of 6.7 million dollars by the end of 
the year 2000, the working income only reached one 
million dollars. By the end of 2001, the working 
income reached 2.7 million whereas the anticipated 
figure was 29 million dollars. In other words, the 
results were not as good as the investment granted 
and did not meet the performance expectations out-
lined in the strategy. The managers at head office 
tried to find out the reasons for these difficulties. 
They made the following observations. 

Firstly, the operation of Zêta virtual travel agency 
was too much in advance of the ability of the market 
to adapt to this kind of innovation. The notion of 
“time to market” proved to be unfounded and led to a 
form of rushing. Secondly, the position occupied by 
the Oméga virtual travel agency within the Zêta busi-
ness strategy was not as important as that perceived 
at the beginning. In other words, Zêta was not an 
organization with the same features as a “dot-com” 
company since its fundamental quality was that of a 
holiday producer-distributor and not solely a distribu-
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tor. Thirdly, the managers understood that the target 
customers were not those who are used to dealing 
with a prestigious travel agency, but more those cus-
tomers who were expecting to find a cheaper deal by 
shopping on the transactional Website. Finally, the 
ergonomic study of the transactional Website also 
showed that navigating the site was confusing, result-
ing in a low conversion rate from visits to purchases. 

Strengthened by these new findings, the managers 
began to outline a new strategic problem which 
called the preceding strategy into question. They 
had to find a better way of making the most of the 
investments made in the Oméga travel agency. The 
objective of the new strategy formed, on the one 
hand, would be to reposition the Oméga virtual tra-
vel agency in a new product-market couple (the last-
minute discount sales market of tourist products) and, 
on the other hand, to take advantage of the various 
business brands of Zêta subsidiary companies (air 
transport company, tour operators and travel agen-
cies) so that the main subsidiaries had a transactional 
Website that would use the technology developed for 
the Oméga virtual travel agency. Once this strategy 
was totally implemented, Zêta would be able to count 
on a synergistic approach between the channels of 
physical and electronic distribution and the call cen-
ter. It would be able to communicate with the con-
sumers and interact with them in three ways: through 
prestigious travel agencies, through the various trans-
actional Websites associated with the more estab-
lished Zêta brand names and through the call center. 
This multichannel distribution strategy would enable 

Zêta to stand out both above its main traditional 
competitors and above the main participants in elec-
tronic distribution. 

The establishment of this strategy would take place 
gradually. The results obtained from the operation 
of the first air transport transactional Website that 
went on-line at the beginning of winter 2002, helped 
to strengthen the managers’ conviction that this was 
the right strategy. Consequently, this Website was 
continued and other transactional Websites of the 
various subsidiaries were put into operation. The 
installation process thereby became a routine 
process. The strategy was totally installed by the 
end of 2003. It was still running in 2006. After mas-
tering electronic trade, the next stage had imple-
mented an electronic business strategy that would 
make use of Internet technology wherever it was 
possible amongst the group subsidiaries. 

3. Research results 

The evolution of this Internet strategy can thus be 
split into three major periods. From 2000 to 2002, 
Zêta put into place an electronic trade strategy from 
company to consumer (operation of a virtual travel 
agency). From 2002, Zêta altered its initial electron-
ic trade strategy and redirected it towards a strategy 
of multi-channel distribution of the type “click, talk, 
walk”. From 2003, Zêta implemented a strategy of 
electronic trade between companies and linked the 
producers of tourist products (tour operators and air 
transport companies) to its various distributors. These 
three periods are illustrated in the diagram below. 

 
Fig. 1. Development phases of the Internet strategy 

Each phase is interpreted by the mobilization of different Internet organizational capabilities, as highlighted 
by the following diagram. 
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Source: Renard et al. (2009). 

Fig. 2. Strategic phases and life cycle of the organizational capabilities 

The diagram above analyzes the life cycle of each 
capability according to the periods identified (read 
horizontally) as well as the links between each ca-
pability per period (read vertically). We shall now 
analyze the nature and evolution of each capability. 

3.1. Nature and life cycle of the Internet strategic 

capability. The Internet strategic capability corres-
ponds to the formation of the Internet strategy. Dur-
ing the first Internet period, which leads to the revi-
sion of the search and reservations engine, the Inter-
net strategic capability was in its creation. Indeed, it 
was the first time that the Zêta managers had built 
an Internet strategy, they did not have the necessary 
expertise to make a success of it and this prompted 
them to acquire this expertise elsewhere. The second 
period corresponds to the rethinking of the Internet 
strategy that was originally formed and to the im-
plementation of the multi-channel distribution strat-
egy, particularly because of the poor performance of 
the Oméga virtual travel agency and the evolution of 
the context. During this period, the Internet strategic 
capability was undergoing development as the man-
agers reaped the benefit of the expertise feedback 
from the first operating period of the Internet strate-
gy. This expertise, which was fed back right up to 
the top ranks of the organization, helped to enrich 
the understanding of all managers involved in the 
formation of the Internet strategy and to improve 
their decision-making in this area. Indeed, during 
this period, the managers gradually integrated their 
strategic expertise gained from feedback, enabling 
them to understand better how Zêta could exploit an 
Internet strategy in line with its business strategy. 
As the new strategy was installed and as feedback 
showed how important this new strategy was, the 
Internet strategic capability reached its maturity 
phase. In other words, the managers possessed 

enough expertise to enable them to take better deci-
sions in the area of the electronic trade strategy. 
They had acquired expertise that was specific to the 
situation of Zêta. In the third period corresponding 
to the inter-company electronic trade Internet strate-
gy directed towards distribution, accumulated know-
ledge helped with the transformation of the Internet 
strategy, but the managers also acquired expertise 
that was specific to this strategy. 

It should be noted that the process that puts into 
operation and expresses the Internet strategic capa-
bility is influenced by two elements: the dynamics 
of the external context and the resources and exper-
tise available at any given time within the organiza-
tion. Hence, where the organization did not have 
previous strategic knowledge and felt this to be 
beneficial in the competitive context, it set up a 
highly structured Internet strategy training process. 
This process was structured both in the sense that it 
involved many managers from different subsidiaries 
of the group and because it followed a management 
methodology based on detailed and analytical rou-
tines. As a result, a significant amount of documen-
tation was produced and distributed to the various 
members of the organization involved in the 
process. Conversely, this same process was carried 
out in a much less structured manner when the ex-
ternal context was unfavourable, when performance 
expectations were not met and when the managers 
could rely on relevant strategic expertise gained 
from feedback for their decision-making procedure. 
Managers were then able to take quick decisions 
thanks to simple problem-solving routines. 

3.2. Nature and life cycle of the Internet tactical 

capability. The Internet tactical capability translates 
the passage between the formation of the Internet 
strategy and its operation at business model level. It 
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relates, therefore, to the establishment of the strateg-
ic project. During the first period, the Internet tac-
tical capability was in an emergent phase and 
proved to be problematic for the organization. In-
deed, a set of difficulties was encountered. They 
betrayed a lack of control by the managers over the 
Internet technology project and a lack of know-how 
regarding project management (poor understanding 
of the business needs since managers from the in-
dustry were not involved and it was impossible to 
deliver within the time frame). A large discrepancy 
is observed between what Zêta “wants to do” and 
what it “can do” as far as the Internet strategy is 
concerned: the strategic project is much too ambi-
tious in comparison to the maturity of the installa-
tion capability of the strategy. During this period, 
learning about project management is one of the 
first things to be learnt. The organization must learn 
how to use the Internet technology in a specific 
project and how to improve its operational modes as 
far as project management is concerned. Knowledge 
acquisition in this domain was to prove crucial on 
the one hand for launching a new Internet opera-
tional capability learning cycle in order to create a 
technical infrastructure capable of upholding the 
operational activities of the virtual travel agency 
and, on the other hand, for implementing the multi-
channel distribution strategy necessitating the con-
struction of several transactional Websites and the 
revision of the infrastructure and the initial technical 
structure. Mastery of project management was also a 
success factor in the case of the inter-company elec-
tronic trade Internet strategy in the respect that any 
transformations required for the Zêta value chain 
were important ones and the consequences of poor 
project management could have proved catastrophic 
for the organization given the critical nature of the 
processes that were to be revised with the help of 
Internet technology. Mastery of project management 
is also linked to the maturity of the information sys-
tem function and to the development of tactical 
partnerships between this function and the functions 
of the trade. Indeed, the development of a project 
management method results from the desire to pro-
fessionalize and transform ways of operating as far 
as the information system function is concerned. 

3.3. Nature and life cycle of the Internet opera-

tional capability. The Internet operational capabili-
ty refers to the use of the Internet strategy in the 
different product-market couples. The first period is 
the opportunity for creating, developing and renew-
ing the Oméga virtual travel agency’s Internet oper-
ational capability. Indeed, before the creation of the 
virtual travel agency, Zêta had had no experience in 
the area of electronic trade, meaning that it did not 
possess any Internet operational capability. The 

capability was exploited locally in that it had no 
influence on the other operational capabilities con-
stituting Zêta’s value chain. The second strategic 
period is based on the mobilization of the Oméga 
virtual travel agency’s Internet operational capabili-
ty. As this capability presented itself in the form of a 
supply of resources and Internet organizational ca-
pabilities, it enabled the organization to make use of 
different strategic options in the market. Indeed, this 
Internet operational capability was to be on the one 
hand redeployed in a new product-market couple 
(Oméga was transformed into a virtual agency sell-
ing last-minute discounted tourist products) and, on 
the other hand, recombined with the reputable re-
sources such as the air transport operator, the tour 
operators and the network of well-respected Zêta 
travel agencies (each of the organizational units had 
a transactional Website for supporting the activities 
for distributing their tourist products to the end cus-
tomers). The evolution of the Internet operational 
capability was to launch a new learning cycle in 
order to adapt it to a new operational context. In 
other words, it became a multi-channel distribution 
operational capability. This period was also the op-
portunity to integrate the Internet operational capa-
bility into the organization’s value chain without the 
company having to transform its other operational 
capabilities. This period offered the opportunity to 
make use of feedback; it would enable the Internet 
strategic capability to reach progressively the matur-
ity phase. The third period was the opportunity for 
using the multi-channel distribution of Internet op-
erational capability. This capability had been adapted 
to support the implementation of this new strategy, 
also leading to the re-launch of a learning cycle. In 
other words, this operational capability transformed 
into a new operational capability of inter-company 
electronic trade directed towards distribution. 

3.4. Evolution differentials between Internet or-

ganizational capabilities: the problem of internal 

and external coherence. The concept of coherence 
that we are putting forward to give greater depth to 
the analysis presented in the preceding section 
enables us to examine the interrelationships created 
between the Internet organizational capabilities in a 
dynamic and multi-temporal way. We are looking at 
the effects of the synergy existing between these 
Internet organizational capabilities, considering the 
consequences of their respective development in the 
formation and implementation of the Internet strate-
gy. This concept of coherence stands apart from the 
fit-concept which has a long tradition in the area of 
strategy. Zajac et al. (2001) particularly criticises 
the fit-concept because (1) it is static and poses a 
problem when issues are to be approached involv-
ing the longitudinal study of a phenomenon; (2) 
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studies of it are often simplified without account-
ing for all its dimensions when the organization is 
confronting multiple organizational and environ-
mental uncertainties that will have an impact on 
each other; (3) in order to measure it, a standardized 
fit model must have been built which enables pre-
dictions to be made with regard to actions to be 
taken in order to maintain or create it; this is lacking 
in the majority of studies. The fit-concept could final-
ly be criticized as it implies a “mechanistic” vision of 
organizations, being a set of elements that have to be 
well connected to each other. 

In order to counter the difficulties associated with the 
fit concept, we propose to use the concept of cohe-
rence (Bitar and Hafsi, 2007). We define the concept 
as follows: Two elements are coherent if there is no 
contradiction between them at a given time t0 in order 
to reach a given conclusion. In this situation, these two 
elements mutually strengthen each other (synergy 
effect). However, coherence is a transient state that 
may be challenged by the fact that these two elements 
will have their own individual paths of development. 
Thus, at a given moment t1, these two elements are 
incoherent when they present a contradiction prevent-
ing them from achieving their end goal. 

In the area of the organizational capabilities study, 
coherence may be interpreted as follows: Two orga-
nizational capabilities are coherent if they do not 
interfere with each other at a given moment in order 
to achieve their end goal, for example, to implement 
a strategy (Helfat and Lieberman, 2002; Woiceshyn 
and Daellenbach, 2005). In other words, their re-
spective level of development according to their life 
cycle enables synergy to be created whilst working 
towards the end goal. Two organizational capabili-
ties are incoherent if their respective level of devel-
opment according to their life cycle does not enable 
synergy to be created and, therefore, achievement of 
the end goal is impossible. A problem of incohe-
rence is resolved through the development of one or 
other of the organizational capabilities across the 
various phases of their life cycle. 

The application of the concept of coherence in the 
study of the Internet organizational capabilities al-
lows a deeper understanding of the interrelation-
ships created between them from a dynamic and 
multi-temporal perspective and by envisaging their 
consequences in the formation and implementation 
of the Internet strategy. On the one hand, we are 
reminded that each of the Internet organizational 
capabilities follows its own path of development 
within its life cycle as the Internet strategy is formed 
and implemented. On the other hand, the particular 
formation and implementation of an Internet strate-
gy necessitates the presence of a set of the Internet 

organizational capabilities at appropriate levels of 
development in their life cycle. There exists, there-
fore, a synergy effect between these Internet organi-
zational capabilities. This synergy may be stronger 
or weaker depending on the difference observed in 
their respective level of development in their life 
cycle. We can, therefore, define two types of cohe-
rence: internal coherence and external coherence. 
Internal coherence refers to the idea that the organi-
zational capabilities are systemically interlinked and 
that their evolution in their respective life cycles 
must be consistent with the Internet strategy to be 
implemented in order to meet the strategic chal-
lenge. There may be several possibilities that could 
express the developmental discrepancies in the re-
spective life cycles of the Internet organizational 
capabilities. We shall illustrate a number of these in 
the rest of this article. As an example, if the Internet 
strategic capacity has reached its level of maturity 
and the Internet tactical capacity is in development 
phase, there is a risk of blockage in the respect that it 
may not be possible to implement the strategy before 
the organization has developed its Internet tactical 
capacity to an appropriate level of maturity. These 
two Internet organizational capabilities find them-
selves momentarily incoherent as far as their maturity 
is concerned. In more practical terms, this incohe-
rence will be translated by the impossibility of intro-
ducing a particular strategy project. External cohe-
rence refers to the idea that the company must also 
align its Internet organizational capabilities, taken as 
a whole, with the external environment to ensure 
good positioning in the product market couple. In-
deed, it is not solely a question of achieving internal 
coherence between the Internet organizational capa-
bilities; it must be possible for them to implement the 
Internet strategy that has market value (Amit and 
Shoemaker, 1993). The problems of internal and 
external coherence of the Internet organizational 
capabilities are expressed by the emergence of prob-
lems to be resolved by the company, thereby present-
ing the opportunity for a learning process. 

During the first strategic period, the insufficient 
level of evolution of the Internet strategic capability 
and of the Internet tactical capability meant that 
there was a large gap between the strategic “wanting 
to do” and the tactical “being able to do”. The Inter-
net strategy was too ambitious in relation to the 
ability of the company to implement it. The problem 
faced by the company was in respect of internal and 
external coherence. Indeed, since the Internet stra-
tegic and tactical capabilities were in the creation 
phase, because Zêta at the time had no experience in 
the area of electronic trade, the direct consequence 
was that the managers formed a particularly ambi-
tious Internet strategy both in relation to the maturity 
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of the market of electronic trade of tourist products in 
Canada (external coherence) and in relation to the 
Internet tactical capability (internal coherence). 

During this first strategic period, the main learning 
to take place was essentially in the strategic and 
tactical areas. On the strategic level, the managers 
increased their knowledge in the use of electronic trade 
in the tourist industry and in its competitive and tech-
nological powers even though they did not yet know 
which strategy would be the most successful in obtain-
ing the competitive advantage in the market. On the 
tactical level, the managers of the information system 
function learned to use the Internet technology by 
progressively mastering the project management. All 
the strategic and tactical knowledge recently acquired 
and which was reflected as understanding and know-
how in the area of electronic trade from company to 
consumers, constituted a stock of expertise which 
could, on the one hand, be mobilized in the subsequent 
transformation phases of the Internet strategy and, on 
the other hand, be developed and added to by feedback 
that would arise from the operation of this virtual tra-
vel agency in a product/market couple. All this exper-
tise had particularly great value since it related specifi-
cally to the company because of being a result of its 
own learning process. It would not be available on the 
market for competitors who would have to acquire 
their own expertise themselves through their own ex-
perience of electronic trade projects. 

During the second strategic period, Zêta was faced 
principally with a problem of external coherence. 
The Internet operational capability implemented in a 
specific product-market couple was not aligned with 
the market requirements. Indeed, the implementa-
tion and implication of the Internet operational ca-
pability in the processes of supplies, sales and sup-
port of the Oméga virtual travel agency, did not 
match up with the expectations of the consumers. 
The senior managers had to set up a training pro-
gram making use of expertise acquired directly 
through the confrontation between the Oméga vir-
tual travel agency and its market. Managers unders-
tood both the lack of relevance of the notion “time 
to market” and the competitive dynamics peculiar to 
the electronic trade market in the Canadian tourist 
industry. They also understood that the consumers 
were not yet ready at the time to use a transactional 
Website for purchasing a holiday package. As a 
result, the managers concluded that Zêta did not 
have the same characteristics as the “dot-com” 
companies and that Internet technology would serve 
to support its core business rather than substituting it 
by proposing a new business model. In a difficult 
external context, they then revised their initial strat-
egy by relying on their reputational resources, that 
is, the reputation of the business brands of the various 

Zêta subsidiaries, to put forward a strategy of multi-
channel distribution and by repositioning the Oméga 
virtual travel agency in a new product-market couple. 

In the third strategic period, Zêta was faced with a 
problem of internal coherence between its three Inter-
net organizational capabilities which, therefore, had to 
evolve once again through their life cycle phases as 
has been previously shown. Indeed, because it was an 
Internet strategy that had upset the relations between 
subsidiary companies, and because it was asking for a 
major change to its value chain, Zêta had to ensure that 
its Internet organizational capabilities would evolve 
sufficiently to meet the strategic challenge facing it. 
The Internet strategic capability in fact have to be 
evolved again because, where the senior managers had 
obtained strategic understanding in the area of elec-
tronic trade from company to consumers, they had to 
acquire new understanding that related specifically to 
intercompany electronic trade. In the same way, the 
Internet tactical capability evolved particularly through 
the introduction of new project management practices, 
launching a development phase in this domain. It 
should be noted here that a project method had been 
set up that related specifically to Zêta and that would 
be used specifically for this strategic project. 

Conclusion and discussion 

The aim of this research was to identify the organi-
zational capabilities mobilized within the frame-
work of the development of an Internet strategy and 
to understand their evolution. After putting forward 
a typology of Internet organizational capabilities as 
well as a model of their maturing process, the re-
trospective study of the Internet strategy of a major 
participant in the tourist industry has enabled us to 
analyze the nature of each organizational capability, 
their role in the evolution framework of an Internet 
strategy and their life cycle. On top of these find-
ings, this study underlines three important points. 

First of all, the study shows that the process of creation 
and development of the Internet organizational capa-
bilities is long and complex (Oliver, 1997). Indeed, it 
involves an alternation of exploration phases and stra-
tegic operation phases (March, 1991). In this, the study 
highlights the decisive role that the learning capabili-
ties in the capabilities’ life cycles have in influencing 
the resources and capabilities available during the 
course of the strategy implementation. In other words, 
the possession of the organizational capabilities (Inter-
net in this case) and of resources, skills and expertise 
on which all understanding lies, lends a strategic ad-
vantage in comparison with other organizations. In 
fact, any attempt to reduce the time allowed for acquir-
ing an organizational capability would bring about 
weaker performance results since the organizations 
would not be able to step outside the learning curve. 
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Similarly, it helps broader strategic options to be used, 
which may enable the advantage to be held over tradi-
tional competitors and may reduce the risk of being 
left behind by new competitors who may have devel-
oped specific capabilities in their own industry. 

Next, the study shows that the organizational capa-
bility is cumulative. The initial phases are often the 
most difficult ones because the learning process is only 
just beginning, but as the company learns and develops 
its expertise, so mastery of the organizational capabili-
ty grows. All the newly acquired expertise will form a 
stock that may be both mobilized in the transformation 
phases of the strategy and developed and added to by 
feedback arising from the implementation of this same 
strategy. This will enable operational expertise to be 
created that is specific to the company since it has been 
gained through its own learning processes. In other 
words, the repertoire of expertise is reactivated and 
enriched at the same time as the strategic projects, 
reflecting an effect of route dependence. 

Finally, the research underlines the existence of inter-
connections between the Internet organizational capa-
bilities. These interconnections refer, first of all, to 
the idea that a company may be viewed as a set of 
systemically interlinked organizational capabilities; 
secondly, to the notion that there are two kinds of co-
herence to be prioritized in the company. The first is 
an internal coherence expressed in the way that, to 
implement an Internet strategy, that is, having the 
ability to carry out the processes of formation, installa-
tion and operation of the Internet strategy and Internet 
strategic learning, the Internet organizational capabili-
ties must have reached a level of evolution in their life 
cycle that makes them compatible with each other. In 
other words, when, during the implementation of the 
Internet strategy, there are large discrepancies between 
the life cycle phases of the Internet organizational 
capabilities that have been identified, the company will 
encounter extremely difficult issues. When these diffi-
culties have been overcome, the company will be able 
to use them in their learning process as an addition to 
their stock of expertise. There is also an external cohe-
rence between the company, seen as a grouping of 
systemically interlinked Internet organizational capa-
bilities allowing strategic actions in a specific product 
market couple, and the company’s external environ-
ment. In fact, their relevance in the company’s Internet 
strategy should also correspond to a relevant strategy 
from the point of view of the company’s competitive 
environment in order to gain a competitive advantage. 
In other words, the competitive advantage will then 
   

depend on two elements, the first being the internal 
coherence of the Internet organizational capabilities 
amongst themselves, the second being the coherence 
of the capabilities with their competitive environ-
ment. However, even if a company reaches this 
point of equilibrium, given the evolution of client 
needs and the strategic manoeuvres of competitors 
attempting to shift the conditions of competitive 
advantage, it will see its competitive advantage be-
ing moved at some stage in the future. Long-lasting 
competitive advantage depends, therefore, on the 
speed of resolving these evolution discrepancies of 
the organization’s organizational capabilities in order 
to maintain the balance between the market require-
ments and the organization’s proposals. 

Finally, it is possible to come to a conclusion re-
garding the actual value of the life cycle model of 
Helfat and Peteraf (2003): in their model, Helfat and 
Peteraf (2003) are essentially seeking to describe in 
detail the life cycle of a specific organizational ca-
pacity. However, the fact remains that in reality, the 
formation and implementation of a strategy is based 
on the presence of a set of the organizational capa-
bilities that are systemically interrelated and that 
each have their own paths of development. To put it 
another way, the Helfat and Peteraf’s (2003) model 
should be enriched with the idea that the formation 
and implementation of a strategy is based on the 
presence of several organizational capabilities. Each 
of them will have a particular path of development; 
this will give rise at some stage to problems of in-
ternal and/or external incoherence. Future research 
should examine the factors that explain why organi-
zational capabilities develop along different lines. 

It does have true potential for research in strategic 
management as it helps to highlight the evolution 
process of the organizational capabilities in relation to 
a given strategic situation and to discuss the ideas re-
garding external and internal coherence. However, 
where this model appears relevant for research purpos-
es and would justify improvement by a better under-
standing of the mechanisms that are inherent to the 
evolution of the organizational capabilities, its contri-
bution to the implementation of strategic management 
in a company would appear less apparent. Although 
this model enables us to understand the path of evolu-
tion of an organizational capability, it lacks precision 
in defining the levels of maturity reached. For the prac-
titioners, it would seem more prudent to adapt the 
model of the processes of maturing to the management 
of the organizational capabilities. 
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