
1. Introduction 

1.1. Background and Motivations 

The Inter-organizational systems (IOS) play an important role between companies 
because IOS help them work more effectively and efficiently. Companies can use IOS 
to send orders, ensure the time of delivery, and exchange all information they need. 
Compared with traditional communication mediums such as phones or faxes, IOS not 
only cut down the working hours, but also eliminate the manual errors by handwriting. 
Compal, a leading PC manufacturing OEM in Taiwan, for instance, has adopted an 
electronic purchasing system with their partners since 2001. According to the report 
(final report of Project B), the system hugely reduced procurement time to 18 minutes 
per order. Compal’s stock level was also highly improved, from 36 days to 20 days. 
Moreover, the time to deal with the remittance was reduced from 56 hours to 11. 
Compal also saved more cost and decrease 66% of the manual errors averagely every 
month. In view of IOS high business potential, both researchers and practitioners 
started to explore the ways to maximize the business value of IOS.  

Many researchers investigated the transformation from IT investments to firm 
performance in the belief that the IT-related infrastructure, such as mainframe, 
personal computers, and software like database, applications, and inter-firm systems 
could lead to the improvement of the company’s financial performance (Mata et al, 
1995). In their research, the critical factor to justify the IT investment depends on 
whether the IT can improve the productivity, customer retention, or any other 
financial index. 

 However, for IOS investors it is usually difficult to determine which part of the 
revenue is gained from the IOS investments. According to the process theorists, the 
improved firm performance due to IT investments can only be achieved if firms 
successfully change their processes (Soh and Markus, 1995). They think that for a 
well-designed IT, appropriate use is equally important (Lucas, 1993). They also 
propose that IT should fit firm’s task so that IT can play its role in a best way 
(Grabowski and Lee, 1993).  

While appropriate use and task fit was heavily discussed in the studies of IT 
investments, some other researchers started to notice that IT investment alone can not 
make organizations more effective unless they are accompanied by complementary 
organizational capabilities (Teece et al. 1997). For instance, to successfully realize the 
value from IT, both the company and its trading partners require the capability to 
modify their business processes to match each other. They also have to integrate their 
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information, physical, and financial flows. At the same time, they should design the 
coordination and monitoring mechanisms to maintain the exercise of the system. 
Resource-based theorists termed these capabilities as dynamic capabilities, the firm’s 
ability to use the internal and external resources to adjust the rapidly changing 
environments (Teece et al. 1997).   

Therefore, the motivation of this study is to understand what dynamic 
capabilities are related to IOS investments and how these capabilities complement 
with IOS to deliver business value. The research questions are as follows, 
1. How do dynamic capabilities contribute the IT investment? 
2. What are the most important dynamic capabilities which can improve the 

performance of IT investment? 

1.2. Research arrangement 

Here are the arrangements of the proposal. In chapter 2, this study will review the 
previous academic researchers’ work to know how IOS facilitate the dynamic 
capabilities, and what capabilities are the most important. And then, how they 
influence the firm performance.  

In chapter 3, this study will establish a framework to investigate the dynamic 
capabilities concepts. We will introduce our research plan and methodology in 
Chapter 4 and conclude an expected contribution in Chapter 5. 
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