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Abstract 
 

Two sides of the creation of innovations are focused: how the proper competences for 

exploitations of innovations are acquired and how exploitations of innovations are 

financed. The purpose is to propose a conceptual model, which is suggested to capture 

how innovative technology ventures handle their needs of finance and competence for 

innovation exploitation. The success in exploitation of innovation is proposed to be 

contingent based on the fit between the ventures needs and the sources supplies. One 

contribution may be an increased understanding of successful matchmaking between 

supply and demand of finance and competence.  
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1. A Darwinian sea 
 

The “transition from invention to innovation has been described as 

a Darwinian sea where technical and business ideas contend and 

compete, and survival goes to those who are the most creative and 

can find the resources and support. In the Darwinian see, success 

depends critically on availability of funding, timely information and 

contacts, and entrepreneurial ability.” (Chang, Shipp and Wang, 

2002, p.364. 

 

Small ventures play an essential role in the development and introduction of new 

technologies (Wessner, 2002). Particularly difficult issues in innovative technology 

ventures (ITV) are how to acquire proper competence for exploitation of innovations 

and how to finance these innovations. The difficulties lie in the asymmetric 

information causing difficulties to bring the innovative product to the market. The 

financiers have difficulties in understanding the ventures’ needs. The difficulties lie in 

“selling” the innovative idea to potential financiers, which may limit the opportunities 

to receive external finance and competence of vital importance for new technology 

innovations. In the literature this problem is referred to as the financial gap, i.e. the 

gap between what the ventures need (demand side), and what the financiers offer 

(supply side) (Gompers and Lerner, 2001). Drawing upon this, the ITVs have 

difficulties filling the competence gap due to the financial gap which often cause an 

innovation gap. Consequently, the ventures risk ending up in the so-called financial 

“Death Valley” where they cannot act on their innovation.  

 

Various financiers have different views on what they are contributing with. While 

traditionally, financiers focus on the financial part the “new” view state that financiers 

may contribute with both finance and competence. Many researchers agree that there 

is a lack of knowledge about how new ventures handle their finance. Winborg (1997) 

argues that the discussion has had the wrong focus and that it needs to be seen from 

the ventures’ perspective. From the ventures perspective the needs in terms of finance 

and competence when searching for a financier may differ from that of a financier’s 
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perspective. However, little focus among scholars has been placed on addressing the 

issue of sorting out and describing the ventures’ ways of handling their finance and 

competence needs. In order to enhance our understanding of the ITVs and their 

handling of the needs for improving innovation exploitation this is important to 

address.  

 

Our purpose is to propose a conceptual model. The model is suggested to capture the 

issue of a fit between acquisitions of proper competences and financial means needed 

through selection of proper external financial suppliers. It deals with the issue on how 

ITVs handle their needs of finance and competence for innovation exploitation. Focus 

is on ventures with a strategic growth orientation.  

 

 

2. Exploitation of Innovations 
 

For exploitation of innovations to take place two sides need to be considered; one, the 

financing of the exploitation of innovations and two, the provision of competence for 

bringing the innovation to the market successfully. Therefore, we argue for the need 

for taking both sides into account when addressing exploitation of innovations.  

 

 

2.1 Competence for exploitation of innovations. 
 

The concept of competence 

The concept of competence must, to be meaningful for an ITV, be related to an 

operation, a strategy, or goals. Therefore, knowledge without relevance for the 

venture’s goals is not considered a venture’s competence. Competence means that the 

knowledge is tied to a problem that is to be solved and competence is related to 

action. (See Berglund & Blomquist, 1999.) Ylinenpää (1997) defines competence as 

the composite of human knowledge and skills serving productive purposes in the firm, 

and contributing (or expected to contribute) to a venture’s competitiveness. Similarly, 

Sanchez, Heene and Thomas (1996) define competence as an ability to sustain the 

coordinated deployment of assets in a way that helps a venture achieve its goals. 
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While knowledge concerns “to do things right”, competence concerns both to “do 

things right” and “to do the right things”. Our definition of competence is: an ability 

to handle situations in a way that serves productive purposes in the ITV. The ability is 

based on knowledge, including skills that are needed to act efficiently and effectively 

in a situation.  

 

Competence need. 

Barney et al (1996) call for more research on differences in the new ventures’ need 

for competence. The literature discusses different types of competence needed for 

innovation exploitation and there are advocates for all of them. Choen and Levinthal 

(1990) argue that critical competence does not simply include technical competence, 

but also competence of who knows what, who can help with what problem, who can 

exploit new information. Deeds and Hill (1996) maintain that for a firm to stay 

competitive it needs technological competence (for developing viable products), 

market competence (for designing the product to best serve the customer needs) and 

manufacturing competence (for efficient manufacture of a new product while 

minimizing the time it takes to move the product to market). Andersson (1999) 

describes dimensions of entrepreneurial behavior regarding innovative behavior. 

Activities relating to the targeting of new market segments, new geographic markets, 

new marketing practices, changes of product lines, development of new products or 

the establishment of new organizational forms. 

 

The different variants of competence can be boiled down to three essential types of 

competences for attempting to reach growth via exploitation of innovations. These 

competences are 1. product development competence; 2. production competence and 

3. marketing competence (see e.g. Berglund & Blomquist, 1999; Moreau, 2000; 

Bellini, 2000; Fai, 2000; Hamel, 1994; Sanchez, Heene & Thomas, 1996). The three 

types of competence are illustrated below. 

 

The product development competence may for instance be crucial for developing a 

product idea into workable prototype, for creating a viable product or for refining and 

creating variations of the product in order to sustain the level of competitiveness. 

Hamel (1994) argue for focus on distinctive customer benefits in the product 

development.  
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The production development competence may be critical for identifying how the 

venture will be able to produce the innovative product. It is also critical for dealing 

with the issue of how to handle the need for production capacity and thus for how to 

handle future growth. Production development also refer to the efficiency issues 

regarding the capacity level since the venture may need to handle a growing demand 

and therefore needs to develop aspects of the production capacity. Hamel (1994) 

discuss this as competence that allows a firm to do things more quickly, flexibly or 

with a higher degree of reliability than competitors addressing quality, cycles time 

management, just-in-time inventory management and so on.  

 

Regarding the marketing competence, critical competence needed for ITVs is market 

evaluation (via conducting market research) based on the argument that for 

exploitation of the innovation the market potential needs to be identified. Knowing 

about competitors, customers and suppliers is also a part of the mix making the firm 

competitive (Teece, 2000). Other market competences needed for exploitation of the 

innovation are marketing and sales competences. Because for the venture to be able to 

reach out to potential customers and manage the growth potential this need has to be 

addressed. Acquiring marketing and sales competence becomes crucial of the ITV to 

be able to grow. Growth requires emphasis on the market competence in terms of 

customers’ relationship management for taking care of the growth potential. Hamel 

(1994) discuss market-access competence as including all those skills which help to 

put a firm in close proximity to its customers, such as sales and marketing, 

distribution and logistics, management of brand development and technical support.  

 

We argue that all three types of competence are crucial in order for ITVs to reach 

growth. We also argue for that the total amount of competence differ between and 

within the ITVs depending on the particular ITVs need in a particular situation. 

Though, the nature of the competence and the total of the competence needed by the 

ITVs expect to vary between situations.  
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2.2 Finance for Exploitation of innovation 
 

External financiers 

Regarding financing, different variants exist which ventures can choose to use. There 

are for instance internal capital and external capital, private capital and public capital,   

loans and equity. In Thornhill et al (2004) “Petit and Singer suggests that “firms of all 

size select their capital structure in view of the cost, the nature and the availability of 

financial alternatives” (1985:54). When looking at financing from the ITVs’ 

perspective, it becomes clear that many ventures choose other ways of financing than 

traditional external capital. In order to gain the financial means needed the ventures 

can choose various financial solutions offering different conditions or terms for the 

financial choice. Internal funding are generally connected to a higher degree of 

freedom by the company owners than external founding, though it may not always be 

possible to run product development projects as preferred when financial resources 

are scares. There tend to be a paradox of freedom connected to internal funding 

opportunities. (Oakely 1995) 

 

Regarding the ITV:s choice of finance Thornhill et al (2004) found strong correlation 

between capital structure and knowledge intensity. Firms in high-knowledge industries 

placed greater weight on equity than on debt. Innovative ventures in need for 

competence support may be restricted in the loan alternatives. Banks are not able to 

take any higher risks. 

 

Private equity in terms of e.g. angel capital or venture capital is an alternative to loans, which 

is received by selling a part of the venture to external financiers. This means that the 

venture needs to, to some extent, let go of control over the business. In contrast to 

loan providers, these equity financiers’ alternatives offer greater opportunities to 

access competences. Though, “The private sector is often also unwilling to consider 

funding the development of technology that is not ‘near market’. (Oakely, 2003) 

Knowledge intensive companies are generally connected to high risks due to the intangible 

and uncertain nature of the assets. The assets are also complex according to Thornhill, 

Gellatly and Riding (2004), “Irrespective of firm size, investments in so-called “soft” 

or knowledge assets – such as R&D – often serve as the cornerstone of complex 

innovation strategies.” This may be connected to the information asymmetry if the 
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company not are able to convince potential financiers of the future potential.  The 

private equity market has limitations in financing the innovation system. 

 

Public programs can play a role in development of potential platform technologies 

that private investors do not fund because of the high risk (Wessner, 2002). Though 

there are also limitations in the public sector financing. “While funding can be provided 

by the public sector if very early technical developments are conducted in, for example, a 

university, later private sector innovation phases must be funded through a range of private 

capital sources (e.g. personal savings, business angels, banks  and venture capital 

organizations)”. Regarding private and public sector financing of ITV (Oakely, 2003)  

 

It can be concluded that there are many sources of finance available on the market, 

though not all alternatives may be available for every ITV.  

 

 

3. A fit between finance and competence  
 

3.1 Flip the Pecking order around  
Regarding financing, different variants exist which ventures can choose to use. 

According to Myers (1984) Pecking order theory, a specific order for choosing 

finance exists on a general level. In essence, the theory suggests that internally 

generated means are preferred over external finance such as loans, and among 

external finance, loans are preferred of new equity finance. Myers argues that the 

information asymmetry between the external parties and the management of the 

venture leads to external financing being expansive compared to using internal means. 

In addition, the costs of the financial options are linked to the degree to which the 

venture needs to let go of control. Accordingly, the guiding principle of the Pecking 

order is the level of control released. The management’s perceived risk of losing 

control drives the preferences that make the idea of “Pecking order” (Holmes and 

Kent, 1991). A corresponding pecking order pattern appears applicable for how 

ventures choose to solve their competence needs. Malmström (2007) found that 

ventures prefer to acquire competence internally over using the social network, and 

prefer to use the social network over pure market acquisitions. However, focusing 
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growth oriented ITVs this order might not apply perfectly. In fact, we suggest that 

these specific ventures choose to solve their finance and competence needs based on 

other reasons than control. Namely, based on how to gain the best opportunities for 

innovation exploitation and thereby the best chances for enhancing the venture’s 

growth potential. The best growth potential may be argued to be a choice that 

provides not only pure financial means but also some level of competence. Lack of 

competence has been pointed out as an essential problem that prohibits growth 

(Malmström, 2007). Ventures may therefore choose financiers based on what type and 

level of competence they can provide besides the financial means. Hence, with a focus 

on ventures having a orientation for exploiting innovations, the Pecking order theory 

might not apply perfectly. Instead of focusing on control issues, exploitation of 

innovations and growth may become the primary objective and might therefore flip 

the Pecking order around. 

 

 

3.2 Gaps, fit and exploitation of innovations. 
 

Despite the fact that results are far from unanimous the overall conclusion from 

empirical research is that problems in achieving long-term external capital may 

significantly have hindered the potential role that small ventures could have in the 

overall economy (Olofsson 1994; Hughes, 1996; Bolton, 1971). Constrained access to 

financial capital may indeed constrain exploitation of innovations since lack of 

finance is one significant obstacle for ITVs to overcome. The problem for these small 

ventures in achieving long-term external capital has been labelled the financial gap. 

The “gap” discussion includes a supply side and a demand side. The supply side refers 

to external financiers’ willingness to provide capital to ventures, while the demand 

side refers to ventures need for external capital. A lot of attention has been placed on 

the supply side by focusing the financiers’ point of view. However, few studies have 

taken the demand side point of view. Accordingly, there is a lack of knowledge on 

how ITVs perceive and handle their competence and financial needs.  

 

However, Winborg (1997) points out that what is precisely meant by the gap varies 

between authors. Some refer the concept “gap” to difficulties in raising small amounts 



 9

of external capital while others discuss the relatively higher interest rate, alternatively 

higher yield requirement facing small ventures compared to their larger counterparts 

(Hall, 1989). Binks (1996) points out that it is not small ventures in general that face 

financial constraints, but that it is the small, young and fast growing ventures that are 

likely to be exposed to the financial gap, which can be compared with ITVs. One 

reason for this, according to Storey (1994) is that financiers face great uncertainty 

when dealing with such ventures. The uncertainty is discussed as information 

asymmetry where the ITV holds superior information about the potential of their 

innovation compared to the financiers. Consequently, it may be argued that the 

financial gap to some extent exists due to a competence gap. The financial gap in turn 

may cause constraints on the ITV’s abilities to acquire additional competence to its 

own operations, saying that the financial gap ultimately may lead to a lack of 

competence. Though ITVs are focused in this paper, ITVs vary widely in their needs 

since they vary e.g. in respect of their own competence and financial background. 

Therefore, the ITVs may have different demands of competence and finance for 

exploitation of innovations. A gap between the demands and supplies of competence 

and finance may be referred to as a misfit. A misfit may constrain the ITVs’ 

opportunities to exploit an innovation. On the contrary, a fit between the ITVs’ 

demand and the supply may consequently be positive for exploitation of innovation. 

Based on this reasoning an overall proposition is proposed in this paper, namely; 

  

Proposition 1: A fit between the ITVs’ demand and the sources’ supply of finance 

and competence will be positively related to exploitation of innovation. 

 

3.3 Financial actors – finance and competence matchmaking. 
 

The financial actors with potential to meet the needs may vary in what they can offer 

in terms of finance and competence. Inspired by Sörheim and Landström (2001) we 

suggest that how well the fit between the financiers’ supplies and the ITVs’ demands 

will be depends on how well the financiers’ supplies match the venture’s needs. The 

emphasis in the needs may vary both in the amount of competence needed and in the 

amount of financial means needed, and this is illustrated in the model below. Based 

on the model a number of propositions are proposed.  
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Figure 1. A conceptual model of financiers sorted by potential contribution of competence and 

finance.  

 
Based on the idea that a fit between demand and supply generates a positive effect on 

exploitation of innovations we can expect that ventures will search for a fit between 

their needs and the sources supplies. A consequence of such an assumption may be 

that ventures target specific sources that can contribute with what is needed. Therefore 

we can expect various scenarios in the ventures’ search of a fit in order to enhance 

their opportunities for exploitation of innovations.  

 

When the financial need is low a common source of finance is loans from the 

entrepreneur’s family and friends (Scott and Bruce, 1987; Garnsey, 1996), also 

referred to as bootstrap finance (Bhide, 1992; Winborg and Landström, 1997; 

Malmström et al, 1999). Family and friends may be more willing to invest at a lower 

price compared to Venture capital firms and the loss of control is minimal when using 

family and friends. However, such financiers seldom bring critical competence to the 

venture. In fact, such finance has been referred to as “dumb money” while Venture 

capitalists on the other hand have been referred to as “smart money” according to 

Bagley and Dauchy (1998). Not to say that family and friends cannot contribute with 

competence, but generally, the contributions are quite limited compared to the 

potential competence contributions from the Venture capitalists. Since, Venture 
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capitalists generally want to invest a substantial amount of money that may be one 

reason why Venture capitalists are not of interest to the ITVs when the financial needs 

and competence needs are low.  

 

Proposition 2: The probability of ITVs using micro subsidiaries/family and friends 

increases when the financial needs and competence needs are low. 

 

Generally, ventures are quite reluctant towards using new equity finance like for 

instance venture capital. They prefer to use loans over new equity finance much due 

to that they can sustain full control over their business. Such preferences have been 

referred to as a Pecking order by Myer (1984). However, Winborg (1999) found that 

when ventures experience a need for finance, their attitudes towards using new equity 

finance becomes more positive. Accordingly, it appears reasonable to assume that 

when the financial needs are great the ventures are more willing to use venture capital. 

Adding to this a need for additional competence, it can be expected that use of venture 

capital finance even becomes a first hand choice for many ventures. Thus, great needs 

for finance and competence increases the probabilities for ventures choosing 

cooperation with Venture capitalists in order to meet the competence and finance 

needs. 

 

Accordingly, a key assumption is that when a Venture capitalist financier provides 

competence the venture presumably learns from it and the venture will as a 

consequence stand a better chance of becoming successful in exploitation of 

innovations (Bygarve and Timmons, 1992; Sapienza, 1992). For instance, Sapienza 

(1992) reported that Venture capitalists contribution was positively related to the level 

of innovation in a new venture. On the contrary, MacMillan et al (1989) could not 

find a relationship between the level of strategic and operational contribution provided 

to new ventures and performance. Some have even suggested that the Venture 

capitalists may get in the way of a venture’s progress by forcing the entrepreneur to 

become overly concerned with short-term results (Gomez-Mejia et al, 1990; Steier 

and Greenwood, 1995). Still, Gompers and Lerner (1998) state that Venture capitalists 

are active contributors in the ventures they finance. Barney, Busenitz, Fiet and Moesel 

(1996) examine these contributions and conclude that by contributing with non-

financial assistance the Venture capitalists may at least partially contribute to the 
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improvement of the venture’s performance. Mason and Harrison (1999) go further by 

stating that Venture capital is an engine for promoting innovation. 

 

An advantage with using Venture capitalists is the competence which they may 

contribute with (Bagley and Dauchy, 1998). The experience with handling 

development processes and know how to grow a venture and the access to a large 

network of contacts that may help the venture succeed and valuable assistance in 

recruiting are some of the competence attributes which venture capital firms can 

contribute with (Bagley and Dauchy, 1998).  

 

ITVs typically attempt to establish themselves on the market through the development 

of new technology innovative products (Timmons and Bygarve, 1986). In a rapidly 

changing technology context a heavy demand is placed on the competence of the ITV. 

Barney et al (1996) report that operational assistance from Venture capitalists, in 

terms of e.g. customer relations and work routines, is more highly valued when the 

tasks involves greater complexity and uncertainty. ITVs based on technological 

innovation may be scientifically competent but lack other necessary competences in 

areas such as marketing (Gomez-Meija et al, 1990). This is expected to be especially 

evident in the early stages since the venture may want to attempt to develop a 

commercially viable product and coping with growing operational demands on the 

venture. Inventions and prototypes may have limited commercial viability if the 

venture is unable to simultaneously with the technology innovation intensity develop 

larger scale manufacturing processes and nurture the customer contacts and adjust to 

market dynamics. Characteristically, Venture capitalists have the market competence 

needed in order to enhance the opportunities to exploit an innovation. 

 

For instance, Barney et al (1996) found that the ITVs may search for additional 

competence support from Venture capitalists depending upon the ITV’s own 

management team’s experiences within the industry in which the ITV operates. 

Barney et al conclude that when the industry is new to the management team they 

appear to appreciate the Venture capitalists contribution in terms of competence 

regarding business management. One reason according to Barney et al (1996) is that 

the management team is still learning how to compete in the new industry. Expressed 

differently, when the competence need is high the ITVs appear to fill that need and 
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search for competence where it can be found: at the Venture capitalists. Barney et al 

(1996) argue that higher level of industry experience among the ITVs management 

team enable the venture to develop market-specific knowledge and key relationships 

with suppliers and customers. A lack of such industry experience may be 

compensated by searching for a financier having such experience. Since Venture 

capitalists financiers generally focuses on a specific industry such a fit between an 

ITV’s need for competence and possible contribution of that competence is highly 

possible. Consequently, it may be expected that the need for additional competence 

support may be more critical given that the ITV operates in a, for them, new industry. 

Given a great need for finance and competence, Venture capitalists competence 

contributions may be more sought for by ITVs. 

 

Proposition 3: The probability of ITVs entering cooperation with Venture capitalists 

increases when the financial needs and competence needs are great/high. 

 

Venture capitalists’ hesitant to invest in situations with high technical uncertainties 

with uncertain output from innovations may cause a high dependency on public sector 

funding.  

 

“Rationales by government support of innovations are according to Chang, Shipp and 

Wang (2002) based on theories and evidence that the social benefits are greater than 

the private returns. Government programs supporting early stage technologies 

development help promising technologies to reach from invention to innovation – that 

is make the transition from the laboratory to the marketplace. From demonstration of 

“proof of concept” to commercial introduction of a new technology product or 

service in the marketplace.” Private sector and individual firms have according to 

this policy perspective not incentives enough to carry out R&D’s as is social optimal 

since they cannot gain all benefits from such investments.  

 

When looking at financing from the ITV's perspective, it becomes clear that many 

ventures use financial sources more widely than just using traditional external capital. 

In order to gain the means needed the ventures can choose various financial solutions 

offering different conditions or terms for the financial choice. As mentioned above, 

using loans may limit the degree to which the ITV needs to let go of control of the 
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business. Bhide (1992) argue that a common wisdom is that bank loans can be a cheap 

alternative to external equity. Findings made by Winborg and Landström (1995) 

prove that managers of small ventures in general perceive loans provided by banks as 

an appropriate financial form for their business. However, the same managers note 

that in general the competence contributions of relevance for their businesses from the 

banks are limited. Many of those managers claimed that their bank officials lacked 

knowledge about their line of business and that their advices came in a standardized 

way and were not very useful. Accordingly, it can be argued that the sources 

providing loans seldom offer hands-on advice that could help out in the exploitation 

of innovations. On the other hand, banks and governmental loans may provide a 

substantial amount of financial means. Mayer, Holzheimer and Glidden (2005) 

conclude that the success of innovation exploitation is partly due to the governmental 

funds supporting high risk research and development. Thus, it may be argued that 

ITVs turn to loan providers for provision of financial means and not for provision of 

competence.  

 

Proposition 4: The probability of ITVs using loans increases when the financial needs 

are high and competence needs are low. 

 

Moving innovations from the laboratory into the marketplace tend to be a critical 

phase in firms’ lifecycles. (Gompers and Lerner, 2001). “It has been previous noted 

that when lead times on product development is very long e.g. 10 years prior to 

launch, the final marketing part of the product innovation cycle may be inadequately 

funded due to scarcity in capital resources” (Oakely,1991). We also suggest that this 

scarcity may be due to lack of competence, e.g. of market competence. Moving 

innovations from the box where a low amount of capital and a low amount of business 

competence are needed may require a first shift in need of business competence. 

Mentors and incubators may partly serve as a bridge from the laboratory to the 

marketplace. This step may be followed by a step with a high need of capital and a 

high need of business competence. 

 

Nevertheless a low success rate of applications for public funding by ITV’s are 

identified in Oakely et al (2003). This indicates that the ITVs do not have competence 

needed for providing accurate applications. Oakely et al suggest help from external 
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advisors such as mentors and incubators, who helps the ITV with the applications. A 

less developed ITV may be limited in the sources available to choose among and may 

be directed to use some form of incubators or mentors. Incubators and mentors may 

contribute with a high level of competence but the financial means which they can 

supply are limited (Lehrer and Asakawa, 2004; Cooke, Roper and Wylie, 2003; 

Chang, Shipp and Wang, 2002). Lindholm Dahlstrand and Cetindamar (2000) 

acknowledge incubators as having an indirect financial impact on innovation 

financing. Lawton (2002) and Harding (2002) also acknowledges incubators as 

structural support factors for success in exploitation of innovations. So an ITV with a 

high need for competence and a limited need for finance may find a fit by using 

incubators and mentors. Dubocage and Rivaud-Danset (2002) and McGlue (2002) 

support the idea that essential competence can be found in actors such as incubators. 

Barney et al (1996) agree that ventures may search for competence from e.g. 

incubators. Mayer, Holzheimer and Glidden (2005) conclude that incubator facilities 

and mentor services are necessary competence support for the success of innovation 

exploitation. For instance, an incubator can provide the ITV with the competence 

directly or indirectly via providing access to the proper competence. This may be 

essential for ITV’s which lack experiences of the industry in which they aim to 

exploit the innovation. Accordingly, there are ITVs that have no or a limited need for 

finance but still have a great need for competence contribution. Hence, given a limited 

need for finance it may be expected that ITVs search for additional competence 

support from incubators or mentors and thus: 

 

Proposition 5: The probability of ITVs using incubators/mentors/advisory boards 

increases when the financial needs are low and the competence needs are high. 
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4. Discussion and implications. 
 

ITVs are connected to a high degree of uncertainty. The path for exploitation of 

innovation and ultimately growth in ITVs seem to be curvy and the decision-

processes iterative. Though, strategies for acquiring proper competence and finance 

for reaching the goals of innovation exploitation stated in this paper may straighten 

the path, progress the decision-processes, and thus improve the possibilities for 

bridging the Darwian sea where inventions turn into innovations. Accordingly, the 

present paper has implications for innovative ventures planning their strategies for 

acquiring competence and finance aiming for exploitation of innovations and thereby 

business development and firm growth. It has implications for in terms of Chang, 

Shipp and Wang’s (2002) developing of a “Funding landscape for early stage 

technology development”.  

 

A suggestion based on this paper is that ITV:s need to establish strategies for 

exploitation of innovations which focuses on how to acquire proper competence and 

finance. This paper implies that a fit between the competence and the capital needed 

and the supply of competence and finance enhances the opportunities to succeed in 

exploitation of innovations. ITVs could use the proposed model to match their needs 

with the appropriate source of supply. By matching needs with the “right” supply 

attempts can be made by the ITVs to close the gap(s) in terms of competence and/or 

finance and consequently overcome the innovation gap.  

 

The model developed in this paper offer possibilities to sort out how the needs of 

ITVs can be handled and therefore the model also offers an opportunity to understand 

ITVs actions which may facilitate for policy makers when creating an infrastructure 

for ITVs to exploit their innovations. We quote Wessner (2002) who wrote: “Building 

the infrastructure to create an environment where new ideas and innovations can be 

leveraged into products with commercial applications is a significant feature of the 

New Economy. Small business plays a vital role in the development and introduction 

of valuable new technologies.”  
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When making choices of supply ITVs should not only be concerned with the level of 

competence that needs to be acquired but also the type of competence needed. It is 

important to use a proper type of financier for gaining access to proper type of 

competence. Exploitation of innovation requires not only the technical competences 

but the market related competences and ITVs seldom have all the required expertise 

in-house, which enables them to handle the commercialization phase well.  Instead, by 

acknowledging the need and identifying surrounding competence as potential supplies 

to be used the opportunities for successful exploitation of innovations increases. ITVs 

seeking for financial means may aim for using family and friends or loans. Family and 

friends may require less interest in return but may enforce more social pressure on the 

venture to perform well in terms of exploitation of innovation and these financiers 

may be less patient in waiting for a pay-off compared to banks and governmental 

loans. 

 

When the need for competence is high, the ITVs may choose between 

incubators/mentors and Venture capitalists. Seeking competence from 

incubators/mentors has the advantage of sustaining full control of the venture 

compared to using a Venture capitalist. On the other hand the incentives to succeed 

with the exploitation of innovation are greater for a Venture capitalists compared to 

the incubators/mentors due to the financial investment made by the Venture capitalists. 

Such incentives indicate that the competence engagement may be greater when a 

Venture capitalist is used compared to an incubator/mentor. 

 

On a general level it could be argued that Venture capitalists contribute with high 

levels of competence. Still, it may be worth noting that the level of contribution in 

terms of competence of the individual Venture capitalist may vary greatly. According 

to Barney et al (1996) the Venture capitalists vary widely in their level of 

involvement in the ventures they finance. Some Venture capitalists prefer a laisse-

faire approach whereas others think that they must be involved if they are to 

ultimately receive high rewards. Consequently, the level of competence contribution 

to expect may be an important issue for ventures to consider when searching for a 

Venture capitalists financier. Barney et al (1996) also found that the optimal level of 

competence contribution from a Venture capitalist financier is contingent on the 

ventures openness to learning. In addition, Venture capitalists have different 
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approaches to their engagement in a venture. Though they all may contribute some 

may choose to have a “hands-off” approach while others choose a “hands-on” 

approach (Sadtler, 1993; Barney et al, 1996).  

 

It has been pointed out that ventures has preference on how to finance their businesses 

(see e.g. Myers, 1984; Malmström et al, 1999) as well as how to acquire competence 

to their businesses (Malmström, 2007). However, in the context of focusing ventures 

aiming for exploitation of innovations the gap discussion may have to be revised. 

When looking at the gap from the demand side of ITVs the preferences navigating the 

choices may change from the issue of remaining control to the issue of succeeding in 

exploitation of innovation. A shift in the navigating preference is proposed to cause a 

shift in how the needs of finance and competence are handled. Empirical testing of the 

propositions proposed in this paper is necessary and this is for future research to find 

out.  
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