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1. INTRODUCTION

Changes and their effects to company actions have recently been widely discussed in management accounting research (see eg. Grandlund, 2002, Chenhall et al, 1998). On their own discourse, management theorists have used dynamic capabilities (DC) approach (see eg. Eisenhardt et al., 2001) to study organizational changes. In her dissertation Kivelä brought out dynamic capabilities from software development point of view (2007). Jantunen (2005) approaches dynamic capabilities by quantitative research methods, resulting with a list of possible DCs as sources of firm competitiveness. However, there still remain many unanswered questions concerning the interrelatedness of dynamic capabilities and company performance in fast growing company operating in high velocity environment. Prior research does not either cover management accounting lighted from dynamic capabilities perspective. This study aims to fill this gap by offering new sight to management and management accounting in changing environment by studying a small, growing it-company.

With this study we wish to add new knowledge about dynamic capabilities, especially from a software company and management accounting point of view.

First, this study aims to answer to following question: are board functions and decision making dynamic capabilities in small, growing IT-company, and if not, could they be. This is achieved by describing the case company board decisions and their impact to management and management control and therefore on company success.
Second, this study tries to open up the question of steering the company during such changes: how the company is managed trough intensive growth period without losing its focus and efficiency. 

Theoretical contribution of the study rests on development of dynamic capabilities framework, and especially in exploring its suitability to management accounting.

The study is positioned in high velocity environment, in ICT –sector. 

As a hypothesis for this study we suggest that a relatively small, growing company is very dynamic, fast and flexible in both decisions making and modifying its processes. These capabilities ensure the company agility. They also correlate to company performance, and help in remaining the focus on essential operations.

The paper is structured as follows. Next section introduces the theoretical framework used in this study. The following chapter describes the case and data analysis process along with the results of the study. We conclude with discussion over results, and summarize the paper in the last chapter.

2. THEORETICAL BACKGROUND AND RESEARCH METHODOLOGY
This section describes theoretical and methodological backgrounds for the study. 

The theoretical framework used in this study is called dynamic capabilities, DCs (Teece et al, 1997, Eisenhardt et al, 2000). The framework has been tested and used for example to research corporate forms (Galunic et al. 2001), but limited, if any, research is available in the area of management and management accounting. Some researchers suggest DCs to be more suitable framework in studying incremental than radical changes due to path-dependency and meaning of learning (Lockett et al, 2001). However, present DC studies concentrate mostly on major changes in organizations.

The history of DCs lays in resource-based view of firm, which is a very widely used framework for explaining company’s sustainable competitive advantage (Eisenhardt et al, 2000).

The essence of the framework 

Dynamic capabilities framework concentrates on sources of sustainable competitive advantage. These sources, according to framework, are a set of specific processes (Teece et al., 1997). Eisenhardt and Martin names examples of these processes: product development, strategic decision-making and alliancing. The wealth creation and competitive advantage is based on how well the company can identify and seize new opportunities by using dynamic capabilities. At least as important as the recognition or naming these DCs is their source, how they are evolved and developed. Zollo and Winter (2000) describes the evolution as follows: “a DC is a learn and stable pattern of collective activity through which the organization systematically generates and modifies its operating routines in pursuit of improved effectiveness”. Learning, or as in some literature called path dependency, is seen as probably the single most important factor in the evolution of DCs. Jantunen (2002) has recognized three different views on dynamic capabilities and learning:

1. Organizational learning is based on dynamic capabilities

2. Dynamic capabilities are the results of learning

3. Ability to learn is itself a dynamic capability.
Strong interrelatedness remains regardless the view, and different perspectives do not exclude each others.
Eisenhardt and Martin (2000) have explicated the important features in learning, which has major impact on evolution of dynamic capabilities. These features include eg. meaning of mistakes, pace of changes and testing.

Eisenhardt and Martin (2000) also describe the features of the processes, especially in high-velocity environment. They argue that DCs should be simple to ensure the focus on important issues, and the routines consist of a few rules that specify boundary conditions on the actions of managers, or indicate priorities. These features are more important in changing environment, when situations change and management attention is limited.

In order to understand the framework the essential terminology is explain here.

Capability 
Company capabilities are often understood as the ability to manage company resources (Jantunen 2002). These capabilities are rent earning, and so essential to company.

Dynamic

Teece (1997) argues that term “dynamic”, refers to “the capacity to renew competences so as to achieve congruence with the changing business environment”.

Dynamic capability 

Dynamic capabilities are, by one definition, “capabilities to create and transform capabilities” (Jantunen, 2002). Teece (2000) describes dynamic capabilities as: “ability to sense and then to seize new opportunities, and to reconfigure and protect knowledge assets, competences, and complementary assets and technologies to achieve sustainable competitive advantage”. According to Eisenhardt and Martin (2000), DCs are a set of specific, identifiable processes. In this study, Eisenhardt’s and Martin’s perspective is used and tested. Their study results suggest that in high velocity environment dynamic capabilities are simple, highly experimental and fragile processes with unpredictable outcomes. 
Management control 
For the purpose of this paper, management control is defined as follows. Management control includes control and measure mechanism used in the company. They can be systematic and concrete as balanced scorecards or quarterly report set, or abstract and irregular in their occurrence, such as statements made by CEO. The purpose of management control is to lead the company to optimal results and ensure the efficiency and the focus of the company. 
Management control system
Management control system is defined to be a system, typically IT-based system to produce and manage data on regular bases for the managers to steer the company.

High velocity environment

High velocity environment is defined to be an environment, in which the business rules and earning logic undergo constant changes and both the regulation and customer needs in the business are unclear and re-formed again depending on various factors, such as offering and trends.

To include and clarify the entire process of board functions, we link Haeckel´s sense and respond –framework into this study, to give an approach to dynamic capabilities. Haeckel (1999) suggests that adaptive, dynamic organizations 

-sense changes

-interpret them in company context

-decide on actions and their response

-implement these actions

Research methodology

In this study there is one case company, to be here called Beeta. Study is a qualitative case study (Yin, 1994, Silverman, 1993 etc), concentrating on a growing IT-company. Qualitative research approach was appropriate to gain deep understanding of research object.  The goal was not to produce generalizable results, but rather to gain understanding and possible develop the theory of dynamic capabilities. The meaning of selecting only one case company is to be able to produce detailed, deep knowledge over the research object. This specific sample was selected since it offers very interesting field for research.

Case study allows the use of different data collection and many sources are used to ensure the validity of results. Data were collected through attending board meetings, interviews, observations, and company archives. The main source of information consisted of weekly board meetings. The unit of analysis was recognized strategic decisions made in board during the time period studied. 

In methodology discourse (Llewelyn, 2003) this study could be positioned in level three, concept theory, which theorizes through explicating practice.

The study could also be described “action-oriented approach” (Pihlanto, 1994). The intervention in the company affairs, typical for action-oriented approach, exists in this study, as well as other elements such as the aim to achieve understanding of the behavior of people in real organizations are found in this study.
Description of the corporation Beeta

Beeta was established at the end of 90’s by a couple of university students. After various changes and attempts to succeed, the company started to grow at the beginning of 2000. In 2008 company employs around 70 professionals. Average size of customer delivery –and turnover -has multiplied during years 2004-2007. In 2008 company has focused towards ecommerce solutions, and is now well-known and respected supplier among its customers. Beeta has grown big enough to be accepted as a partner to large corporate companies.

Beeta is owned by it establishers. Establishers also work in Beeta, as CEO and vice president. CEO owns half of the company; rest of the stocks is unequally divided between vice president and other key personnel. Beeta’s challenges at the time of study relate to its growth. Its operations now include consulting and other professional services in ecommerce, in addition to pure IT-services.

Beeta’s vision is to grow ten times bigger than what it was in year 2007.

Next chapter presents the case company functions and research results in detail.

3. RESULTS

Management and control in Beeta board of directors

Beeta has a board of directors. Board has 10 members, and meetings are held on every Thursday. In the board there are all core functions of the company represented: CEO, vice president, production- communications- and key account directors / managers. Board treats both operational and strategic issues in its meetings. The purpose of the board is to steer the company by treating strategic and operational issues and making decisions with action plans for execution, and act as a forum in which top management can get response and coaching for their thoughts and ideas. This purpose can be fulfilled by effective decision making: both in making decisions which issues need actions and which can be ignored, and in implementing and controlling these decisions.
Due to fierce growth period, management and management control were shaping all the time and finding their form. Weekly board meetings treated four affairs on regular bases: strategy and customer issues, financial information and processes. Board had chosen a set of specific key performance indicators (KPIs) to review and control. At the beginning, most of time elapsed with strategy issues: organizational changes, recruiting and start up of key account management (KAM) operations raised a lot of discussion. On the other hand, financial information only scratched the surface: revenue and income were presented, emphasis on revenues and its changes. Costs as such or cost structure were not available. Process view concentrated on percentage of billable work versus all work, customer reclamations and ended customer relationships. Customer view included sales per KA-customers, order base and sales estimates.
Company controls divided in Simons’ (1991) framework

	Interactive control

Strategy issues
	Diagnostive

Financial data

	Boundaries

Demand for effectiveness,
Sales orientation, entrepreneurship
	Beliefs

We have to grow, and we will grow by getting our customers to succeed in their ecommerce business


Control systems, both their use and relevance, were common issues in board and generated active discussion. Intense, weekly pace of board meetings supported diagnostic way of using controls: to keep board work flexible and effective, most of control information needed to be by-passed without special attention, unless there were remarkable changes or deviations.
Some issues were treated as existing conditions that define present and future operations, and were not thrown doubt on. Example of this could be some niche services or products that were in special interest and favor of CEO. However, when having hard time with resourcing some of the critical, large projects, production manager occasionally brought out –slightly as a joke- the possibility to change these underlying assumptions. Any explicit decisions to change the prevailing situation were not made: discussions were ended unresolved, but still in good consensus.
Strong owner opinions and strong willingness to develop company operations lead to situation where some issues were presented in board as ready-made decisions. However, these issues still raised a lot of intense discussion and many decisions were re-modified. The small size and grow focus were essential factors in creating passionate and fierce discussions over both strategic and operational issues. When propositions were prepared by one or two individuals instead of bigger work groups, some board participants felt they wanted to influence the results and challenged presentations with their own opinions. This, sometimes lead into conflicts and discussions over working habits.
Description of the research period, spring 2008
As mentioned, the board of directors was formed cross-functional, covering all operating units. There were three new members, and some of the old members had been replaced. Two of the new members had joined the company recently, and had previously worked in large corporations.
Re-organization of board gave new expectations for board functions. Large corporate processes deviate from small, growing company needs, which could create controversy between the new and old members. However, due to strong growth, new ideas on management and control, and more formal processes were needed and wanted.

Growth created, in addition to new sales and credibility, hastiness in internal development, needs for more detailed management and control information, recruiting problems and pressure to product development.

Enterprise resource planning (ERP) systems, management information systems and reporting could not fulfill all appearing, new needs. Attitude towards internal IT-system development was very pragmatic, and easy, fast implemented “first-aid”-solutions were preferred, instead of wider development projects. In addition to stability of IT-systems, also lack of resources eg in financial administration lead to casual reporting practice.
Process for issues to end-up in board and how they are processed further

Haeckel sense and response –framework and suggestion for emphasis on this paper

-sense changes 

-emphasis on finding how changes are recognized and brought up

-interpret them in company context


-emphasis on why some issues called for action, while other where ignored

-decide on actions and their response


-decision making process

-implement these actions


-role of management accounting: is management accounting used?

-if management accounting is or should be used, how management systems adapt to these changes

Decision making process
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Figure 1: Decision making and classification on board

Research objects in board working: 
-how decision were made

-role of management control

-role of owner intervention
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