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Abstract. 

Most entrepreneurs face a significant practical problem when it comes to 
competence acquisition. Unfortunately a review of the literature suggests 
that scholarly study has paid limited attention to how competence 
acquisition is handled in small firms. Compared to their larger 
counterparts, entrepreneurs in small firms need to act differently to 
manage acquisition of competence. This arouses interest in finding out 
more about how small firms act in their acquisition of competence. To my 
knowledge this is the first attempt to study this complicated issue.  

It cannot be disregarded that there could be better and worse ways of 
handling a need for competence in a firm. Therefore, an attempt is made 
to try to find factors that predict how small firms acquire competence, and 
also how different modes of acquiring competence can influence firms’ 
competitive advantages. Five variants of competence acquisition modes are 
included; the internal, the social network, and the market. The last two 
come in two separate variants, to access temporarily or to absorb by 
internalizing the competence.

This thesis consists of two volumes. In the first volume, a model for 
competence acquisition in small firms was developed. The present volume 
tests the model for competence acquisition in a sample of 842 small firms. 
The findings indicate how competence is acquired and determines firms’ 
competitive advantages. Small firms appear to acquire competence in a 
particular order in line with the Pecking order theory. The use of an 
internal mode is preferred over the social network variants, and the social 
network variants are preferred over the market mode variants. A firm’s 
competence base is a relevant predictor for how competence is acquired in 
all model tests. But also, the entrepreneur’s experiences, the entrepreneur’s 
tolerance for ambiguity, and the business concept are of consequence to 
the use of modes and competitive advantages. Small firms stretch their 
business arena via use of external modes. However, use of external modes 
does not seem to revolve around those competencies that are directly 
related to a firm’s competitive core. The nature of the stretch could rather 
be referred to support activities for the internal acquisitions and the firm’s 
competence base, which both appear to relate to competitive advantages. 
The analyses acknowledge that the model may be more or less robust in 
different sub-samples. Hence, a contingency approach is recognized, 
where environmental uncertainty and complexity of technology make up 
the contingency factors. The modeling procedures report better adequacy 
in sub-samples having high complexity and high uncertainty.  
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Preface. 

This study was designed to consist of two Volumes. The first Volume 
(Malmström, 2002, Acquiring Competence to Create and Sustain Competitive 
Advantages – A study of four high technology firms) aimed at obtaining a 
deeper understanding of mechanisms regarding the phenomenon of 
competence acquisition. Since the phenomenon of competence 
acquisition is fairly new in the field of strategic management, it appeared 
to make sense to design this study so as to begin with an approach where 
understanding the phenomenon was in focus. The second Volume was 
designed to take the understanding of the phenomenon generated in 
Volume One to the next level. More specifically, Volume Two aimed at 
generalizing our understanding of how small firms work with competence 
acquisition. Taken together, the design of two Volumes has the advantage 
of complementing each other’s strengths and helps to overcome each 
other’s weaknesses. 

The design of the study aimed at addressing the research questions as 
follows: The overall questions were meant to be answered by the 
complete thesis, that is, both Volumes. The more specific research 
questions formulated in each Volume are addressed and answered in each 
Volume.
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* The aurora borealis appears in the arctic sky 
during the winter.

               1.
Competence
Acquisition - a 
Phenomenon Worth 
While.

This study focuses on the use of 
competence acquisition modes and is treated in two parts, Volume One and 
Volume Two (this volume). The way these parts are connected is presented 
in the preface while the purposes are presented below. Chapter One provides 
an introduction where the area of interest in the present study, competence 
acquisition, is described and the research questions are stated. In addition, 
the purposes of the present study and the overall purposes are presented. 
Finally, an outline of Volume Two is presented.  

1.1 Purposes of the Entire Study. 

The overall purposes of the entire study, that is, both Volume One 
(Malmström, 2002) and the present Volume, Volume Two, are; 

to describe how small firms acquire competence 
to create an understanding by identifying factors that can affect how 
small firms handle competence acquisition, and why these factors 
affect the acquisition of competence 
to develop and test a model about competence acquisition.

Can a phenomenon like the aurora 
borealis, be caught? * 
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1.2 Interest in Competence Acquisition. 

It is a fact that the phenomenon of competence acquisition is of interest to 
practitioners. A glance at competitive trends in the business world may 
shed some light upon this statement. Many managers seem to look for the 
“recipe for success” and such “recipes” seem to appear in trends. Recall 
the Henry Ford model about building hierarchy where scale of economy was 
considered the way to success, and this was one such “recipe” that won echoes 
around the world of business. In fact, during the 1970s and 1980s, it was 
still common and considered important to build large entities and to keep 
tight control of the chain of business internally.  

Remember the “recipe” in the 1980s when Jan Carlzon, CEO of 
Scandinavian Airlines System noised about tipping the hierarchy over as the 
way to success and several firms tried to copy this “recipe”. However, the 
fundamentals of the “recipe” seem to change over time. Lately, the 
“recipe for success” has been focused on tearing the hierarchy down; 
instead, networking has been viewed as the way to success. As a 
consequence, there was a clear decline in building large entities in the 
1990s. Back to basics and focus on core business were the buzzwords 
considered important. Regardless of the recipes’ nature, these “recipes” 
have one thing in common; they all focus on how to acquire competence 
in order to reach for firm success. Expressed differently, the issue is to 
commit to a long-term strategic use of competence acquisition modes. 
Hence, these examples state the obvious; in the business world, handling 
competence acquisition has always been considered an important issue. 

However, little focus has been placed on how competence acquisition is 
handled in small firms, although for instance, Teece (1986) suggests that in 
a small firm acquisition of competence is an important issue. It cannot be 
expected that small firms should act in the same manner as large entities 
act. Since competence is embedded in people, firm size becomes strongly 
related to competence. This states the obvious; small firms are not likely to 
hold all relevant competence internally, which large firms could (Teece, 
1986; Bellini, 2000). Oviatt and McDougall (1994) also maintain that 
small firms often lack sufficient competence through ownership; they tend 
to internalize, or own, a smaller percentage of the competence essential to 
their survival than larger firms do (Tidd and Trewhella, 1997). However, 
Tidd et al (2001) also argue that small firms make less frequent use of 
outside sources of knowledge than large firms do, reflecting their limited 
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capacity to absorb outside knowledge. Still, Murray and Worren (2001) 
propose that small firms may be better at competence acquisition than 
large mature firms based on the notion that small firms are more creative 
in identifying problems, manage product development processes more 
flexibly, have a better climate for innovation and use networks of 
individuals better. 

Many authors emphasize the need for small firms to engage more in 
strategic activities. For instance, Tidd et al (2001) stress that small firms, 
just as large firms, need to concern themselves with their market position, 
their technological path, and their organizational processes, and their 
competence-building. Taken together this arouses interest in finding out 
more about how small firms act in competence acquisition.  (See Volume 
One, Section 1.1.5 for details). Perhaps “recipes” like those discussed 
above are not present and used in small firms. 

My intention is not to provide another “success recipe”, but to propose a 
model for entrepreneurs to use, and consequently, provide a tool for 
developing their own path towards firm success. Accordingly, one wish 
with this work is to provide a tool for firms that can facilitate their 
analyzing procedure and work as a guide for conscious actions on the way 
to their own firm success. Expressed differently, hopefully the model can 
help entrepreneurs to get into the “driver’s seat” of their firm instead of 
being a “passenger” and let the surrounding environment determine the 
firm’s path, and second to create a map for more informed “driving 
directions”.   

1.3 Appropriate Competence Acquisition Strategies – the 
Need for a Guiding Model.

The fact that knowledge often is intangible and silent leads to a problem 
when one firm tries to apply another firm’s “recipe for success”, as the 
copying firm might overestimate the importance of concrete and tangible 
aspects of competitors’ actions, and, simultaneously, underestimate the 
importance of the competence and the underlying philosophy that guides 
the other firm’s actions. Single actions can be essential, but once they are 
viewed as part of a context, in a system of actions, they make more sense 
as they can be connected to a firm’s philosophy for what provides 
competitive advantages. As firms usually differ in their philosophy, and the 
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contexts in which the firms operate differ, copying a “recipe” from one 
firm to another rarely leads to the desirable and expected results. As can be 
learned from history, no single version of “recipe for success” is 
completely wrong, or totally right for that matter.

Reed and DeFillippi (1990) argue that sustained competitive advantages 
are not derived from a fixed stock of competence. Rather, they are the 
result of continuous competence accumulation, which generates and 
replenishes the barriers to imitation that permit sustainability of 
competitive advantage over competitors. Thus, investment and 
reinvestment in competence are important for competitiveness where 
competitiveness arises, not from a static competence base, but from a 
changing competence base (Collis and Montgomery, 1995).

There are advantages and disadvantages with each approach to acquiring 
competence. One advantage from choosing an internal acquisition mode 
(in line with building hierarchy) is the potential high performance offered 
due to the strong grip of the firm’s competitive advantage. However, 
there is a time problem for firms when trying to handle “everything” 
internally as it may be a long and time-consuming affair. Accordingly, 
there appear to be trade-offs between time and control when choosing 
how to acquire competence. (See Tidd and Trewhella, 1997; Volume 
One).

Since it may be argued that no one single way to success exists, the 
alternatives of options for handling a particular situation at hand need to 
be analyzed and interpreted, and converted into actions. It is here 
suggested that the firms owns specific essence needs to be x-rayed in order 
to make sure that appropriate actions are chosen. The insights from the 
analysis may then be converted into actual acquisition actions. Knowledge 
put to use is, in fact, competence1.

Few firms have explicit criteria for what they base their competence 
acquisition decisions on (Tidd and Trewhella, 1997), and therefore, a 
model for developing such strategies appears important for enhancing the 
awareness in actions among practitioners. This implies that firms could 
benefit from having clear objectives for each competence acquisition 
process. Consequently, building conscious strategies for how to manage 
competence acquisition may be important for a firm to build and withhold 
continuous competitive advantages.
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1.4 Summary – Volume One.  

One important result from Volume One is the developed and revised 
model for detecting and building competence acquisition strategies. This 
model proves to have potential for serving as a navigating tool among 
choices of modes (Volume One). With the model it is suggested that firms 
may benefit from developing strategies for competence acquisition that are 
in line with the firm’s competence base, the firm’s business concept, and 
characteristics of the entrepreneur, and the characteristics of the 
surrounding environment. In fact, such strategies are proposed to facilitate 
creation of competitive advantages.

In Volume One, three modes of competence acquisition are identified, 
which may be used when acquiring competence to reach for competitive 
advantage, namely: internal, social network, and market acquisition mode 
(Sanchez, Heene, Thomas, 1996; Bellini, 2000; Volume One, Chapter 3). 
These three modes will be further dealt with in the present Volume.  

As competence is in focus it might be important to repeat the definition of 
competence used in the complete thesis. Competence is defined as (See 
Malmström, 2002, Chapter 2 for details); 

an ability to handle situations in a way that serves productive purposes 
in the firm. The ability is based on knowledge2 that is needed to act 
efficiently and effectively in a situation. 

The focus in this study is on three strategic types of competencies 
identified as important for competitive advantages. These are the 
technical, the operational, and the market competence (See e.g. Hamel, 
1994; Tidd, Bessant and Pavitt 1997; Berglund, Blomquist, 1999; Moreau, 
2000; Bellini, 2000). (See Volume One, Section 1.1.2 and 3.4.2 for 
details).

It is commonly assumed that for competitive advantages to be built, the 
firm needs to develop its line of business. It is often taken for granted that 
technology is the driving force behind development including 
innovations, pointing particularly at technical and operational competence 
as important driving forces for the technology development. These 
competences are commonly referred to as the firm’s ability to design and 
manufacture a physical product with certain features (see e.g. Danneels, 
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20023). However, there has to be a market for the development in order 
for it to become a success and thereby create competitive advantages. This 
pinpoints the importance of knowing the customers’ current and potential 
future wants and needs for a development. Thus, market competence is 
also a driving force behind development (Cooper, 1979, 19844; Rothwell, 
19925; Souitaris, 2002). Danneels (2002) also argues that the ability to 
judge the market potential of the product is important. Market 
competence6 can be seen as the ability to serve certain customers. 
Narasimha (2001) argues that the proportion of new product introductions 
that fail because of shortcomings in marketing is probably as high as the 
proportion that fails because of technological shortcomings. This pinpoints 
the importance of considering all three strategic areas; product 
development, production, and marketing when reaching for competitive 
advantages.

A contingency approach will be used to address the research questions, 
where environmental uncertainty and complexity of technology make up 
the contingency factors. 

The overall research problems of the entire study are: How do small firms 
acquire the competence needed for competitive advantages? What important factors 
can explain how small firms acquire competence? How are actions in competence 
acquisition and such factors related to competitive advantages? 

The specific research questions for Volume Two are: 

To what extent do small firms acquire competence?

How do small firms with strong competitive advantages acquire 
competence compared to small firms with weak competitive advantages? 

What important7 factors influence competence acquisition in small 
firms?

To what extent do important factors and competence acquisition 
influence competitive advantages in small firms? 
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1.5 Purposes of Volume Two. 

The study is characterized by a contingency approach. The purpose of the 
present study, the Volume Two is to test the model developed in the 
Volume One, and thus; 

(1)  to describe and compare how small firms handle their acquisition 
of competence for competitive advantages, and

(2)  to develop and test a model that explains how important factors 
relate, on the one hand, to the use of competence acquisition 
modes, and on the other hand, competitive advantages.

The purpose of testing the model includes identifying whether the 
important factors may influence the choices of competence acquisition 
modes, and attempting to explain how they influence the choices of 
competence acquisition modes. Further, it includes how the use of 
competence acquisition modes can contribute to competitive advantages.

1.6 Disposition of Volume Two. 

In Chapter Two the conceptualization is developed. First, strategic use of 
competence acquisition modes for competitive advantages is discussed. 
Then, the model developed in Volume One is further elaborated. The 
parts of the model and relations in the model are dealt with.

A discussion of method and methodology follows in Chapter Three. This 
Chapter begins with details of my scientific positioning in the present 
study. Operationalizations of concepts are described as is the process of 
developing the questionnaire. In addition, the analysis procedure used and 
other details in the research process are presented in this Chapter. Last in 
Chapter Three, a discussion of reliability, validity, and practicality is 
elaborated. 

Chapter Four contains mainly descriptive statistics, where the focus is on 
how small firms acquire competence. First, the overall use of modes is 
presented. The presentation distinguishes between firms with strong 
competitive advantages and firms with weak competitive advantages and 
focuses on how the use of competence acquisition modes is handled by 
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the two groups. Second, the use of competence acquisition modes is 
presented in four contexts based on the contingency factors, (1) low 
complexity, (2) high complexity, (3) low uncertainty, and (4) high 
uncertainty.   

In Chapter Five structural equation modeling technique is used in order to 
test the model as a whole. The intention is to test the model to unveil 
what patterns in the use of competence acquisition modes may look like 
and what the related effects of different combinations of activities in use of 
competence acquisition modes are. First, the model is tested on the full 
sample. Second, the model is tested on four different sub-samples to 
account for possible moderation effects depending on complexity of 
technology and environmental uncertainty.  

Chapter Six ends this thesis by focusing on discussing the results with 
concluding remarks drawn from this study and the entire thesis. 
Implications for theory, research, and practice make up the essence of this 
Chapter. Limitations of the study are also discussed in this Chapter.
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1.7 Endnotes Belonging to Chapter 1. 

                                                          
1 See Volume One, Chapter 2 for details on definitions.
2 Knowledge includes skills, facts, comprehension and intimate knowledge, See 
Volume One section 2.1 for details.  
3 Danneels (2002) discusses operational competence as the ability to make a certain 
product and the ability to develop new operational competences. Technical and 
operational competence involves, according to Danneels, judging the technological 
feasibility of the product (i.e. can the firm produce the physical product with certain 
features) and the judgment is related to the firm’s resources such as: design and 
engineering know-how, product and process design equipment, manufacturing 
facilities and know-how, and procedures for quality control. 
4 Cooper (1979, 1984) associates innovation with a marketing program, featuring 
strong user linkages and a significant effort towards identifying user needs, 
pinpointing market research competence as an important type of competence. 
5 Rothwell (1992) also suggests that a strong market orientation is directly related to 
innovation, pointing out the importance of market competence. 
6 Danneels (2002) views this competence as constituted by market-related resources 
such as: knowledge of customer needs, preferences, and purchasing procedures, 
distribution and sales access to customers, customer goodwill or franchise reflected in 
the reputation of the firm and its brand, and communication channels for exchange of 
information between the firm and customers during development and 
commercialization of the product.
7 Important factors are those which are identified as important in the theoretical 
framework and in Volume One.  
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Have you ever felt like you had a 
mountain to climb? *

* The Kebnepakte glacier besides the mountain 
Kaskasapakte, part of Kebnekaise. August 2000.  
Photo: Malin Malmström

2.

A Theoretical 
Framework.

This Chapter begins with a theoretical 
overview by describing strategic use of 

competence acquisition modes for competititve advantages. The Chapter is 
then organized according to the building blocks of the research model. The 
competitive advantages are elaborated first and the variables included in the 
concept of “competitive advantages” are discussed. A discussion of modes of 
competence acquisition follows, as do relations between competence acquisitions 
and competitive advantages. Further, the three essential factor groups of the 
model are covered one by one starting with the competence base, followed by 
the business concept, and then the entrepreneur. Last, the competence 
acquisition modes are discussed in relation to contingency factors. Each section 
deals with the building blocks, as well as relations to the competence 
acquisition modes. 

2.1 Strategic Use of Competence Acquisition Modes.  

Theories try to describe essential aspects of a phenomenon of interest and 
to identify and explain causal relationships involving a phenomenon. A 
number of theoretical perspectives have been offered for why a specific 
competence acquisition mode ought to be used in order to reach 
competitive advantages (see Volume One, Chapter One). To address the 
purposes of this study, a frame of references was built from such theories. 
In the present thesis, I draw upon the resource-based view, (Penrose, 
1959; Barney, 1991; Wernerfelt, 1994; Collis and Montgomery, 1995; 
Ylinenpää, 1997), the strategy literature (See e.g. Volume One, Section 
1.1.3), and the competence-based view (Hamel and Heene, 1994; 
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Prahalad and Hamel, 1994; Sanchez, Heene and Thomas, 1996) in which 
the two views; the resource-based view and the strategy literature come 
together. The entrepreneurship literature is also incorporated in the frame 
of references. (Schumpeter, 1946; Granovetter, 1973; Dyer and Singh, 
1998; Wiklund, 1998; Shane and Venkataraman, 2000) 

Its dynamic perspective is essential in the resource-based view of the firm: 
how the firm evolves and grows over time through its deployment and 
accumulation of resources (Penrose, 1959, Robins and Wiersema, 1995). 
In the resource-based view, creating a sustainable competitive advantage 
implies that a firm’s resources must have four characteristics: (1) they must 
be valuable, (2) there cannot be strategically equivalent substitutes, (3) they 
must be imperfectly imitable, and (4) they must be rare among 
competitors (Dierickx and Cool, 1989; Barney, 1991). Thus, the resource-
based view leads inevitably to a focus on imitability of non-purchasable, 
intangible, firm-specific and embedded types of resources. Accordingly, 
the sustainability of competitive advantage is a function of various barriers 
to imitation (Wernerfelt, 1984; Chakraborty, 1997). One such barrier to 
imitation may be found in the degree of complexity in the process of 
offering products and services to the market (Simon, 1977).

Montgomery (1995) observes tendencies hindering the fulfillment of the 
promise that the resource-based view shows to help understand 
competitive advantage. One such tendency concerns the ignorance of the 
fact that the rent producing capacity of resources decays. Hence, 
integrating the acquisition approach appears to be important when aiming 
for developing the resource-based view. 

Penrose (1959) argues that resources are the foundation for firm renewal, 
and that the accumulation of resources, in turn, impacts in which direction 
the firm development is likely and possible to go. According to Penrose, 
the direction of innovations in a firm is not random, but is closely related 
to the nature of existing resources and the type and range of productive 
services they can render. Narasimha (2001) suggests that the resource-
based view takes the perspective arguing that firm-based resources stand a 
better chance of generating long-run rents than do environment-based 
resources (Dierickx and Cool, 1989; Barney, 1991; Amit and Schoemaker, 
1993; Peteraf, 1993). McGarth, Tsai, Venkataraman and MacMillan 
(2001)8 view competence as particular combinations of firm-specific 
resources, which allow a firm to meet its objectives. Increased 
competence, therefore, should accompany increased ability to achieve 
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objectives. Consequently, it is argued that an internal acquisition of 
competence be used in order to achieve competitive advantage. Taken 
together, this suggests that competence ought to be built and retained 
internally in order to lead to continuous competitive advantage.

Accordingly, it is suggested in the resource-based view that building 
competence internally by using an internal mode of competence 
acquisition is crucial for continuous competitive advantages. This 
argument is based on the perspective that sustainability of competitive 
advantage is a function of various barriers to imitation. This idea is also in 
line with the strategy literature. (See Amit and Schoemaker, 1993; Peteraf, 
1993; Narasimha, 2001). Tidd and Trewhella (1997) argue in line with the 
above, that a strategic behavior perspective focuses on firm effectiveness 
and recognizes that the decision on how to acquire competence is driven 
by long-term competitive considerations. McGarth et al (2001) note that 
such long-term competitive considerations regard the consideration of one 
or both of two ways: one, when a firm is able to operate with superior 
efficiency relative to competitors, thus creating a pricing advantage, or, 
two, when a product offers so much customer value that is commands 
prices which far exceed costs, thus creating a value advantage.  

Von Krogh (1995) draws an important conclusion based on the reasoning 
above, namely that purchasable resources can never be sources of 
sustainable competitive advantage. However, this argument assumes that 
only complete competence-packages can be bought, and as a 
consequence, the possibility of combining new and unique competence-
packages of different competencies acquired from a number of sources is 
overlooked, in line with the entrepreneurship literature (see e.g. 
Schumpeter, 1946). The different competence suppliers might not 
recognize this new and unique competence combination, and even if they 
would recognize it, the competencies used in the particular combination 
might not be available to every supplier or buyer, which suggests that 
purchasable competence, can, in fact, offer the potential to create 
competitive advantages. 

In line with the reasoning above, Tidd and Trewhella (1997) take a 
broader stand on how to create continuous competitive advantages by 
arguing that although all strategic competence can be retained internally, 
the firm must be prepared to access enabling competence externally (See 
Sanchez and Heene, 1996). This is especially valid if the overall 
technology is sufficiently complex, they reason. This means that it would 
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not be practical to hold all the necessary competence internally (Deeds and 
Hill, 1998). The suggestion is that firms also may have to turn externally 
to acquire competence9 in order to reach for competitive advantages.

Tidd and Trewhella (1997) argue that using external modes means a 
provision of “windows” on emerging or rapidly advancing areas (Sanchez, 
Heene and Thomas, 1996; Moreau, 2000; Durand and Quelin, 2000), 
which appears to be found important to make good decisions on critical 
matters such as when, or whether, to internalize a specific type of 
competence. This suggests that the use of market or social network 
acquisition modes can complement the use of an internal mode. Tidd, 
Bessant and Pavitt (2001) argue that it is not necessary to contain 
competence within the firm; it is also possible to build upon competencies 
held elsewhere. The crux is to develop the relationships needed to access 
the necessary complementary competence. This reasoning is part of the 
core issues in the competence-based view.

Sanchez and Heene (1996) argue that within the competence-based view 
focus is on analyzing competition as a dynamic contest between 
competences. They argue that competition in product markets is merely a 
shallow expression of the underlying competition over competencies. 
According to Sanchez and Heene (1996), this perspective extends the 
traditional strategy idea of seeking a “fit” between the firm’s capabilities 
and its environment to incorporate that the firm can “stretch” to acquire 
new competences that can change the competitive environment in its 
favour.

The competence-based view emphasis a shift from the strategy view of 
resource allocation to focusing on discovering ways to leverage resources 
across businesses and products. So, the competence-based view considers 
the firm as a portfolio of competences as opposed to the strategy literature, 
which views the firm as a portfolio of businesses. The competence-based 
view also strives for opening the competition view from being not only “a 
battle for market shares”, to being “a contest for opportunity shares” in 
the industries of the future. In other words, the competence-based view 
opens the strategy perspective to admit a more dynamic view on 
competition.
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In the competence-based view, Sanchez, Heene and Thomas (1996) 
describe firms as open systems where stocks and flow of resources, such as 
competence, are important for competitiveness, including resources held 
by other firms that can be addressed. Based on the reasoning of firms as 
open systems, competence is possible to acquire both internally and via 
external solutions for creating competitive advantages (See e.g. Ylinenpää, 
1997; Berglund and Blomquist, 1999, p. 63). When a firm functions as an 
open system it must constantly refill its stocks of tangible and intangible 
resources through interactions with other firms and markets. Strategic 
change in the firm as an open system is motivated by the manager’s 
perceptions of strategic gaps between perceived and desired states. 
Strategic change occurs as a firm’s manager seeks to close strategic gaps by 
changing flows of resources to the asset stocks. (Sanchez and Heene, 1996) 

2.2 Releasing the Transaction Cost View. 

The factor groups, the entrepreneur, the business concept, the 
competence base and the surrounding environment, used for designing a 
model for developing competence acquisition strategies (see Volume One) 
might not be the only factors influencing choice of mode. It has been 
recognized that transaction costs and costs for acquiring competence may 
offer a good explanation of why a specific mode is used. However, Tidd 
and Trewhella (1997) provide results pointing out that transaction costs do 
not fully explain actions in competence acquisition10, as the transaction 
cost theory does not fully explain actual behavior. It appears to be too 
simple an assumption that costs would be the most important factor for 
explaining how competence is acquired. Focusing solely on costs and 
ignoring the fundamental cornerstones on which the firm builds its 
competitiveness could be devastating when pursuing acquisition of 
competence important for sustaining the firm’s competitiveness.

Tidd et al (2001) argue that transaction costs analysis focuses on the static, 
short-term trade-offs between developing an innovation internally versus 
external mechanisms, whereas a strategic learning framework focuses on 
the dynamic, longer-term potential for acquiring new technological, 
market or organizational competencies.
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As pointed out in Volume One, costs do not appear to be central when 
choosing mode of competence acquisition, even though it has been 
argued by previous researchers (Winborg and Landström, 1997) that e.g. 
social network acquisition mode is used for the purpose of lowering costs. 
However, this did not appear to be an important reason in Volume One 
for explaining why the social network acquisition mode was used. The 
main reason argued for using a social network acquisition mode was to 
control for risks. Therefore, it is suggested that a competitive view based 
on strategies is more accurate when looking at how competence is 
acquired. Based on this reasoning, I choose to disregard the transaction 
cost theory in the present Volume. However, the concept of cost may be 
used, as cost is still an important issue when small firms make decisions. 

2.3 The Research Model – an Overview. 

Based on the developed and revised model in Volume One, a complex 
strategic view is offered in the thesis in an attempt to explain competence 
acquisition. It is suggested here that the firm and the characteristics of the 
firm’s context are two sides of what can be viewed as the competence 
strategy coin. Accordingly, it makes sense that the resource-based view’s 
potential for helping understand sources of sustained competitive 
advantage will be better realized if the firm’s context is incorporated into 
analyses of firm activities (Montgomery, 199511; Wiklund, 1998). One 
side, the so-called inheritance factors as named by Tidd and Trewhella 
(1997), relates to how firm-specific factors draw up the lines for how to 
navigate among modes with focus on the firm’s good when acquiring 
competence. Thus, the inheritance factors provide an insight into what 
modes are preferred from the firm’s point of view. The second side relates 
to the firm in a larger picture consisting of the characteristics of the firm’s 
context in which it acts. The larger picture draws lines for use of different 
modes and the characteristics of the context in which the firm acts 
pinpoint the benefits and risks associated with use of particular modes. In 
fact, the characteristics of the firm’s context are suggested to moderate the 
choices of modes in competence acquisition, and the acquisition’s 
generation of competitive advantages. Accordingly, these two sides drive 
the firms’ actions, and both are suggested to provide insights into firm 
actions. The parts of the model will be further elaborated below. (See 
Figure 1). 
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Figure 1. The theoretical research model.

The three inheritance factors, proposed as being central for how 
competence acquisition is handled are: the entrepreneur, the business 
concept, and the competence base (see Volume One). These factor groups 
can be related directly to how competence acquisition is handled, and the 
effects of the acquisition are expected to be found in the firm’s 
competitive advantages. But it is also suggested that in order to be 
successful in competence acquisition, these factor groups need to work in 
harmony when the mode of competence acquisition is chosen. Thomas 
and Pollock (1999) warns for a lack of harmony by suggesting that if the 
entrepreneur has an inadequate understanding of the firm’s resources, such 
as competence and, thus, pursues a strategy inconsistent with the firm’s 
resource base, or fails to recognize a resource such as the competence that 
a firm possesses, then the firm will chronically under-perform and in the 
worst case, fail.
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In addition, it is suggested that not only do the inheritance factors need to 
work in harmony regarding what mode to use; the characteristics of the 
firm’s context, which Tidd et al (2001) describe as the firm’s position, may 
influence the use of the modes. Such characteristics of the firm’s context 
are the environmental uncertainty, and the technology characteristics in 
terms of complexity.

The three inheritance factors, (on the left in Figure 1) refer to stocks or 
structures of the factor groups while, the arrows and the block “acquisition 
of competence” refer to processes taking place and modes that are used for 
acquiring competence. The factor groups on the left may push for the 
process to take place and/or navigate between the choices of modes for 
competence acquisition (see Volume One). The chosen mode of 
acquisition may result in competitive advantages being built and sustained. 
It is conceivable that the result in competitive advantages may, in turn, 
affect and change the structure of the stocks of the three factor groups (See 
e.g. Li and Calantone, 1998; Volume One). However, this possible link is 
outside the scope of the current work. Peteraf (1993), among others, 
describes this as path-dependency (see e.g. Choen and Levinthal, 1990; 
Tidd et al, 2001). Expressed differently, the processes consider how 
competence is acquired, and the result of the acquisition may change the 
structure of the stocks. The three factor groups can be, and most probably 
are, interrelated and, might affect one another. These interrelations are 
discussed in Volume One (Chapter 3.11).  

The arrows in the model illustrate relationships that are to be tested 
statistically in the present Volume. Each of the three factor groups can 
separately and directly lead to competitive advantages and do not have to 
pass via acquisition of competence and this will also be tested. However, 
the focus is on relationships via acquisition of competence. The 
characteristics of the firm’s context are seen as a platform for acquisition of 
competence and may be said to be “contingency-based” (because they 
take into account a multitude of factors that may have an effect on firm 
activities in competence acquisition) in line with how Julien (1998) 
reasons.

Choen and Levinthal (1990) suggest that the development of a pattern in 
competence acquisition actions is domain-specific and is path or history 
dependent. Prior learned problem-solving methods might be applied 
analogically in related areas, suggesting that both the experience and the 
history of the firm matter for how competence is acquired. Choen and 
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Levinthal (1990) argue that firms with higher levels of capacity to absorb 
competence tend to be more proactive, while a modest capacity to absorb 
competence tends to be reactive. They argue that reactive and proactive 
modes of firm behavior remain fairly stable over time. A firm that does not 
develop its capacity to absorb competence will maintain its belief about 
technological opportunities and tend not to change over time, since it may 
not be aware of signals that otherwise would revise its expectations. (See 
Choen and Levinthal, 1990.) 

This Chapter continues with elaborating the model starting with the box 
furthers to the right in the research model, the competitive advantages. 
(See Figure 1).  

2.4 Competitive Advantage. 

Having competitive advantages means that a firm is better than its 
competitors on several levels. Competitive advantages may occur in one 
or both of two ways as suggested by von Hippel (1988, Chapter 4 and 5). 
(1), when a firm is able to operate with superior efficiency12 relative to 
competitors, thus creating a pricing advantage (see e.g. McGrath et al,
1996; Peteraf, 1993), and/or (2), when a product offers so much customer 
value13 that it can command prices which far exceed costs (Day and 
Wensley, 1988; Teece et al, 1991; McGrath et al, 1996). McGrath et al
(1996) argue that rents occur only to the firm whose competence creates 
distinctive value advantage and/or distinctive efficiency advantage, 
preferred by a significant market, and which competitors cannot match. 
McGrath et al (1996) explain efficiency as a source of competitive advantage 
that is much emphasized in the resource-based view (See e.g. Peteraf, 
1993). When a firm is able to overcome the limitations of existing or 
standard practices to do things faster, cheaper or better than the 
competitors, and when the factors that yield this level of efficiency, are 
firm-specific competences, the firm has an efficiency advantage (von 
Hippel, 1988).14 McGrath et al (1996) describe value advantage as when 
the benefit a firm is able to offer a customer exceeds the customer’s cost of 
obtaining that benefit. Then, the firm has created value for that customer. 
If competitors cannot match this value, the firm may be able to command 
what they refer to as premium prices. To the extent this premium price 
exceeds the costs to the firm required to create the benefit, the firm can 
earn high profits, which translate into rents to the extent that others 
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cannot immediately follow (Day and Wensley, 1988; Teece et al, 1991; 
von Krogh, 1995). (See Figure 1).

Competitive advantages include development of the firm. The 
development, in turn, can occur in one or all of the three strategic areas; 
(1) the product area where the development becomes evident in new or 
improved products (Oviatt and McDougall, 1994; Chiesa and Coughlan, 
1994; Tidd and Trewhella, 1997; Kelly and Rice, 2001)15, (2) the area of 
production processes where the development becomes evident in the new 
or improved operational processes (see e.g. Chiesa and Coughlan, 1994; 
Oviatt and McDougall, 1994; Souitaris, 2002)16, and (3) the market area 
where the development becomes evident in the new or improved ways of 
approaching (current) markets, and evident in the outcome from entering 
new markets (Ansoff, 1988; Oviatt and McDougall, 1994; Tidd et al,
2001)17. When such development is new to the surrounding environment 
and to the firm it is called innovation. Consequently, the development 
within the firm’s business areas may have one or both of two characters: 
“how things are carried out”, which refers to the development of the 
processes, and/or “what kinds of things are carried out”, which refers to 
the development resulting in an improved outcome18.

2.4.1 Linkages Between Competence and Competitive 
Advantage.

Building barriers of imitation as means for sustaining competitiveness is 
often emphasized, particularly in the strategy literature. However, what 
cannot be imitated may be innovated around, and activities for building 
barriers might therefore prove to be insufficient for long-term 
competitiveness. An alternative approach to long-term high performance 
is therefore proposed here. This approach considers building continuous 
competitiveness by striving for continuous development and doing so out 
of consideration for competitors’ ability to follow. The striving activities as 
an alternative to barrier-building, mean continuous change.

McGarth et al (2001) draw clear distinctions between the concept of new 
competence and competitive advantage by suggesting different reference 
points for the assessment of each. McGarth, et al (2001) emphasize that 
customers do not buy competence, but products and services created by 
deploying the competence held by the firm. New competence, they 
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argue, is assessed with respect to the firm’s ability to reliably achieve new 
objectives, and the firm’s competitive advantage is decided by the market, 
in the light of competitive offerings. Increased competence, therefore, 
should accompany increased ability to achieve objectives. Chandler and 
Hanks (1993) agree by stating that the competences mobilized by a firm 
can have an important impact on the performance of the firms. 

Accordingly, just because a firm has created a context of competence, this 
does not mean that it has created competitive advantage. Instead, new 
competences may be conceived as potential competitive advantages. The 
acquired competence represents the ability of the firm to do something 
that it could not do before. In fact, to move from competence to 
competitive advantage, a firm must embed its competencies in products 
and services and create customer transactions. Development is viewed as a 
way of incorporating competence into the firm’s product or service. 
Consequently, the desired effect from actions in competence acquisition is 
competitive advantage.

Development comes from ideas, which are put into practice, and ideas 
with potential initially come from competence. Accordingly, having the 
competence to initiate and pursue ideas is important for creating 
competitive advantages and for subsidizing the development process by 
continuing the supply of competence. This need for continuous 
competence supply can be handled by actions in acquisition of 
competence.

2.5 Competence Acquisition Modes.  

The use of different acquisition modes can offer different benefits and 
drawbacks. Accordingly, the modes themselves used for acquiring 
competence may lead to both desired and undesired outcomes. Small firms 
generally seem to be in need of using all variants of modes in order to 
acquire competence (i.e., internal, social network and market). However, 
the effects of using different modes may vary. In this thesis, competence 
acquisition means actions attempting to acquire (or implement) abilities 
that handle situations in a way that serves the productive purposes in the 
firm. Hence, both successful integration and the productive nature of 
competence are acknowledged in this definition. 
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When addressing small firms, a central issue regarding competence is 
whether to deliberately access external competence when needed by 
choosing a networking strategy, or to use internal modes to a greater 
extent after internalizing fundamental competence. Accordingly, the intent 
of the acquisition may vary, either to absorb the competence by 
internalizing it, or to temporarily access the competence when it is 
needed. The distinction between the actions of accessing or absorbing 
competence is the intent at the acquisition point. If the competence is 
intended to be present in the firm for a limited amount of time, regardless 
of how long, it can be viewed as accessed. If the competence is intended 
to be present in the firm indefinitely, the competence can be regarded as 
absorbed. Absorb refers to internalizing competence via, for instance, 
hiring new personnel. One example of accessing competence is to buy the 
services when the service is needed. 

2.5.1 Internal Acquisition Mode. 

Using an internal acquisition mode means using resources that the firm 
owns or controls tightly, which Bellini (2000) and Sanchez et al (1996) call 
use of “firm-specific resources”, in order to develop new or adding 
additional competence. As the use of internal acquisition by definition 
means that the competence becomes absorbed, the intent of an internal 
mode is consequently to internalize the competence. Dyke, Fischer and 
Reuber (1992) argue that using an internal acquisition mode is important 
for innovative ideas (Souitaris, 2002)19 and for creating continuous 
competitive advantage. Internal acquisition20 of competence provides a 
strong grip of what creates the firm’s competitive advantage because 
competence is built inside the firm. (See Sanchez, Heene and Thomas, 
1996; Liebeskind, Oliver, Zucker and Brewer, 1996; Ylinenpää, 1997; 
Berglund and Blomquist, 1999, p. 63; Claude-Gaudillat, 2000; Bellini, 
2000). However, internal acquisition may be a long and time-consuming 
process (Tidd and Trewhella, 1997).

Tidd et al (2001, p. 252 ff) argue that internal acquisition of competence 
brings with it strengths such as being strategically directed and under the 
firm’s full control. Inside the firm there remains knowledge that has been 
developed from learning by doing, which provides the firm with a 
potential for a competitive edge. Choen and Levinthal (1990) also point 
out a consequence from use of internal acquisition, namely an increased 
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ability to exploit external competence, which is often generated as a by-
product from the firm’s internal development work. On the other hand, it 
also brings the weaknesses of high cost and commitments, and the risks of 
no guarantee for becoming a success.  

2.5.2 Social Network Acquisition Mode. 

Using a social network mode means using resources that the firm does not 
own or control tightly, but which the firm is able to address and use. 
Bellini (2000) and Sanchez et al (1996) refer to this use as “firm-
addressable resources”. Such use of “firm-addressable resources” is 
connected to the entrepreneur. What makes external acquisition belong to 
a social network mode is the underlying base for action; a personal or 
professional relationship between the entrepreneur and the collaborating 
partner.21

Social networks depend on the social control of behavior through trust 
and moral obligations (Tidd et al, 2001). Use of a social network mode is 
suggested to dominate opportunism because business and personal 
reputations are at stake that may greatly affect economic rent, which is part 
of the firm’s competitive advantages, in and beyond a spot transaction. 
(See Volume One, Chapter 3). Kelly and Rice (2001) discuss alliances22

such as relationships involving competence activity. Oviatt and 
McDougall (1994) go further saying that a powerful resource-conserving 
alternative to internalization of competence is using the social network.  

Tidd et al (2001) argue in line with Oviatt and McDougall by saying that 
the advantages of using external modes may vary due to the type of 
cooperation and the duration of the cooperation. The results in Volume 
One also indicate that a social network mode may be used for a varying 
length of duration and with a varying degree of formality. This pinpoints 
an important issue, namely that the intent of the use of an acquisition 
mode at a particular point in time may be either to access a particular 
competence temporarily, or to internalize the competence to become a 
part of the firm’s competence base indefinitely.
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The use of a social network mode may offer great gains for the small firm 
(Oviatt and McDougall, 1994). For instance, Tidd et al (2001, p. 252 ff) 
suggest that the use of a social network mode provides the strengths of 
easier access to knowledge that has been developed and packaged by 
someone else. This allows for leveraging internal competence by working 
with firms possessing complementary competencies, without any major 
drawbacks, such as culture conflicts. The results in Volume One also 
indicate that the use of a social network mode could increase the range of 
competences available to a firm, leading to the development of new 
competence or enabling the firm to access needed competence. Claude-
Gaudillat (2000) suggests that the use of a social network mode is a quick 
way of accessing competence. Winborg (1999) adds the advantages for 
lower costs and increased preparation for environmental changes 
(Johannisson, 1983), which increases the firm’s flexibility, and provides the 
firm with legitimacy (Julien, 1998), which in turn provides access to new 
markets. The use of a social network mode may facilitate entrance to a 
new market and the potential market access, or the assessment of a new 
technology, and thereby, shorten the time needed. All these benefits from 
using a social network mode are in line with strengthening the firm’s 
competitive advantages.

Tidd et al (2001) also point out the benefit of cost and risk reduction23,
and reduction of lead time24. Costs, for instance, may be reduced due to 
the potential of sharing them with the cooperative partner, which 
consequently reduces the risks of the investment (Claude-Gaudillat, 2000).   

2.5.3 Market Acquisition Mode. 

Using a market mode means acquisition via purchasing external 
competence, which is not part of the entrepreneur’s social network, and is 
thus, unconnected to the entrepreneur. Bellini (2000) and Sanchez et al
(1996) refer to this as use of external resources. Accordingly, the two 
external modes for acquiring competence are distinctly different as they 
are two different approaches to solving competence needs. The market 
acquisition is, as stated above, unconnected to the entrepreneur, while the 
social network acquisition is connected to the entrepreneur personally 
(Sanchez, Heene and Thomas, 1996; Bellini, 2000; Claude-Gaudillat, 
2000). Person-based trust is fundamental in the use of the social network 
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mode, while such trust does not precede the use of market acquisition 
(McNeil, 1978; 1980).

The intent of the use of a market mode at a particular point in time may 
also vary. The market mode may aim for either temporarily access a 
particular competence, or to absorb the competence, and consequently, to 
become a part of the firm’s competence base indefinitely. 

Market acquisition is a mode that can range from being as simple as the act 
of a random consultant task for a small assignment to being as complex as 
the act of acquiring another firm, where the latter appears less frequent 
than the former. (See Dyke, Fischer and Reuber, 1992; Tidd and 
Trewhella, 1997; Hitt and Harrison, 1998; Chaudhuri and Tabrizi, 1999). 
Acquisition of other firms is particularly uncommon in small firms. Tidd 
and Trewhella (1997) offer an explanation by pointing out that acquiring 
competence via purchasing stakes in other firms has proven to result in 
mixed outcomes25 when aiming for accessing new technology. The 
rationale behind using this acquisition mode is to quickly establish a 
position in that particular technical area. Fast positioning is in line with 
strengthening the firm’s competitive advantages. 

Using a market acquisition mode might be a fast way and may contribute 
to the firm’s insight into activities taking place in the surrounding 
environment. For instance, when entering entirely new markets26 the firm 
needs to acquire specific competence related to that market at a sufficiently 
fast pace. Also, licensing, in line with a market mode (Tidd and 
Trewhella, 1997; Oviatt and McDougall, 1994), appears to be a common 
method for acquiring technical competence as it enables firms to rapidly 
establish positions in new technical areas, particularly in areas which 
complement the firm’s existing core competence. In these kinds of 
partnership, complementary competence can be shared. Consequently, a 
greater use of external modes may be expected when new markets are 
aimed for. (See e.g. Bijmolt and Zwart, 1994; Reuber and Fischer, 1997). 
In addition, Oviatt and McDougall (1994) support this line of thought. 
They refer to the use of market (and social network acquisition) modes by 
arguing that such use will allow a firm, with constraints on other 
competence, to enter new markets. Tidd and Trewhella (1997) also argue 
that from a strategic point of view, acquisition of external competence 
may be seen as a means to diversify into new markets. Using a market 
mode, such as contracting research organizations, brings with it the 
potential of proving credibility, according to Tidd and Trewhella (1997). 
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In addition, Oviatt and McDougall (1994) argue that contracting research 
and development has also been found to be important when a firm is 
interested in “creating options” for future actions, which can be achieved 
by using external modes. Taken together, acquiring competence on the 
market can reduce the time required to access certain competence and 
time is often emphasized in the quest for competitive advantages.

Occasionally, I will write “external” as a collective term for social network 
acquisition mode and market acquisition mode. How the firm chooses 
modes, and the intended duration of the acquisition in particular situations 
is discussed below. 

2.6 Inheritance Factors. 

This section deals with the so-called inheritance factors. The inheritance 
factors pinpoint that actions taken in a firm are not by chance alone, but a 
result from the collective components of the firm that have been built 
over time, which together make up the essence of the firm and drive firm 
actions.

Several authors, for instance, Sanchez, Heene and Thomas (1996), Hamel 
and Prahalad (1990), Tidd and Trewhella (1997), identify three factors that 
may explain the actions in competence acquisition, which all relate to the 
factor groups addressed in this thesis. Accordingly, these factors, which 
Tidd and Trewhella (1997) refer to as inheritance factors, are suggested to 
explain how competence acquisition is handled. Tidd and Trewhella 
(1997) point out the firm’s inheritance factors and the characteristics of the 
competence, which strongly influence the firm’s decisions about whether 
to acquire internally or turn externally to acquire the competence. The 
inheritance factors make up driving forces for competence acquisition.

However, the inheritance factors also represent constraints under which 
the entrepreneur must operate. The inheritance factors, presented by Tidd 
and Trewhella (1997), include the firm’s corporate strategy in line with 
what is called the business concept, the firm’s competencies, which are 
here viewed as the firm’s competence base, and the management’s comfort 
with the competence and his/her managerial capabilities, which relates to 
the entrepreneur’s characteristics (the experiences, education, and 
tolerance for ambiguity of the entrepreneur). Two concepts, generated as 



27

results in Volume One, illustrate the driving forces central for discussing 
the factor groups; push and navigate.27

An underlying assumption is that there are systematic differences in the 
strategies of the business concept28, the organizational forms of the 
competence base29, and the characteristics of the entrepreneur30, whose 
specific character shapes the distribution of firm development, and 
consequently the firm’s competitive advantages. (See Atuahene-Gima, 
1992; Souitaris, 2002; Volume One). Tidd and Trewhella (1997) support 
the notion that the firm’s business concept and the firm’s competence base 
influence the firm’s competence acquisition decisions. Accordingly, the 
systematic differences between the firms’ business concepts, competence 
bases and the entrepreneurs themselves shape the pattern of how 
competence is acquired and ultimately converted into development of the 
firm’s line of business (Atuahene-Gima, 1992; Tidd and Trewhella, 1997), 
which is a part of the firm’s competitive advantages.

2.6.1 Competence Base. 

Bijmolt and Zwart (1994) point out that the firm characteristics, related to 
the firm’s competence base, are an important explanatory factor for a 
firm’s performance. They pinpoint the important role that the firm’s 
competence base plays by influencing firm activities, and thereby affecting 
the firm’s competitive advantages. Thus, they argue for both direct effects 
from the competence base on the firm’s competitive advantages, and 
indirect effects from the competence base, via actions in competence 
acquisition, on the firm’s competitive advantages. Souitaris (2002) also 
points out that the strength of a firm’s competence base is essential for the 
amount of development taking place in the firm. He thus relates the 
competence base to competitive advantages. In addition, Hall (1994) 
argues that the competences of the employees are among the most 
influential competencies in innovative activities. Bijmolt and Zwart (1994) 
suggest that the initial competences will eventually depreciate, and that 
therefore future competitiveness depends on managerial actions aimed at 
growing and renewing the competence foundation. The current 
competences are seen as influencing future competence acquisition actions 
because they determine the particular range of acquisition strategies a firm 
is able to pursue.
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The accumulation of resources, e.g. its flow (Dierickx and Cool, 1989) is 
path dependent as it depends on the current stock, which itself results 
from prior accumulation (Collis, 1991). Drawing upon this, the 
accumulation of competence happens over time and is influenced by a 
firm’s history and its path of managerial decisions (Bijmolt and Zwart, 
1994; Collis and Montgomery, 1995; Bogner, Thomas and McGee, 1999; 
Kelly and Rice, 2001; Danneels, 2002). Accordingly, the entrepreneur is 
also central to how the firm develops. The current competence stock 
defines not only what choices of modes are available to the firm to use at a 
point in time, but it also sets bounds around what its internal repertoires 
are likely to be in the future.

Kelly and Rice (2001) also conclude that a firm may seek competitive 
advantages through, what may be referred to as competence-based 
strategic actions, but that these actions are not purely a matter of choice. 
They suggest that prior competence affects a firm’s subsequent actions. 
Thus, at various points in time, firms make long-term, quasi-irreversible 
commitments to certain domains of competence. The stock of resources 
commits the firm to a certain domain of activity (Dierickx and Cool, 
1989; Ghemawat, 1991). Helfat and Raubitschek (2000) argue, in line 
with Penrose (1959), by stating that a firm’s product history constrains the 
firm’s options for future product sequences.  

The assumption made on the basis of the results from Volume One, is that 
the choice to use a competence acquisition mode is dependent on 
previous choices, thus, dependent on the structure of the firm’s current 
competence base. Drawing upon the above, the structure of a firm’s 
competence base may be viewed as a basic means for how competence 
acquisition can be dealt with and what effects in competitive advantages 
the competence base can bring. Spanos and Lioukas (2001) maintain that 
the options available to choose among when acquiring competence may 
be limited by the established framework of available resources. 

A strong competence base means that the option-range of modes to use 
when acquiring competence is wider compared to the range available to a 
weak competence base. On the other hand, a strong competence base 
could also mean that there is no need for additional competence. Two 
reasonable suggestions based on the strength of the competence base are 
made here; a strong competence base leads to more investments in 
competence, or, a weak competence base leads to more investments in 
competence. Two additional suggestions are offered regarding a strong 
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competence base. When the competence base is strong, the use of an 
internal mode is favoured. Or, when the competence base is strong, the 
use of external modes is favoured. The opposite can also be argued for, 
that when the competence base is weak, the use of an internal mode is 
favoured. Or, when the competence base is weak, the use of external 
modes is favoured.

To some extent the competence base defines what competence is needed. 
Tidd et al (2001) argue in favour of the first suggestion; firms that have a 
strong internal competence in a competence area use internal acquisition 
since it offers the option to leverage competencies. They go further by 
suggesting that strong internal competencies often favour the use of 
internal acquisition when related competencies are needed because of the 
greater degree of control offered by this mode. They base this reasoning 
on the driving force behind this being the speed to market. Firms will use 
the mode providing the fastest means of commercialization, they reason. 
When the competence is available internally, an internal mode is normally 
favored because it allows greater control of the development process and is 
therefore usually quicker. Tidd et al (2001) argue that when the comfort 
with a new technology in a firm is high, the favoured mode to use is an 
internal acquisition mode. The rationales for that are the low risk and the 
potential for high reward. Tidd et al (2001) and Cooper and Kleinschmidt 
(1990) point out that product development failure is often caused by firms 
trying to launch products that do not match their competence base.  

Kelly and Rice (2001) found evidence that supports a contradictory 
suggestion, namely that the more innovative a firm’s competence base is, 
the more likely it is that the firm uses external modes. This finding 
suggests that firms with a strong competence base, meaning potential for 
high levels of development are more likely to seek or attract alliance 
partners. Firms may seek alliances to accelerate the returns from their 
developments before their relevance is cut short by imitation or 
substitution. (See Kelly and Rice, 2001.)  

Tidd et al (2001) make yet another suggestion by saying that where the 
competence is weak internally, a firm normally has little choice but to 
acquire externally, in line with the reasoning in Volume One. The 
rationale for using an external mode is to gain access to external 
competence. Tidd et al (2001) state that a firm’s internal competences 
influence the way in which it decides to acquire a given competence. This 
may be compared with a weak competence base with a lack or a low level 
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of a specific type of competence inside the firm. Tidd et al (2001) suggest 
that when the comfort with a new technology is low, the use of external 
modes is favoured. The rationale is that where suitable internal 
competencies are lacking, external modes are almost always faster than 
building the required competence internally. (See Tidd and Trewhella, 
1997). As time is a crucial aspect in a competitive situation, fast solutions 
are expected to be emphasized in small firms, and when the competence 
base is weak the use of an external mode may be the lowest risk option.

Kelly and Rice (2001) suggest that firms with unique and valuable 
resources are in a better position to add to their stock of competence than 
firms with low amounts of these recourses. A strong competence base can 
enhance the availability of options regarding competence acquisition 
modes. For instance, firms that have strong competence bases may be 
approached by surrounding competence (Tidd and Trewhella, 1997). This 
may, in turn, provide the firm with more options to choose among when 
acquiring competence, and consequently, the potential to create 
competitive advantages. According to Kelly and Rice (2001), firms with 
valuable competences are in a position to capitalize on these competences, 
but may still need access to outside competences to remain competitive. 
Kelly and Rice (2001) state that the firm’s resources are seen as influencing 
managerial action because they determine the particular range of strategies 
a firm is able to pursue. As discussed previously in e.g. Volume One, 
technical, operational and market competence are all important sources of 
innovative ideas (Narasimha, 2001; Souitaris, 2002; Danneels, 2002; 
Volume One). These types of competence are the key ingredients in the 
firm’s competence base.

2.6.2 Business Concept.

The business concept is, in fact, a firm specific designed strategy. Many 
different definitions of strategy exist, as well as typologies of possible 
strategic choices. In the present thesis it was essential to identify 
dimensions of strategy that could reflect the practices, processes, and 
methods that small firms use, and which are likely to influence their 
actions in competence acquisition, and possibly their competitive 
advantages. Haekel (1995) suggests that for a firm to be adaptive, it needs a 
system that senses and responds to changes. Such a system design serves as 
a mechanism that coordinates and provides a context for business 
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behaviours. The highest level of that system design is, according to 
Haekel, the firm specific principles, which express the business context of 
the firm. With this description in mind, these principles may be compared 
with what Normann (1985) calls the business concept.  

A number of authors, including Normann (1985), discuss the composition 
of the business concept in a way that may be boiled down to the 
consistent of three core components; the market (what market to serve 
and how to serve it), the products (what products to offer that market), 
and the production (how to produce the product) (Normann, 1985; 
Eriksson, 1985; Ekvall, 1990; Hörte and Ylinenpää, 1997; Volume One, 
Section 3.6). Based on these components firms can have more or less 
challenging business ideas. Normann emphasizes a holistic view on the 
business concept accentuating the importance of harmony among the 
different parts and that the different parts support each other. 

The business concept works as a framework to guide actions in areas such 
as competence acquisition. Tidd and Trewhella (1997) point out that such 
underlying values and beliefs play an important role in competence 
acquisition policies. The business concept relates to the identification of 
which of the surrounding firms constitute the competition. In other 
words, it states with which of the surrounding firms cooperation could be 
developed regarding specific tasks and competences. Expressed differently, 
with which firms the business concept constrains or allows cooperation in 
specific situations.

Tidd et al (2001) argue that there is a need for close alignment between 
the overall strategy for the business, here referred to as business concept, 
and the choice of competence acquisition mode for the firm to create 
competitive advantages. If a firm has a challenging business concept it is 
likely to need to acquire more competences than a firm with a less 
challenging business concept. Danneels’s (2002) arguments indicate a call 
for a wider perspective when aligning the overall strategy with 
development work. He maintains that most prior research on path 
dependencies has focused on technological selection, while he also 
highlights the role of path dependencies in market/customer selection, 
actions that may form a path dependency. 
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The competence related to the core components of the business concept 
make up the competitive “weapon” of the firm, and may therefore be 
considered core competence, as Hamel and Prahalad (1990) describe 
them. The core components, which Mullins and Cardoza (1992) call 
domain31, describe the arenas to which the core competence is attached. 
Accordingly, core competence is competence within the competence 
areas that is directly related to the core component(s). Expressed 
differently, the core component is the business operations, while the core 
competence is, in fact, the competence possessed by the firm for the 
purpose of carrying out the business operations stated by the core 
components. (See Tidd and Trewhella, 1997.)

Retaining core competencies is an important aim according to Tidd and 
Trewhella (1997). They found that the competitive impact of the 
competence was the most important factor influencing a firm’s decisions 
about how to best acquire a given competence. Tidd and Trewhella 
(1997) argue that those competence types that are recognized as the firm’s 
non-core competence are usually another firm’s core activities and that it 
often makes sense to acquire such competence externally rather than to 
incur the risks, cost and timescale associated with building internally. (See 
Mansfield, 1988.)

Klein, Gee and Jones, (1998) argue that a core competence approach can 
support the use of competence acquisition modes. These arguments are in 
line with the results from Volume One regarding how the core 
components of the business concept may work and thus have an important 
impact on what type of competence is focused on in acquisition activities 
(Volume One). In Volume One, the aspect referred to as core component 
was found to work as a driving force for how to acquire different types of 
competence. This means that when a type of competence is closely related 
to the core component, the core component works as a driving force for 
acquisitions to take place. The more important a core component of the 
business concept is, the more it encourages continuous acquisition 
activities in order to create and maintain competitive advantage. The 
results in Volume One show that the business concept can both push for 
acquisition to take place and navigate among choices of modes of 
acquisition. It could be expected that a challenging business concept 
would drive toward use of an internal acquisition mode (Tidd et al, 2001) 
or alternatively some form of close cooperation. If an internal mode is not 
possible to use, the core component drives for the competence to be 
acquired externally and absorbed, which allows for future acquisitions to 
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be handled by the use of an internal mode. The rationale, Tidd et al argue, 
is in such situations to maximize the firm’s competitive advantages.

Tidd et al (2001) argue that if the competence that the firm needs to 
acquire, is found to be distant from the core when viewed in the light of 
competitive importance, the use of an external mode is favoured. The 
rationale, Tidd et al stress, is that it provides the most cost-effective and 
secure sources for the firm. Accordingly, the competitive importance of 
the core component32 at hand is suggested to drive acquisition of 
competence.

Taken together, a challenging business concept might encourage 
additional acquisition of competence and promote the use of internal 
acquisition or acquisition with the intent to absorb. However, such 
strategic choices may not easily apply in a small firm context. Small firms 
cannot, by nature, hold all relevant competence within the boundaries of 
the firm. Competence is related to size, as competence is related to the 
people in the firm. As small firms are in focus in this study, it may be 
worth noting that due to the size of small firms, all types of competence 
might be difficult to hold internally. Drawing upon that, all acquisition 
can only with great difficulties be handled by using an internal acquisition 
mode (Tidd and Trewhella, 1997).

Tidd et al (2001) argue that not all firms can afford to invest in new 
developments. For many small firms the challenge is to find ways of using 
competence to generate outcomes in line with the core components with 
a wider set of competences drawn from outside. Accordingly, Teece et al
(1997, p 515) argue that  

“deciding, under significant uncertainty about future states of the 
world, which long-term paths to commit to and when to change paths 
is the central strategic problem confronting the firm”. 

Based on the above discussion, it may be expected that a business concept 
whose combination of core components when taken together signals high 
importance for competitive advantages will challenge the firm to act in 
order to acquire more competence. Accordingly, based on the three core 
components a firm can have a more or less challenging business concept. If 
the firm has a challenging business concept, it is likely to need to acquire 
more competences than a firm in an opposite situation. Expressed 
differently, the more challenging the business concept is, the more it is 
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expected to drive for acquisition of additional competence. Although an 
issue regarding competence is whether to deliberately access external 
competence when needed by choosing a market or a social network 
mode, or to use internal modes to a greater extent after internalizing 
fundamental competence, the level of challenge in the business concept is 
likely to influence them both. (See Figure 1). 

2.6.3 Entrepreneur’s Education.

Firms vary in the extent to which they are good at accessing different 
types of new competences. Danneels (2002) discusses what he calls 
second-order competences, often referred to as capabilities (see e.g. Collis, 
1994) as the abilities of the firm to absorb first-order competence (e.g. 
technical, operational, and market competence). Accordingly, capabilities 
can be thought of as the ability to identify, evaluate, and incorporate new 
competences into the firm. Tidd et al (2001) suggest that if the firm has the 
ability to build and maintain a network of competence, the firm can 
secure a wide range of choice and availability, rather than being forced to 
take inappropriate solutions. Tidd et al (2001) state that firms can survive 
even with no internal competencies to generate outcome, but to do so, 
they need to have a well-developed network of external sources which 
can supply it, and the ability to put that externally acquired competence to 
effective use. An ability that is handy for firms to have, is the ability to 
select, and thereby, ensure a good fit between internal needs and external 
offers. This ability is referred to as managerial comfort by Tidd and 
Trewhella (1997). Such managerial comfort stems from the background of 
the entrepreneur consisting of the entrepreneur’s education, experiences 
and tolerance for ambiguity, which make up the arena on which the 
entrepreneur can take action. The education and experiences of the 
entrepreneur are also referred to as prior knowledge of the entrepreneur 
by Shane and Venkataraman (2000) and as the entrepreneur’s competence 
profile by Chandler and Hanks (1994; 1998).

These background factors make up the entrepreneur’s filter through which 
s/he perceives the world, and therefore creates the arena on which the 
entrepreneur can take action. Bowman and Hurry (1993) also argue that 
opportunities for strategic choice come into being only when the 
entrepreneur recognizes them, saying that prior knowledge (Shane and 
Venkataraman, 2000) is essential for the ability to recognize an option of 
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mode to use. Accordingly, the entrepreneur’s own competence profile or 
prior knowledge is expected to relate to the access of competence and the 
competitive advantages (Chandler and Hanks, 1994). The individual 
competences of the entrepreneur, referred to by Chandler and Hanks 
(1994) as entrepreneurial competence and managerial competence are 
expected to be of crucial importance for strong competitive advantages 
(Stevensson and Bygarve, 1987). The resources needed may be available in 
the environment, so the entrepreneur’s own competences to mobilize the 
needed resources in the environment via accessing or absorbing those 
resources are suggested to affect the firm’s competitive advantages. When 
a firm has abundant competencies it survives with relatively little effort 
(Castrogiovanni, 1991).

Shane and Venkataraman (2000) reason that everyone possesses different 
stocks of information, based upon their educational background and the 
experiences gathered. The competence that the entrepreneur regards as 
important to acquire and the type of competence acquisition mode that 
s/he finds favourable may be related to her/his background. 
Consequently, the entrepreneur’s background may have an important 
impact on the actions taken in competence acquisition. When the 
entrepreneur is educated in a particular area, s/he has the potential of 
being more familiar with choices of modes in that area, and the 
consequences of using those modes. Accordingly, being educated in a 
particular type of competence promotes stability in the use of modes. This 
reasoning is in line with Bergström and Lumsden (1993) who noted an 
effect of education level by being able to relate higher education level to 
greater use of management control system. Accordingly, it could be 
expected that a higher education level is accompanied by more organized 
and planned use of competence acquisition modes. In addition, the results 
in Volume One suggest that the competence types in which the 
entrepreneur is educated, internal modes may be used to a greater extent, 
as the entrepreneur is then familiar with the choices of modes associated 
with a specific type of competence (cf. management comfort). (See e.g. 
Tidd and Trewhella, 1997; Shane and Venkataraman, 2000).  

Cooper Woo and Dunkelberg (1989) show that entrepreneurs, despite the 
educational level, consider use of all different modes to be important. Still, 
they also point out nuances in the use of modes by demonstrating that 
entrepreneurs with higher education level seem to use market modes to a 
greater extent compared to entrepreneurs with lower education level. In 
addition, they show that entrepreneurs with lower education level appear 
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to use the social network modes to a greater extent compared to 
entrepreneurs with a higher educational level. (See Figure 1). 

Studies of effects of the entrepreneur’s education on competitive 
advantages show mixed results. Some have found positive relations 
between education and competitive advantages by relating educational 
level with firm growth in terms of number of employees or sales (see e.g. 
Cooper, et al, 1989; Cooper, Gimeno-Gascon and Woo, 1994; Autio, 
2005; Parker and van Praag, 2006). Others have found a negative relation 
between educational level and firm performance in terms of profitability 
(see e.g. Roininen, 2006). Either way, the idea that education is of 
consequence to a firm’s competence acquisition actions and a firm’s 
competitive advantages is supported.

2.6.4 Entrepreneur’s Experience. 

Miller (1993) states that experiences shape the entrepreneur’s cognitive 
lenses, values, assumptions and beliefs. Reuber and Fischer (1997) also 
note this relationship. Situations that the entrepreneur is familiar with 
present a greater level of comfort to the entrepreneur, while in situations 
where the entrepreneur has less experience, s/he may perceive a lower 
comfort level. This is in line with Bowman and Hurry (1993), who 
develop an option lens, which pinpoints that people seek to keep options 
open in situations that involve an unforeseeable future. Keeping options 
open is in line with the use of a wide variety of modes. These options 
provide a greater variety of choices for the entrepreneur to choose among 
when in need of acquiring competence. This suggests that in situations 
where the entrepreneur has experience, fewer options need to be held 
open, while in situations where the entrepreneur lacks experience more 
options are held open. Drawing upon this reasoning, it can be suggested 
that an entrepreneur with long and widespread experiences will handle 
competence acquisition in a stable manner by using fewer modes as a 
greater comfort level is perceived. On the other hand, it may be suggested 
that in situations where the entrepreneur lacks experience, a wider range 
of modes is used for acquiring competence as a lower comfort level is 
perceived and thus, more options are held open. (See Figure 1). 
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The results from Volume One also indicate that less experience of a 
particular type of competence leads to a wider range of using modes 
compared with more experience. In addition, the results in Volume One 
indicate that among the competence types in which the entrepreneur has 
experience, internal modes are used as the entrepreneur is then familiar 
with the choices of modes associated with a specific type of competence. 
Tidd and Trewhella (1997) suggest that the degree of comfort33 the 
entrepreneur has with a given competence type is an important factor 
affecting how competence is acquired. They suggest that the more 
comfortable an entrepreneur is with a given competence, the more likely 
an internal acquisition mode is to be used (See Tidd et al, 2001). This 
suggests that the use of an internal acquisition mode fits well with long 
and widespread experiences of the entrepreneur (see e.g. Tidd and 
Trewhella, 1997). This implies that among the competence types in which 
the entrepreneur has experience, internal modes would preferably be used. 
(See Shane and Venkataraman, 2000). (See Figure 1). 

As suggested by Souitaris (2002), the social processes in the shape of 
network relations may mediate the use of modes, where an experienced 
entrepreneur relates to a well-elaborated network, while an inexperienced 
entrepreneur relates to limited network connections that are possible to 
use when acquiring competence. Reuber and Fischer (1997) go further by 
arguing that experience matters for strategic networking, and such 
activities enhance the degree of market expansion, in line with market 
performance, and in line with stronger competitive advantages. This 
implies that the amount of experiences held by the entrepreneur affects 
the use of external modes, such as the use of the social network mode, and 
eventually the rate of market development, part of the firm’s competitive 
advantages. (See Figure 1). 

Souitaris (2002) also found that the entrepreneur’s previous experiences in 
other firms (in the industry) were strongly associated with firm 
development. Other studies point out the importance of having 
experience from the industry in which the firm operates for reaching 
success. Dyke et al (1992) found that the entrepreneur’s previous 
experience as manager in the industry in which the firm currently 
operates, and experience from prior start-ups are important explanatory 
factors for firm performance, and are positively related to firm 
performance. This supports the idea that the entrepreneur’s experiences 
are an important factor for explaining the firm’s competitive advantage. 
(See Figure 1). 



38

2.6.5 Entrepreneur’s Tolerance for Ambiguity.  

Costa and McCrae (1992) maintain that research on entrepreneurial traits 
assumes that entrepreneurs possess particular traits that influence them to 
behave in entrepreneurial ways, and that specifying the traits most evident 
in successful entrepreneurs will enhance our understanding of this 
population. Aspects of the entrepreneur’s personality have many advocates 
who argue in favor of a particular personality trait as important for being 
an entrepreneur (Chandler and Hanks, 1994, Wiklund, 1998; Westerberg, 
1998). Accordingly, a range of traits believed to complement 
entrepreneurship has been studied. These include, for example, risk 
taking, innovativeness (e.g. Wiklund, 1998), self-efficacy (e.g. Bandura, 
1997), locus of control, opportunity creation, need for achievement (e.g. 
Kets de Vries, 1977), and tolerance for ambiguity (e.g. Westerberg, 1996).  

All these personality aspects may indeed be important when looking at the 
entrepreneur’s personality. However, in this context where acquisition of 
competence is the center of attention, tolerance for ambiguity appears to 
be a particularly important personality trait for further investigation. 
Uncertainty avoidance is related to the entrepreneur’s need for control 
over resources, a personality aspect identified in Volume One. In Volume 
One, the results indicated that high uncertainty avoidance corresponds to a 
high need for control, in line with how Tidd and Trewhella (1997) 
reason. Need for control over resources is seen as closely related to 
tolerance for ambiguity as Dermer (1973) describes it, since it deals with 
how uncertainty is coped with. Therefore, tolerance for ambiguity 
represents the personality trait used in this thesis, in line with need for 
control over resources.  

Westerberg (1996) measures tolerance for ambiguity, which proves to be 
an important personality aspect for becoming successful as an 
entrepreneur. Westerberg (1996) bases his definition of tolerance for 
ambiguity on Dermer (1973) by viewing tolerance for ambiguity as “the
extent to which an individual feels threatened by ambiguity or ambiguous situations 
and affects the individual’s level of confidence when making decisions”. Lipshitz 
and Strauss (1997, p. 150) define tolerance for ambiguity as “uncertainty in 
the context of action is a sense of doubt that blocks or delays action”. Wincent 
(2006, p 23) refers tolerance for ambiguity to the extent to which 
managers feel threatened by ambiguous situations, which affects their 
confidence when undertaking actions.
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The results in Volume One indicated that a low tolerance for ambiguity 
leads to an emphasis on the use of an internal mode, and consequently, 
low use of external modes. A high tolerance for ambiguity did not imply 
such an emphasis in Volume One. This is in line with Kelly and Rice 
(2001), who suggest that the entrepreneur’s control over the process is 
reduced when using a social network mode to acquire competence. They 
go even further, arguing that use of a social network mode may increase 
the difficulty of managing development projects. Consequently, the 
entrepreneur can sustain better control over the competence when using 
an internal acquisition mode, and hence, avoid uncertainty (Kelly and 
Rice, 2001; Hofstede, 1991 in Souitaris, 2002 p 63), in line with having a 
low tolerance for ambiguity (Tidd and Trewhella, 1997).

A low tolerance for ambiguity may be an obstacle to a firm’s development 
work, which is usually related to high inherent financial risk, and may lead 
to a conservative strategy aiming for the survival of the small firm rather 
than its development, and eventually drain its competitive advantages. 
Focusing on the use of an internal acquisition mode could make the firm 
“blind” as there would be a lack of new input, which could be devastating 
for the firm in the long-run. Granovetter (1973) supports this idea by 
suggesting that using particular social network relations, which he refers to 
as “weak ties”, is important for new input. In fact, focusing exclusively on 
the use of an internal acquisition mode appears dangerous in the long-run. 
Consequently, the use of external modes may increase the firm’s rate of 
development in line with building competitive advantages (see e.g. 
Reuber and Fischer, 1997; Souitaris, 2002), but may require the 
entrepreneur to have a higher degree of tolerance for ambiguity.  

Drawing upon the above, it is suggested here that when the entrepreneur’s 
tolerance for ambiguity is low, indicating that the perceived need for 
control over competence is high, internal modes are preferably used. An 
entrepreneur with a high tolerance for ambiguity, indicating a low need 
for control over competence, supports a spread in the use of modes. 
Expressed differently, an entrepreneur with a high tolerance for ambiguity 
uses all modes, and has better opportunities for building and sustaining 
competitive advantages. In turn, this suggests greater opportunities for 
building competitive advantages in firms that have an entrepreneur with a 
high tolerance for ambiguity compared to firms that have an entrepreneur 
with a low tolerance for ambiguity. An entrepreneur with a low tolerance 
for ambiguity is expected to have a low use of external modes.  
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2.7 Contingency Factors.

Julien (1998) argues that small firms operate in close relationship with their 
environment and market, affecting and being affected by them. 
Consequently, contingency factors, such as characteristics of the firm’s 
surrounding context are difficult to avoid when small firms are at hand. 
Small firms can achieve competitive advantages if the firm can adjust their 
competence as a way of responding to changing environmental conditions.  

In a rapidly changing environment, in line with being characterized by 
high uncertainty, existing competences may fast become obsolete, and 
new competences may be called for. McGarth et al (2001) maintain that 
adding new competences to the firm’s repertoire is important for its 
continued prosperity in a changing environment. Accordingly, the degree 
of environmental uncertainty appears to be one important contingency 
factor affecting crucial aspects of the firm’s arenas for action.

Another contingency factor that seems to serve as an important regulator 
in acquisition of competence is the degree of complexity of technology. 
The degree of complexity may offer explanations of why a specific range 
of modes is used. For instance, Berglund and Blomquist (1999, p. 228 ff) 
conclude that more variants of modes are used by small firms acting in a 
highly complex and a highly dynamic (dynamic is similar to uncertain), 
environment compared to small firms acting in environmental contexts of 
low complexity and/or low dynamism. In fact, they state that the efforts in 
competence acquisition among small firms acting in a simple and stable 
environment are small. The use of external modes in highly complex and 
highly uncertain contexts may become a firm’s coping strategy. In both 
highly uncertain contexts and highly complex contexts, Teece (1986) 
suggests that using modes in order to access competence rather than absorb 
competence is likely to be beneficial. 

Bowman and Hurry (1993) suggest that options to choose among arise 
from the interplay between the firms existing competence and capacities, 
and its environmental opportunities34. Thus, the competence base, the 
business concept, and the entrepreneur draw up the lines for the desired 
modes to use. At the same time, the level of complexity of technology and 
the environmental uncertainty provide a framework for what options are 
available to the firm. These contingency factors serve as regulators for the 
use of modes, and what competence can actually be obtained.  
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Environmental uncertainty is seen as a concept further away from the firm 
than the complexity concept, as the firm can to some degree affect the 
complexity level, but affecting the uncertainty is more difficult. Therefore, 
complexity is discussed before uncertainty. 

2.7.1 Complexity of Technology.  

Simon (1977) views complexity as one dimension by distinguishing 
between programmed tasks, those where procedures can be worked out to 
a repertoire of standard actions for predetermined situations, and non-
programmed tasks, those ill-structured tasks that cannot be handled by 
pre-developed procedures. A programmable task is at its most extreme 
character a task with low variation and a high degree of analyzability. On 
the other hand, a non-programmable task is at its most extreme character a 
task with high variation and low degree of analyzability. Variety reflects 
the heterogeneity and novelty regarding a technology. When variety is 
low, individuals experience little uncertainty in their actions. As variety 
increases, the greater the perceived level of uncertainty about what will 
happen next. In the case of unanalyzable search there is considerable 
uncertainty about the identification of the correct action. By contrast, 
when an individual has procedures and routines available that provide 
prescribed actions, uncertainty is low. Perceived (internal) uncertainty 
then stems from both dimensions. 

Campbell (1988) also proposes that tasks vary in their degree of 
complexity. Tasks can be seen as carriers of information. Task variability 
characterizes a string of tasks, which face an individual, a group, or a firm. 
It is defined as “…the number of exceptions encountered in the characteristic of the 
work” (von Krogh and Roos, 1995.) Analyzability of task deals with the 
degree to which tasks can be interpreted and understood.  

Tidd et al (2001, p. 187) define complexity as the degree to which an 
innovation is perceived as being difficult to understand or use. In general, 
innovations, which are simpler for potential users to understand, will be 
adopted more rapidly than those that require the adopter to develop new 
skills and knowledge. In other words, the transparency of the processes 
around an innovation and the products make up the degree of complexity 
according to Tidd et al. Expressed differently, complexity comes in two 
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dimensions, one dimension being the repetition of work tasks, or variation 
of work tasks, and the other dimension is the analyzability of tasks (see e.g. 
Campbell, 1988; Macintosh, 1985; Volume One). Below, the effects of 
the two dimensions are further dealt with.  

The degree of complexity of technology, which determines how easily 
business activities can be imitated, suggests directions for activities in 
competence acquisition (Tidd et al, 2001). Oviatt and McDougall (1994) 
maintain that when a firm introduces valuable, innovative products or 
services, it signals at least the existence, if not the essence, of its special 
knowledge to outsiders. The degree to which the essence becomes 
transparent is expressed in terms of degree of analyzability. Easy 
dissemination, in line with a high degree of analyzability, threatens a firm’s 
opportunity to strengthen its competitive advantages because the 
knowledge may not remain unique for long. Tidd and Trewhella (1997, 
2001) stress a similar argument by stating that the more the knowledge 
about a particular technology can be codified, described in terms of 
formulae, “blueprints”, and rules, the easier it is to transfer, and the more 
speedily and extensively such competence can be diffused. Knowledge that 
cannot easily be codified, often termed “tacit” (Polanyi, 1967) is, by 
contrast, much more difficult to acquire, since efficiency of the 
transferability is limited to transfer by experience and “face-to-face” 
interactions.

Berglund and Blomquist (1999) found that high complexity of technology 
requires more efforts in competence acquisition. Firms acting in such 
contexts engage more in development work compared to firms in contexts 
of low complexity of technology. However, Reed and DeFillippi (1990) 
state that low barriers to imitation, in line with low degree of complexity, 
requires the firm to invest more in the competencies on which the firm 
builds its competitive advantages. Tidd et al (2001) suggest that generally 
all strategic activities are to be retained internally, but that the firm should 
be prepared to access enabling technologies externally if the technology is 
sufficiently complex. (See Figure 1). 

Tidd et al (2001) reason that the increasingly interdisciplinary nature of 
many of today’s technologies and products means that in many areas it is 
not practical for any firm to maintain all necessary competence internally. 
This increased complexity is leading many firms to conclude that, in order 
to sustain their competitive advantages by staying at the forefront of their 
key technologies, they must somehow leverage their internal 
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competencies with those available externally. Tidd and Trewhella (1997) 
argue that high degrees of complexity make it impossible to retain all 
desired competence internally. Consequently, external acquisition of 
competence may be necessary when the complexity level is high. Tidd et
al (2001) agree that when the complexity is high, the favoured mode to 
use is an external mode. The rationale, they argue, is the great need for 
specialization of know-how. Kelly and Rice (2001) also maintain that in 
contexts of high complexity, firms are paying greater attention to external 
sources of competence. (See Figure 1). 

Aldrich and Fiol (1994) suggest a competing line of argumentation. They 
point out that an innovation can be protected if its nature is difficult to 
understand, which can be viewed as having a high degree of complexity, 
and that then the innovation is unlikely to be imitated by others. 
Accordingly, firm-centered actions are likely to increase under conditions 
of inimitability, as founders are able to protect their core competencies 
from being widely diffused. Such difficult-to-understand innovation may 
be characterized as having a high degree of complexity. Tidd and 
Trewhella (1997) argue that the existence of “difficult-to-codify” 
knowledge is one of the factors that could allow firms to maintain a 
competitive advantage in one particular core area, even though the basic 
features of this competence may have been used for a long period of time. 
Tidd and Trewhella (1997) suggest that, it is preferable to develop, 
“difficult-to-codify” competencies internally, saying that it appears 
advantageous to acquire the competence internally. Accordingly, a firm 
can maintain all of its core competencies internally, even if these are 
considered to be mature in its kind, if a large number of these 
competencies hold tacit know-how embodied.

In addition, Aldrich and Fiol (1994) argue that a low degree of 
analyzability, in line with high complexity, leads to a focus on internal 
acquisition, in particular when core competence is at hand, because such 
actions offer great chances to create a barrier to imitation. However, Tidd 
et al (2001) suggest that the need to acquire external competence appears 
to increase as the number of component technologies increase, in line 
with increase in complexity. Still, they stress that external modes are only 
used when the type of competence being acquired is not directly related 
to the core competencies of the firm. They go further by implying that 
external acquisition modes are more commonly used in contexts of high 
complexity, but focus mainly on acquisition of non-core competence, also 
referred to as complementary competence. (See Figure 1). 
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Deeds and Hill (1998) suggest that the competence, despite being a core 
competence, may perhaps not be acquirable via the use of an internal 
mode. They support this statement by reasoning that the increasing costs 
and complexity of new product development, in line with great variation 
of work tasks, are making it difficult for small firms to retain the 
competence needed for successful development work internally. 
Consequently, the firms are forced to reach beyond the firm boundaries to 
access competence.

When a low degree of complexity is at hand, Tidd et al (2001 suggest that 
the favoured mode to use is an internal mode, or alternatively an external 
mode, as the rationale is division of labour in line with cost efficiency. 
Alternatively, they say, a close cooperation can be used, and the rationale 
for such a choice is learning and tacit know-how. On the other hand, it 
has been argued that when the competence is easily codifiable, the 
innovation will soon be copied, which is why a competitive advantage 
built on easily codified competence will be difficult to maintain. Firms 
with imitable products or services may even realize that their innovations 
are leaking to competitors and potential new entrants. As a consequence, 
Aldrich and Fiol (1994) argue that these firms gain strong incentives to 
cooperate for stabilizing conditions. Consequently, a technology with low 
complexity is suggested to generate an emphasis on cooperative actions. 
(See Figure 1). 

Complexity in terms of the market, in line with great variation in 
marketing work tasks, can affect how competence is and can be acquired. 
Tidd et al (2001, p. 176 ff)35 argue that complex products or systems are a 
special case in marketing when neither the technology nor markets are 
well defined or understood. Therefore, they argue, technology and 
markets co-evolve over time as developers and potential users interact. 
Tidd et al (2001) among others emphasize the importance of 
understanding user needs when developing new products. The difficulty is 
when the potential users of complex products and services are not aware 
of, or are unable to articulate, their needs. In such a situation it may be 
insufficient to simply understand existing customers. Instead, it becomes 
necessary to lead existing customers and identify potential new customers. 
A product offering may fail or be difficult to use because insufficient 
attention has been paid to customer training or support. As a consequence, 
conventional marketing research techniques may be of little use, and the 
developers need to “educate” the potential users, which Hamel and 
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Prahalad (1994, p.182 ff) refer to as the process of expeditionary 
marketing. (See Figure 1). 

Two suggestions emerge from the above discussion. On the one hand it 
may be suggested that firms that have high degrees of complexity will not 
stand the same kind of risk when using an external mode as firms that have 
low degrees of complexity. This is based on the reasoning that firms with 
high degrees of complexity will not risk exposing core secrets to the same 
extent as firms with low degrees of complexity will. Low degrees of 
complexity mean that it is more or less pointless to try to focus on the use 
of an internal mode in order to avoid imitation. The other line of 
suggestion proposes that firms with high degrees of complexity have 
opportunities to maintain barriers to imitation by focusing their acquisition 
on the use of internal acquisition modes and thereby deny others the 
access to the firm’s competitive edge. (See Figure 1). 

Easton and Araujo (1996, p. 198 ff) discuss controllability of resources like 
competence, similar to what is referred to here as degree of analyzability. 
They define controllability as the extent to which a resource can be 
controlled by an actor. They argue that control implies the ability to deny 
a resource to other actors. The less accessible important competence is to 
others, the easier it is to control, and thus, the more valuable the 
competence becomes, and hence, the more incentives the firms have to 
keep outsiders at arms-length distance, and rely on the use of an internal 
acquisition mode (and vice versa). When in need to acquire externally, 
Easton and Araujo suggest that firms use the mode furthest away from the 
firm, in line with using a market mode to access competence. 
Competences that are widely known and available are not under the 
control of an actor or a firm according to Easton and Araujo. However, 
specific competence, which others cannot access, will to some extent 
define the firm’s competitive advantages. Expressed differently, the greater 
the controllability over access to a competence, the more important it will 
be to closely guard those secrets in order to build and sustain the 
competitive advantages. Allowing outsiders to gain access to such 
competence could increase the risk of losing control, which could become 
a fact when working with outsiders where leakage of competence can 
more easily take place.
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2.7.2 Environmental Uncertainty.

Miller (1993) refers to “uncertainty” as to the unpredictability of 
environmental or organizational variables that have an impact on 
competitive advantages. For instance, Miller connects input market 
uncertainty to unpredictability in the acquisition of adequate quantities 
and qualities of production inputs, in line with acquisition of competence. 
Phrased differently, such uncertainties concern the difficulties to organize 
and plan around the use of competence acquisition modes, such as 
receiving the right amount and level of competence when needed, and to 
estimate difficulties regarding the needed amount of competence and the 
needed level of competence.

In addition, Miller (1993) points out that the product market uncertainty 
results from unpredictable changes in product demands, changes that could 
occur as sudden shifts in trends and demands that were difficult to foresee. 
Miller maintains that competitive uncertainty covers the uncertainties 
regarding strategic moves by existing firms and potential entrants into the 
industry, which relates to the uncertainties regarding the need for 
competence in areas such as production and product developments. 

Afuah (2000) reasons in line with Miller (1993) by suggesting that a firm’s 
ties with suppliers may be a source of advantage in exploiting an existing 
competence, but may become a handicap in the face of a technological 
change, which is similar to high uncertainty that renders the suppliers’ 
competencies obsolete. Accordingly, relying on a cooperative partner may 
be ambiguous when facing a technological change, and may result in the 
competences accessed being obsolete or in the in worst case a handicap. 
Establishing cooperation with a new partner is done neither easily nor fast, 
and this is why Afuah claims that using an external mode, in particular to 
access competence, may be risky when the environmental uncertainty is 
high. Consequently, this reasoning may lead to the expectation that highly 
uncertain contexts lead to a promotion of use of an internal mode in order 
to strive for competitive advantages. 

The uncertainty concept includes the concept of hostility in this study. 
(see e.g. Covin and Slevin, 1989; Miles, Arnold and Thompson, 1993). 
Covin and Slevin (1989) discuss the concept of environmental hostility 
and refer to the concept as unpredictability, similar to uncertainty. They 
also describe hostility with wordings like: resource scarcity and 
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competitive intensity, and lack of exploitable opportunities. Miles et al
(1993) in turn refer to environmental hostility and uncertainty as 
synonymous concepts. Merz, Weber and Laetz (1994) further state that 
environmental hostility, which is seen here as synonymous with 
environmental uncertainty, has been found to be an effective explanatory 
variable in studies of entrepreneurial orientation (Miller, 1983), 
innovativeness (Miller and Friesen, 1982), and firm performance 
(Khandwalla, 1977).  

Miles et al (1993) found that asset size was negatively correlated with 
perceived environmental hostility and concluded that the increase of firm 
size leads the management to perceive the external environment to be less 
uncertain. In other words, they imply that the smaller the firm, in terms of 
employees, the less coverage the firm has in various competence areas, and 
thus experiences a greater uncertainty. However, the correlation does not 
give details of that particular dependence order. An alternative 
interpretation is that the entrepreneurs who perceive less hostility in line 
with less uncertainty, absorb more competence. Those entrepreneurs who 
perceive more hostility in line with more uncertainty, choose to access 
competence and thereby sustain more flexibility in an uncertain 
environment. This reasoning is in line with the results presented by Covin 
and Slevin (1989). They imply that in hostile environments, which are 
treated here as synonymous with highly uncertain environments, firms 
might benefit from acting on accessing competence by using more 
external modes. In benign environments, which may be likened to low 
environmental uncertainty, firms might benefit from acting on primarily 
absorbing competence and using less external modes than in hostile 
environments.36 As a consequence, the argument is that the character of 
the firm’s environment may work as a driving force for how to act in the 
use of competence acquisition modes.  

In industries characterized by high environmental uncertainty and where 
technology develops rapidly, it may be unlikely for a single firm to have 
the full range of competence needed to bring advanced products to the 
market in a timely and cost-effective fashion. Small firms will either have 
to incur the expense of trying to build competence internally or to 
develop cooperation with other firms in order to gain access to the 
competence. (See Teece, 1986; Sanchez et al, 1996; Murray and Worren, 
2001).



48

Kelly and Rice (2001) and Tidd and Trewhella (1997) maintain that with 
growing uncertainty in the firm’s context few firms can afford to maintain 
competence internally in every potentially relevant area. Also, they further 
argue that using external acquisition modes means a provision of 
“windows” on emerging or rapidly advancing areas. They argue that this 
appears to be specifically relevant in areas outside of the firm’s traditional 
business areas. Tidd and Trewhella (1997) argue that the role of external 
modes for providing “windows” on emerging or rapidly advancing areas 
appears to be found important in order to make good decisions on critical 
matters such as when (or whether) to internalize a specific type of 
competence. Accordingly, external modes can work as sensors for how to 
further act in competence acquisitions in highly uncertain contexts. Tidd 
and Trewhella (1997) suggest that external modes can also extend the 
internal competence base and provide access to specialist competence. 
They found that access to specialist competence or to non-core 
competence are common reasons for working with external modes. 

It is indicated in the Volume One that the social network acquisition 
modes are mainly used to control for risks associated with an acquisition. 
The control comes from the fact that the social network is built on trust. 
Trust, in turn, lowers the perceived level of risk associated with an 
acquisition, in particular when there is environmental uncertainty and a 
risk of receiving the wrong competence. Thus, the social network 
acquisition mode is expected to by used to a greater extent in highly 
uncertain contexts compared to contexts of low uncertainty.  

In addition, highly uncertain contexts are expected to lead to an increase 
in the use of external modes, since greater uncertainty is closely aligned 
with a greater need for information and a greater need for the firm to stay 
flexible. Based on the above discussion it may be expected that in an 
environment where the degree of uncertainty is high, the use of external 
modes in competence acquisition is promoted, and focus on the strategic 
intent to access competence is preferred for strengthening the competitive 
advantages.
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2.8 Endnotes Belonging to Chapter 2. 

                                                          
8 McGarth et al (2001) note the relationship between advantage and rents, where rents 
over the long term are achieved only when a firm can earn abnormal profits for its 
offerings, and when other firms cannot duplicate the product characteristics that yield 
these abnormal profits. 
9 External competence acquisition is use of a market mode or a social network mode. 
10 The transaction cost theory focuses on organizational efficiency where costs 
associated with choosing what is referred to here as a mode make up the main 
guidance for the use of a specific mode, but may overlook long-term competitive 
issues because it does not emphasize the issue of imitation, which may be argued to 
be central to sustaining competitiveness. Studies of technology licensing suggest that 
transactions cost considerations are not the most significant factor affecting the 
decision to acquire external competence (see e.g. Tidd & Trewhella, 1997). In 
addition, the effect of outsourcing various competencies, e.g. technical competence on 
the basis of comparative transaction costs may limit future technological options and 
reduce competitiveness in the long-run. The cost may work as a good explanatory 
factor when there is a monopoly situation, where the competition in the surrounding 
has no effect on the choice. However, in a competitive situation, which is usually the 
normal situation for small firms, cost may not be a good explanatory factor as other 
factors may influence the choice of mode.   
11 Montgomery (1995) observes tendencies hindering fulfillment of the promise that 
the resource-based view shows for helping understand sustained competitive 
advantage. One tendency concerns the treatment of the firm as if it “operated in a state 
of competitive isolation”. Thus, implying that considering the environment is 
important as the competitive situation of the firm is acknowledged. 
12 Efficiency advantage may be viewed as closely related to a low cost strategy as 
discussed by Porter (1985). 
13 The value advantage is closely related to a differentiation strategy as discussed by 
Porter (1985). 
14 The firm is able to produce at a lower average cost, and many are able to attract 
customers by selling at a price fractionally below competitors’ equilibrium price. The 
firm is thus able to earn abnormal profits. If others cannot follow, these are rents. 
15 In the area of product development, a radical innovation can be said to occur when 
a firm introduces a product whose intended use, design, or use of materials and 
components is new or substantially changed. An incremental innovation occurs when 
a firm introduces an existing product whose technical characteristics have been 
changed or upgraded. 
16 In the area of production process innovation, a radical innovation occurs when a 
firm introduces new production technology, or a new production process, new to the 
firm and/or the market. Such a technology’s intended use, design, or use of materials 
and components, is required to be new or substantially changed. An incremental 
production innovation occurs when a firm introduces an upgraded production process 
whose technical characteristics have been changed or upgraded. A new or changed 



50

                                                                                                                                                                     
production process adopted by a firm (see e.g. Souitaris, 2002; Chiesa & Coughlan, 
1994) is also called production development.  
17 All industries are exposed to changes to some extent, and innovations can create 
transformations in industry structures. The first movers are in general the ones that 
manage to become a success. Therefore, Tidd et al (2001) argue that managing 
innovation is about developing both the ability to scan for signals about change and a 
readiness to move into new areas (cf. market competence) and let go of old ones. 
They further stress that due to continuous changes in the surrounding business 
environment, above all, the primary task is one of managing knowledge, developing 
and building distinctive competence in particular fields, adapting and absorbing new 
and different knowledge sets when it becomes necessary and moving out of particular 
knowledge areas when they become redundant.  
18 The development may occur, for instance, in a product, like a car, or a process, like 
the manufacturing methods. Services are more difficult to place under one label. 
19 Souitaris (2002) found that internal training, teamwork, and formal and informal 
internal communication are important for innovative ideas. Also, the education and 
(previous) work experience of personnel were found to be sources of innovative ideas.
20 Internal competence acquisition is viewed as activities inside the firm for handling a 
situation at hand or for meeting future needs, which requires a (slightly or totally) 
different competence than the competence already possessed by the firm. Internal 
competence acquisition takes place inside the firm and may involve the firm’s current 
personnel, the board of directors, the entrepreneur himself and other owners of the 
firm. Here, only privately owned firms are referred to and listed firms are excluded. 
21 Acquiring competence via the social network means that in order to handle a 
situation at hand, or for meeting future needs, the entrepreneur uses her/his own 
personal or professional network outside the firm and by using that approach, 
competence can be acquired. If the personal network is used, it means that the 
entrepreneur contacts family or friends and if the professional network is used, it 
means that the entrepreneur contacts persons in his professional environment who are 
not part of her/his private and personal network, but are still well known, prior 
professional relations of the entrepreneur. Both approaches belong to a social network 
acquisition mode.
22 Kelly and Rice view alliances as partnership between firms to leverage resources to 
develop innovations, which may include joint innovation efforts and competence 
transfer. Alliances include development of technologies or products, or the licensing 
of another firm’s technologies. Alliances may also target marketing and/or 
manufacturing in the same way as product development. 
23 Reducing development costs like costs of technological development or costs for 
entering new markets, and reducing the risk of development or market entry, 
spreading the risk of technology development, to achieve scale economies in 
production, reducing development costs. 
24 Reducing development time span, like the time taken to develop and commercialize 
the new products.
25 Many such acquisitions have suffered from the loss or demotivation of key 
employees holding the desired competence or have failed to realize their expected 
potential for other reasons. Chaudhuri and Tabrizi (1999) and Hitt and Harrison 
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(1998) point out that using acquisition of other firms as a way of acquiring strategic 
capabilities has proven to be difficult. Many acquisitions have resulted in that the core 
competence of those acquisitions leaving the acquired firm as a consequence of being 
acquired, and thus, the competencies being paid for are lost. Dyke et al (1992) offer 
another perspective on the problem of firm acquisition. They found that individuals 
who purchase firms may lack the experience and competence to make the firms 
bloom. Taken together, this suggests that firms that are able to sustain a continuous 
creation of competitive advantage avoid the alternative of purchasing other firms, and 
instead start the firm from the beginning, which also the results of Dyke et al (1992)
indicate.
26 Market enterprising may be compared with entering new (international) markets. 
27 Push means in this context that the factor group(s) may indicate that an acquisition 
is needed. Navigate means in this context that the factor group(s) may indicate which 
type of acquisition mode is to be used in the case of a specific acquisition. 
28 The business concept may be viewed as a compass for how to orient the firm in the 
jungle of competition.  
29 The firm’s competence base may, in short be described as “what the firm has, and 
what the firm can do”.
30 The entrepreneur may in short be described as who s/he is and the contacts s/he has.  
31 The domain of the firm specifies what the core (and non-core) competencies are. If 
a competence is an important part of the firm’s domain, it is part of the firm’s core 
competencies, which means that it is an immediate part of the reasons for the firm to 
exist. If a competence is not part of the core competencies, this means that it supports 
the core competencies, but is not immediately crucial for the firm’s existence. 
32 The results in Volume One point at the business concept as including three aspects 
(See Volume One, Section 6.1.3 ff.), which concern the impact that business concept 
may have on the acquisition of competence. While all of these aspects of a firm’s 
business concept are worthy of investigation, in the present Volume the focus is set on 
one of the aspects, the aspect of core components. 
33 They describe the management comfort as a composite of familiarity with the 
competence, attitude to risk, and the firm’s culture.  
34 Options first come to exist when the firm’s existing resources and capabilities 
(internal) allow preferential access to future opportunities, and secondly, these depend 
upon what options the environment offers to the firms.  
35 The commercialization process for complex products has certain characteristics, 
according to Tidd et al (2001). The products are likely to consist of a large number of 
interacting components and subsystems, which complicates development and 
marketing. Also, the technical knowledge of customers is likely to be good enough, 
but there is a burden on developers to educate potential users, and that requires close 
long-term links between developers and users. Consequently, the cost of failure is 
likely to be high since the buying process is often lengthy and adoption may lag years 
behind availability.
36 Covin and Slevin’s (1989) results indicate that firms taking on an organic structure 
in a hostile environment will perform better than firms taking on a mechanistic 
structure. On the other hand, firms taking on a mechanistic structure will perform 
better in a benign environment than firms taking on an organic structure. The 
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organizational structure can be compared with what is called strategic intent in this 
study, whether to just access competence (cf. organic structure) or absorb competence 
(cf. mechanistic structure). 



53

* Winter at Gultzaudden in Luleå 2004. 
Photo: Malin Malmström. 

A path can be straight or curvy, which one do 
you prefer? The easy path that offers few 
surprises or the harder more adventures path. * 

                  3.

Method and 
Methodology.

This chapter begins with the scientific 
standpoint that I take and continues with a description of how the study was 
designed. This chapter also deals with how the central concepts were 
operationalized and measured, and how data was collected and analyzed. 
The corresponding question in the Questionnaire (see Appendix) for the 
variable discussed is given within brackets. As evident, the questionnaire 
contains considerably more questions that what are analyzed in this thesis. 
A discussion of reliability, validity and practicality ends this chapter.

3.1 Scientific Positioning. 

In this thesis I have taken the viewpoint that may be regarded as related to 
an analytical view of the world. Even though the world does not provide 
one right solution to how to acquire competence, I believe that there are 
better and poorer strategies for how to acquire competence. Therefore, I 
believe it is possible, within a contingency framework, to generalize results 
in relation to the situation at hand. In this thesis, a contingency model of 
competence acquisition is tested. This is in line with Rosenberg (1968), 
Chandler and Lyon (2001), and Lyon, Lumpkin and Dess (2000) who 
claim that generally, contingency models provide better explanations of a complex 
phenomenon. Accordingly, contingency models offer possibilities for 
generalizations in specific types of situations.
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I would argue that an analytical positioning places my view of the world 
closer to the regulation end of the continuum rather than to the radical 
change end as described by Burrell and Morgan (1979). I base this on the 
fact that I am more interested in explaining how organizations and society 
maintain order rather than explaining radical change in organizations and 
society. My intention, in this research process of completing the 
dissertation, is to portray actions and contexts of competence acquisition 
and effects of the same. However, my wish with this product, the 
dissertation, is to affect the business context, by hopefully making 
interested parties in the business world adopt a competence view in their 
strategic management thinking.

We cannot disregard the fact that there could be better and worse ways of 
handling a need for competence in a firm. Accordingly, some base for 
generalization is supposed to be possible to find. Due to the complexity of 
factors involved in a situation, one may doubt that such a generalization 
could be possible. Thus, there may be a middle way between the one 
general “recipe” and total individualization in every situation. Perhaps 
then, firms can find the use of a so-called general situation-based model 
for navigation in acquisition of competence.

The entrepreneurs are viewed as being in the possession of a significant 
role, via their actions and personal interpretations, and therefore, my view 
is in line with a “voluntarist” stance, as Burrell and Morgan label it. 
Accordingly, the view on human nature in this thesis is mixed. In 
addition, since I view the choices of competence acquisition mode as 
voluntary within a given frame, which can be seen as a deterministic view, 
my positioning can rather be described as a double perspective in line with 
Campbell (1988) and Häckner (2001). Analytical and interpretive 
approaches are combined in the study. Data has been collected in a 
structured way, but its substance is both the perception and interpretations 
of actors, and objective accountable data. Some phenomena are easy to 
describe and analyze objectively and then the difference between 
perceptions tends to be small. The information is “hard” as Häckner 
(1988) describes it. Other phenomena, especially abstract ones, have “soft” 
characteristics and may be perceived and interpreted in quite different 
ways. Häckner (2001) maintain that models can be developed both for 
objective analyses and interpretive methodology.  
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3.2 Selection of Respondents. 

This section contains a description of how the respondents were selected, 
and how the sample size was calculated.

3.2.1 The Selection Criteria.   

The use of a stratified sample procedure is common in Swedish small firm 
research (see e.g. Davidsson, 1989; Wiklund, 1998) and a stratified sample 
procedure was used in the present study for several reasons. (1) One 
reason was to make sure that fast growing firms would be included. In the 
Swedish small firm population these firms are few. A random sampling 
could result in such firms being missed. The intention was to pick half of 
the sampled firms classified as having high or moderate growth and half 
classified as having low or no growth.  

(2) A second reason was to focus this study on knowledge intensive 
industries (industries that require well-educated employees). This focus is 
based in turn on specific reasons. One reason, pointed out by Tidd et al
(2001), is that the traditional literature on industrial marketing has a bias 
towards relatively low-technology products, and has failed largely to take 
into account the nature of high-technology products and their markets. 
Another reason is because it could be expected that in knowledge 
intensive industries firms face a hard struggle to obtain the appropriate 
competence. Knowledge intensive industries were also targeted since 
competence acquisition patterns, and the effects of them were expected to 
be more distinct than if small firms in general were to be chosen. As 
pointed out above, an additional reason for using a stratified sample 
procedure in this particular manner is the risk of receiving a skewed 
sample if random sampling was used. 

(3) A third reason was that it was specifically important to make sure that 
all three strategic areas would be included in the sample. The strategic 
areas make up one parameter, which if ignored, is believed to provide 
skewed results. Consequently, to make sure that all strategic competence 
areas would be included, the particular design described below was 
chosen.  
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In order to choose which firms to incorporate in the design, three 
industries were targeted based on the fact that the industries are known for 
being excellent in specific strategic areas. The system development 
industry was chosen to represent the strategic area of product 
development. This industry represents a focus on both developing the 
physical technology of the goods and the software. This industry deals 
with constant product development and has also faced a tough market 
lately where they had to prove their abilities in product development to 
remain in business37. (Tidd et al, 2001). 

The manufacturing of electrical devices and instruments, the so-called 
electronics and optics industry38 was singled-out to represent the strategic 
area of production. The electronics and optics industry is generally a 
supplier to larger firms and their technological devices are production 
inputs in the larger firms’ products (Tidd et al, 2001).  

The choice of industry representing the strategic area of marketing fell on 
the advertising industry. However, I had some concern whether or not 
the advertising firms would be able to distinguish their marketing and sales 
to their own customers from their assignments of marketing and sales on 
behalf of their customers. Their own marketing and sales are viewed as 
connected to their marketing competence, while their handling of the 
customers marketing and sales is viewed as connected to their production 
and/or product development competence. As an attempt to approach this 
concern, I included two representatives from advertising firms in the pre-
test of the questionnaire (see section 3.4.1). As a consequence, the 
advertising industry was also chosen39. (Tidd et al, 2001). Accordingly, a 
total of six classifications of respondents became the result of the design. 
(Tidd et al, 2001)40. (See Figure 2). 

3.2.2 Calculation for Reasonable Sample Size.  

A specific calculation based on Hair, Anderson, Tatham and Black (1998) 
was carried out and makes up one reason for the choice of a specific 
sample size. They recommend a response size of 130 per group at a 
significance level of 5 percent and a power level of 80 percent. To reach 
this response level, the expected response rate has to be taken into 
account, which according to Alpar and Spitzer (1989) can be expected to 
be between 35 and 40 percent41. For the calculation of sample size in this 
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study, a reasonable response rate of 33 percent was used for extra caution. 
Accordingly, the calculation made with a response level of 33 percent 
indicates that 394 respondents were to be selected in each group 
(130/0.33 = 394). With six groups in total42, the amount of total sampled 
respondents adds up to 2364 (see Figure 2). As a consequence, according 
to this calculation a total of 2364 questionnaires needed to be distributed 
in order to reach at least the expected amount of response rate 
((130/0,33)*6), or in other words, a send out to 788 respondents in each 
industry.

 Strategic area 
Product

development
Production Marketing 

Performance 
Moderate or 
high growth 394 394 394 1182

Low or No 
growth 394 394 394 1182

  788 788 788 Total:      2364

Figure 2. Number of sampled respondents in six categories. 

3.2.3 Design Compromises. 

A preliminary register scan was conducted on small firms in Sweden. The 
upper size-limit of the firms being selected was set at 49 employees based 
on the assumption that as a firm becomes larger, the entrepreneur her-
/himself cannot keep track of every move in the firm. The lower size-
limit of the firms being selected was initially intended to be set at 10 
employees because in smaller firms the entrepreneur is more involved in 
operational matters rather than managing the firm. However, it became 
obvious that the number of firms in the firm size range of 10 to 49 
employees contained only half of the intended number of firms meant to 
be included. Consequently, to receive the required masses of firms, a 
decision was made to lower the size limits to five employees. As there 
appeared to be problems with receiving the crucial mass of firms in each 
firm category, I had to make a consideration of whether to expand the 
scope of SNI codes in each group or to expand the scope of employees in 
the firms targeted.
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Expanding the scope of SNI codes could create quite heterogeneous 
populations, and as I wanted the firms to be fairly homogeneous, this 
alternative appeared not to be an advantageous option. Expanding the 
scope of employees to 5 to 49 also has its drawbacks. Such a diversion 
from the mainstream definition of employee span could decrease the 
comparability with other studies. However, there is also a possible strength 
in such an expansion, as it provides the possibility of comparing the firms 
smaller than 10 employees with the firms having more than 10 employees, 
and thereby finding out whether size makes a difference for how 
competence is acquired. Accordingly, the final firm size range was set at 5 
to 49 employees with one exception. One case of 50 employees was 
allowed in the sample, because this particular firm was one of the cases in 
Volume One. The reason why I did not include firms smaller than 5 
employees is that there is a great risk of receiving only part-time one-man 
firms, and firms where the strategic questions of competence acquisition 
are not regarded as central and crucial.  

I had to compromise on the stratifying variable, growth in turnover per 
year, and I had to settle with a total selection of the firms in the particular 
size range and SNI codes in order to receive the crucial masses. The actual 
outcome in terms of growth shows that 53 percent of the firms have a 
growth rate below 10 percent and consequently 47 percent of the firms 
have a growth rate above 10 percent. 30 percent of the firms have a 
growth rate above 20 percent, which expresses a presence of high growth 
firms in line with what Ahrens (1992) defines as growth-oriented firms43.
The choice of the annual growth in turnover is based on the reasoning 
that firms today expand without employing more employees, which 
makes it reasonable to measure growth in terms of growth in turnover44.

An up-to-date database was ordered from Upplysningscentralen (‘the 
Swedish Credit Information Centre’) containing secondary data 
information on the small firms in Sweden that fit the selection criteria of 
SNI codes and size-range regarding the number of employees. Further, 
the database also contained financial details and some demographic 
information over the last five years45. Once the new size range was 
decided upon and the up-to-date database was received, it became 
obvious that adding an additional 100 to 200 firms in each industry 
category would generate a total coverage of the small firms in each 
category. This was also the reason why an additional few hundreds firms 
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were included. Consequently, a final selection added up to a total amount 
of 2766 firms included in the study. 

3.3 Design of Questionnaire, Measures and 
Operationalizations.

Thomas and Pollock (1999) maintain that developing consistent 
definitions of concepts such as competencies, competence building and 
competence leverage, and performance is only half the battle. In order to 
be useful, these definitions must also be measurable (Henderson and 
Cockburn, 1994). If a concept is conceptually clear but empirically 
impossible to measure, then it is of limited use in advancing our quest for 
knowledge. This does not necessarily mean that measurement must be 
easy, but it must be possible. In some cases, less quantitative measures of 
the key concepts need to be considered (Sanchez and Thomas, 1996). 
Lyon et al (2000) maintain that understanding and improving competitive 
advantages is a central aim of both strategic management and 
entrepreneurship. Therefore, it is necessary to make clear how a measure 
enhances our understanding of firm performance. 

The questionnaire was developed based on the results from Volume One 
and built from the theoretical framework. In the sections below, the 
operationalizations of a number of concepts used in this thesis are 
described. To begin operationally defining the phenomenon of 
competence acquisition, a large pool of concepts was generated from 
Volume One as potential measures for each of the variables in the model. 
A guiding principle in developing the questionnaire in this thesis was to 
use measurement scales that have been validated by previous research 
(Chandler and Lyon, 2001), but if necessary rework them to fit the 
purpose of this thesis. When no variables or measures from previous 
research were found, or were found useful for the purposes of this study, 
original measures were developed (Chandler and Lyon, 2001). In order to 
reach a reasonable response rate, all questions in the questionnaire have to 
be prioritized. Consequently, if a reasonable response rate is meant to be 
achieved, the number of questions that can be included in the 
questionnaire is limited.  
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First, the individual concepts and their origins are presented in detail, in 
accordance with the research model. Measurements are discussed in terms 
of how to measure the individual concepts and which items were used to 
measure a concept. Items that tap each concept were derived, item by 
item, from relevant literature. References to measurement sources do not 
necessarily refer to the research where the variable first appeared, but 
rather to authors that have shown the variable to be important and/or 
have discussed it in illuminating ways. 

Items were scored by respondents, either on five-point Likert-type scales 
or in open end questions. Chandler and Lyon (2001) argue that 
establishing multiple-item scales is particularly appropriate when primary 
data is collected. In the questionnaire, so-called ordinal scales are 
preferably used, but these are occasionally treated as metric scales in 
statistical analysis. I am aware that in this way I go against the 
fundamental assumptions in the data treatments where metric scales are 
required. At the same time I know that such a procedure in social science 
is common in statistical analysis. (Hair et al, 1998, p 8 ff.) A common 
problem with a scale is to provide the steps on the scale with 
corresponding values in words. The risk is that respondents do not 
perceive the distance between the five steps as equally great. The 
challenge was to find Swedish concepts that correspond to the distance 
on the scale, and I had to settle with approximations.

3.3.1 Competitive Advantages.  

The competitive advantages make up the dependent variable in this study. 
Measuring competitive advantages is interesting for many reasons. For 
instance, what do firms with strong competitive advantages do that firms 
with weak competitive advantages do not do regarding competence 
acquisition.

It has been recognized that the measurement of the competitive 
advantages in terms of development activities at the firm level is a complex 
problem (See Hansen, 1992; Souitaris, 1998). There is evidence that the 
empirical literature suffered from inconsistent results because of the 
difficulty in capturing the complexity of development work with a simple, 
accurate measure (See Souitaris, 2002). In the absence of direct measures I 
used combinations of approximates or estimates for them. This is in line 
with Saviotti and Metcalfe (1984) who argue that multi-indicators of 
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development activities could offer a better understanding of competitive 
advantages.

Six statements were used to measure the competitive advantages [12 a-f]. 
These six measures of the competitive strengths of the firms cover the 
development work in relation to important competitors in the three 
strategic areas. Both the value and efficiency dimensions (McGarth et al,
2001) are covered in each of the three strategic areas. (See Appendix). In 
line with Souitaris’s (2002) argument, the questions on development work 
used in this study were inspired by OECD (1992), but also by many other 
studies referred to below, and also for instance by Li and Calantone 
(1998), Souitaris (2002), Tidd et al (1997), Wiklund (1998), Davidsson 
(1989), and Westerberg (1998). 

Statements [12 a] and [12 b] refer to the strategic area of product 
development where one statement [12 a] concerns value changes while 
the other statement [12 b] concerns efficiency changes. These measures 
were inspired by Zahra and Covin (1993), Ettlie, Bridgs and O’Keefe 
(1984), Miller and Friesen (1982), and Miller (1988). 

Statements [12 c] and [12 d] refer to the strategic area of production where 
one statement [12 c] concerns value changes and the other statement [12 
c] concerns efficiency changes. The questions on strengths in production 
were inspired by McGarth et al (2001), Penrose (1959), Zahra and Covin 
(1993), Ettlie et al (1984), Wiklund (1998), and OECD (1992).  

Statements [12 e] and [12 f] refer to the strategic area of marketing, where 
one statement [12 e] concerns efficiency changes and the other statement 
[12 f] concerns value changes in line with quality improvements. These 
measures were inspired by Zahra and Covin (1993), Ettlie et al, (1984), 
Miller and Friesen (1982), Miller (1988), Wiklund (1998), and von Hippel 
(1988).

The amount of development work was estimated in relation to important 
competitors. Accordingly, in the present study impact measures (see e.g. 
Meyer-Krahmer, 1984; Smith, 1992) were used to measure the dependent 
variable. On the other hand, input measures were deselected from the 
questionnaire. One reason for not using input measures is that information 
about the exact expenditures (a typical input measure) directed towards a 
specific type of development work is hard to trace and would require too 
much time and energy of the respondent. A consequence of such 
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requirements is an increased risk of receiving a lower response rate due to 
such time-requiring questions (Cf. Alpar and Spitzer, 1989). In addition, 
activities in competence acquisition itself make up important input 
measures for development work (see e.g. Pavitt and Patel, 1988; Tidd et al,
1996).

Another reason for focusing on the use of relative measures (impact) 
instead of absolute measures (compare output measures)46, which are 
typically measured by the number of new products and new processes 
adopted during a specific period (see e.g. Smith, 1992; Li and Calantone, 
1999), is that the relative position of each firm provides details on the 
firm’s strength in competitive advantages compared to the firm’s important 
competitors. The use of innovation-count indicators, which output 
measures are, has the disadvantages that products and processes are 
incommensurable among industries and that they give no account of the 
economic significance of the innovations.  

The questions were formulated so that the respondent would take on the 
view of outsiders’ perceptions of how the respondent thinks that changes 
in the firm over the last three years are perceived by outsiders. The reason 
for having respondents take on an outsider’s perspective is that the answers 
are expected to be more sincere. Tidd et al (2001) point out that it is 
important to remember that it is the perceived degree of novelty that 
matters; novelty is very much in the eye of the beholder. Since the 
respondent is the entrepreneur, the perceived degree of novelty is what is 
received in this study. I assume there is significant correlation between the 
expectational and perceived world of the entrepreneurs and the objective 
world of these relationships. A factor analysis showed an acceptable level 
of Cronbach’s alpha ( =.7) for making a summated scale based on the six 
items presented above. 
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3.3.2 Competence Acquisition Modes. 

When going through the literature on competence and how competence 
is referred to, as developed or acquired, there appears to be some 
confusion regarding sources of competence and modes of competence 
acquisition. A source is the nature of the package in which the 
competence comes, while a mode is the way in which the source is 
approached. However, source and mode seem to blur, as it can be hard to 
measure a mode without mentioning the sources. Therefore, the phrasings 
of the questions in the questionnaire were critical for actually measuring 
actions and not “things”. To illustrate; on the one hand, a source may 
appear as being a market source, for instance a consultant. On the other 
hand, if that very consultant is the spouse of the entrepreneur it becomes 
unclear whether the mode is a market mode or a social network mode. If 
the consultant is looked upon as a source, it can be labeled a market 
source. But, if looked upon as a mode, it cannot be as easily fitted into a 
label. However, taking the definitions of the different modes, it becomes 
clear that if the consultant is the entrepreneur’s spouse, the mode is 
equivalent to the use of a social network mode. This indicates that the two 
perspectives, the source perspective and the mode perspective are related 
but different. The used perspective may lead to diverse interpretations of 
the nature of the category that the activity belongs to. Therefore, one 
must be careful when modes of competence acquisition are 
operationalized so as not to fall into the trap of measuring a source, while 
claiming to study a mode. I made an attempt to avoid this trap, by asking 
how commonly specific actions are taken when a specific competence 
type is needed. [7-9] (See Appendix). 

The competence acquisition alternatives appear in the questionnaire in the 
order: internal, social network47, and last, market modes. Both the market 
and the social network mode were each divided into two variants: to 
absorb and to access. Accordingly, the difference between the variants can 
be found in the intent of using a mode, namely, either to absorb through 
hiring and consequently, internalize the competence by expanding the 
firm’s own competence base, or to access competence via buying in order 
to temporarily access competence, with no long-term consequence to the 
firm’s own competence base. Accordingly, five variants of modes to 
acquire competence were measured in each of the three strategic areas. A 
factor analysis was conducted regarding the variants of modes, which 
showed that sorting the modes in these particular five variants of 
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competence acquisition modes was empirically supported. Expressed 
differently, these variants proved to be separate and distinct. All 
Cronbach’s alpha values showed acceptable levels. The lowest alpha value 
is (  =.67). 

The definition of competence includes productive use (see Volume One, 
Chapter 2) and in order to follow the definition, competence acquisition 
was measured as a product of (1) questions covering how common a 
specific mode was used for solving a specific competence need during the 
last three-year period and (2) how satisfied the entrepreneur, in general, is 
with the outcome from using that mode. Accordingly, each variant of 
mode was based on both the frequency of use of a variant of mode and 
perceived satisfaction with the outcome from using the variant of mode. 
These indexes have the potential of reflecting “knowledge put to productive 
use”. The questions, regarding the frequency of use of different modes for 
competence acquisitions and the perceived outcome thereof were inspired 
by results from Volume One, as well as by a thorough literature review, 
and are original. [7a-e] [8a-e] [9a-e] (see Appendix).  

Each of the three strategic areas was covered in the Questionnaire. 
Empirical tests showed that separating between acquisitions in difference 
strategic areas was not necessary as the actions taken in each area were 
strongly associated. Therefore, modes of competence acquisition were 
viewed as the sum of actions in the three competence areas regarding the 
use of a variant of a mode. Taken together, the index for each variant of 
mode was based on six items; the sum of frequency of use from the three 
strategic areas (3 items), and the sum of rated satisfaction from the use in 
the three strategic areas (3 items)48. Tidd et al (2001) also argue in line with 
this decision. They say that innovation needs to be managed in an 
integrated way; it is not enough just to manage or develop abilities in 
some of the areas. Accordingly, in the model tests, the modes were treated 
as five separate variants representing use of modes.

The information on the use of competence acquisition mode was all 
collected from the entrepreneur, which seems reasonable, as the 
entrepreneur may be considered as the center of enterprise behavior. 
Therefore, the entrepreneur makes up an important data source that can 
provide information crossing all borders of strategic areas, both inside the 
firm and activities in relation to competence surrounding the firm. The 
questions on frequency measure actions taken in the firm and not 
attitudes, which is why these questions are not exposed to the 
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respondent’s daily mode. This means that the answers can be expected to 
be the same, no matter which day or time of day the respondent answers 
the questions. Thus, the measures can be viewed as having objective 
elements as the answers are given on what they do, not on what the 
entrepreneur prefers to do. Still, the information provided is based on how 
the entrepreneur estimates the frequency of the use regarding different 
variants of modes. This pinpoints the presence of subjective elements in 
the information provided. Expressed differently, the measures appear to be 
objective as the respondent can answer whether or not some mode is used. 
On the other hand, the degree of use of a particular mode is estimated by 
the respondent and is not subject to fixed numbers of use but to a concept 
(e.g. sometimes, often), and is therefore, primarily of subjective nature. 
The degree of satisfaction might be affected by the daily mode, and results 
from major actions taken and not on a general level. However, this does 
not have to be a problem since attitudes towards a specific mode may be 
one reason why this mode is used to a specific extent.49

3.3.3 Competence Base. 

Human capital and intellectual capital are two commonly used terms in 
the literature that refers to a firm’s competence base. Several attempts have 
been made to approach a mirroring of the competence base. Common 
measures for these terms are level of formal education and skills, of which 
the latter refers to being fully trained for a position or not. The number of 
years in the work position is also a measure commonly used to indicate 
the work experiences of the employees. (Laurell-Stenlund, 2004). 

Laurell-Stenlund (2004) argues that the formal education level of 
employees to some extent describes the firm’s requirements on the 
employees for the firms strategic operations. Laurell-Stenlund (2004, p. 
35) views the employees total experiences as equal to the number of years 
in a work position. Wiklund (1998, p. 128 ff), in turn, uses the indicators 
of number of board members, numbers of external board members, 
management team size, number of university graduates, and proportions of 
the last two parameters to describe the competence base of the firm. 
However, Wiklund (1998) implies that the boards of directors have a 
limited influence on firms’ growth, at least at the aggregated level. In 
addition, Ylinenpää (1997) recognizes that criticism has been directed 
towards using formal education level to describe the competences of the 
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employees, as it disregards the informal development of the competence in 
the firm’s operations.

In this study the competence base is viewed as an independent variable. 
Six items were used in order to try to capture the essence of the 
competence base. The quality level of the competences of the firm could 
be expected to be of direct consequence to the firm’s productiveness. 
Kelly and Rice (2001) state that a firm’s prior resources, and in particular 
their qualities, affect a firm’s subsequent actions. They argue that what is 
missing in studies for understanding resource acquisition is the influence of 
the quality of these resources. I have not yet come across such a measure 
in the literature, and therefore I have developed my own measures for a 
firm’s level of productiveness in terms of competence [2 a-c, 3 a-c] (see 
Appendix). By trying to grasp surrounding perceptions of a firm’s 
competences, an attempt is made to strive towards finding a way of 
framing good competence that comes to productive use in the firm, and 
eventually to the surroundings in the shape of attractive products (in terms 
of perceptions regarding what the firm produces, and in terms of 
attractiveness as a workplace). These measures refer to the concept of 
reputation, a concept debated in the literature (see e.g. Hultman, 
Gunnarsson and Prenkert, 1998; Bergmann, Lichtenstein and Brush, 
2001). A firm’s reputation regarding its competence base mirrors the firm’s 
abilities to meet demands (Bergmann, Lichtenstein and Brush, 2001). Any 
attempt to meet a demand made by a firm (i.e. a firm’s competence) will 
reflect the competence base and weather it is appropriate for this purpose. 
Having a competence base of high quality is the fundamental basis for a 
strong and favorable reputation.

In fact, I used the concept of reputation when addressing the firm’s 
competence base as a way of grasping the competence level. This choice is 
supported by the fact that (1) the content and the capacity aspects (areas 
and level of the employees’ education and work experience) of the 
competence base correlates with reputation. In addition, (2) reputation 
appears as a measure of a more “objective” nature, since it is a less 
straightforward way to measure the competence base. Yet another reason 
(3) for using reputation as a measure for the competence base is due to the 
fact that the content and capacity measures are not normally distributed, 
which the reputation is. In addition, (4) having a competence base with a 
large proportion having high university degrees does not, per se, provide a 
better competence base, as the education has to be put to use50.
Accordingly, as interesting as the education level and the work experience 
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level of employees are, by stating the formal competence level as well as 
the informal level, they do not say how these competences come to 
productive use in the firm. It can only be assumed that the greater the 
proportion of employees having a university degree, the more productive 
the firm will be. A similar assumption can be made for length of work 
experience in a competence area. Although, these assumptions appear fair, 
it is still a fact that an education level or long experience does not 
guarantee productive outcome. Those aspects by nature underlie the base 
for actions but are not directly related to actions taken in a firm, but 
actions can be expected from them. Accordingly, in order to comprehend 
a competence base, the reputation was used.  

Reputation is addressed in two ways of which one is the perceived 
attractiveness of the firm as a work place (3 items). This measure expresses 
the strength of the reputation and how good or bad the reputations of the 
firm’s strategic areas are. [2 a-c]. The subjectivity of the measures of the 
competence base does not have to be a problem, as the entrepreneur’s 
perception of the firm’s strength in the competence base and the options it 
provides, does not have to correlate with the actual actions taken in 
competence acquisition. Perceived competence attractiveness of the firm is 
used as an approximate measure for reputation adding a somewhat 
objective angle to the concept of reputation. It expresses how the 
entrepreneur finds the access to competence stemming from the 
attractiveness of the firm’s competence base. This is based on the 
assumption that perceived attractiveness of competence is based on the 
firm’s reputation (Wiklund, 1998). However, as this first measure might 
give a somewhat skewed picture (firms may want to come across as an 
attractive work place), another measure was also used.  

The second way to address the reputation in this thesis is the perception of 
the picture of how the customers’ view the competence base (3 items). 
This second measure concerns the strength of competence in a specific 
strategic area, whether its nature is strong or weak inside the firm. The 
underlying assumption is that a strong reputation is based on strong 
competence while a weak competence would not attract the same amount 
of competence from the surrounding environment. The questions are 
phrased as how the entrepreneur thinks outsiders perceive the strength of 
the firm’s competence. This way of phrasing questions is an attempt at 
receiving more honest answers. [3 a-c]. 
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In an attempt to make the construct of the competence base more robust, 
an index was created based on the six items. This index belongs to 
formative indicators (see section 3.5.1), which means that the items address 
different aspects of the competence base. For instance, a firm can have a 
reputation of being excellent in production and at the same time have a 
reputation of being weak in product development. Accordingly, the 
competence base was treated as one variable in further analyses.

The aspect of qualification level regarding the competence base (see 
Volume One, Chapter 6) has been merged with the aspect of reputation 
in the present Volume. One reason is that the qualification level may be 
seen as an input to the reputation. Expressed differently, the better the 
qualification level, the stronger the reputation will be. Another reason is 
that qualification as such is difficult to measure, which is also why it 
appears reasonable to merge it with reputation, which in itself is a 
challenge to measure.

One could argue that there is a need to measure the variable reputation 
with data obtained from some objective source, such as accounting data. 
However, I could not use such objective data on the reputation aspect 
because reliable data on this particular variable is difficult to find, as the 
competence attracted to the firm is anonymous to me, and would 
therefore, be almost impossible to find. In the absence of such direct 
measures I was obliged to use estimates for them. I assume there is 
significant correlation between the perceived world of the entrepreneurs 
and the objective world of these relationships. 

3.3.4 Business Concept. 

The business concept is viewed as an independent variable in this study. 
To grasp the essence of the business concept, the core components of the 
business concept were used. The essence of the business concept is 
measured by three items that try to capture how considerably important a 
strategic area of the firm is for the firm’s competitiveness [14 a-c]. The 
question is original, but inspired by Normann (1985), and generated to 
find out how challenging the business concept is (Tidd and Trewhella, 
1997).
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The business concept consists of formative indicators (see section 3.5.1), in 
line with how Normann (1985) argues. He maintains that the business 
concept consists of three different core components, which taken together 
as a whole make up a system that expresses the business concept. These 
three items that concern the business concept measure different aspects of 
it, which is why the items did not need to load in a similar way and were 
not expected to correlate when a factor analysis was conducted. The 
components of the business concept can work in differently, which could 
be expected from a formative concept. This phenomenon means that the 
competitive emphasis could differ between the components in a systematic 
way. The business concept is treated as an index based on the three items 
measuring the importance aspects of the business concept in further 
analyses. It was necessary to treat the business concept as one variable due 
to construct validity. (See Section 3.5.2). 

In Volume One, a number of aspects were identified in relation to the 
business concept. Though all of the aspects are worthy of further 
investigation, I chose to focus on the aspect referred to as core component 
in Volume One in the present thesis.

3.3.5 Entrepreneur’s Education. 

In order to test the model, the factor, the entrepreneur, was treated as 
three distinctive sub-variables; (1) the entrepreneur’s comprehensive level 
of education, (2) the entrepreneur’s comprehensive level of experience, 
and (3) the entrepreneur’s tolerance for ambiguity. All three sub-variables 
are viewed as independent variables. One reason for this treatment is the 
different nature of the sub-variables. One sub-variable is concerned with a 
choice or a few choices that make the education path, and for most people 
such choices are made early on in their lives probably before of any work 
career, and during a concentrated time period. The experience level is 
built from a bundle of choices, and the actions stretch over a long period 
of time and accumulate over the years as a consequence of the work 
carrier. Accordingly, education is viewed as being on a formal and abstract 
level, while the experiences are viewed as being on a practical level, which 
is why it is reasonable to assume that the education and the experience 
differ by nature. Since there are reasons to assume that these two sub-
variables are fundamentally different, they are treated separately. The third 
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sub-variable, the entrepreneur’s tolerance for ambiguity, is concerned with 
the essence of a person, a state of who he or she is.  

The entrepreneurs’ education that is of interest in this study relates to 
either one or all of the three strategic areas, as it can be expected that those 
types of education are most central for how competence is acquired. Thus, 
education outside the professional field of the entrepreneur is not included 
in this study (see Volume One). The main focus on the entrepreneur’s 
education is covered by type of education and level of education [19 a-c] 
and is inspired by Manolova, Brush, Edelman and Greene (2002), 
Wiklund (1998), and Westerberg (1996). The advantage of knowing 
variations in the educational background is that the entrepreneur may have 
shifted focus in the education along the way, and may therefore, have 
important additional fields of knowledge than what the latest education 
may reflect. However, the further back in the entrepreneur’s history an 
education is located, the less likely it can be expected that the particular 
education matters for the entrepreneur’s action as s/he may have moved 
away from that track of knowledge.  

The items measure different aspects of an entrepreneur’s education 
meaning that the construct of the entrepreneur’s education is a formative 
indicator (see section 4.4.1) that treats different aspects of the construct 
and thus, do not need to work simultaneously. Therefore, the items do 
not need to load alike in a factor analysis to be treated as an index in 
further analysis. Accordingly, an index of the entrepreneur’s education was 
made from the three items of her/his education (technology, production 
and maintenance; product development and design; business 
administration, marketing and sales). [19 a-c] (See Appendix). 

3.3.6 Entrepreneur’s Experiences. 

The entrepreneurs’ experiences were measured by several items. First, the 
entrepreneurs’ work experience was measured by three items focusing on 
the scope of work experience within the three strategic areas [20 a-c]. The 
fourth item measures length of experience from working in the current 
industry [21]. The fifth item tries to capture the length of experience from 
being in a position as a manager [22]. The measurement of all the 
experience items is fairly straightforward. The exact phrasing of most 
questions was originally taken from Davidsson (1989), Wiklund (1998), 
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and Westerberg, (1996), but also inspired by Manolova et al (2002), and 
Bijmolt and Zwart (1994). The database provided details for the sixth 
item, which was length of being in present CEO position. All these items 
taken together may reflect the entrepreneur’s experiences, in line with 
what Tidd et al (2001) refer to as management comfort. Accordingly, the 
various aspects of the entrepreneurs’ work experiences belong to reflective 
indicators. This means that the “bundle” of experiences attempts to 
capture the latent variable, which is the entrepreneur’s experiences. This 
means that the latent variable (the entrepreneur’s experiences) is an effect 
of the manifest indicators (the items). (See section 3.5.1) 

A factor analysis shows that the diverse versions of the entrepreneurs’ 
experiences appear to form one dimension, based on an acceptable level of 
Cronbach’s alpha ( = .78). Accordingly, if an entrepreneur has a long 
experience within one version, the entrepreneur tends to also have long 
experiences within other versions. Expressed differently, this indicates a 
possibility to treat the work experiences of an entrepreneur as one variable 
by creating a summated scale. Therefore, an index of the collected 
experience profile of the entrepreneur was made from these items and was 
used in further analyses.  

3.3.7 Tolerance for Ambiguity. 

The entrepreneur was also measured by the sub-variable, the 
entrepreneur’s tolerance for ambiguity. Four items were used which were 
taken from Westerberg (1996) originally modified from Lorsch and Morse 
(1974). The exact phrasing was taken from Westerberg (2001). [23-26]. 
Two scales were inverted, which offers the potential for a validity test of 
the respondents’ responses. A factor analysis showed that these items form 
one dimension, which can be expected from reflective indicators. The 
Cronbach’s alpha showed an acceptable level ( = .57) and therefore a 
summated scale could be created.

Five aspects of the entrepreneur were identified in Volume One, and all of 
these deserve further investigation, but still only three of them were 
included in the present study (education, experience, and tolerance for 
ambiguity). (See Volume One, Chapter 6). The aspect of the vision of the 
entrepreneur, and the aspect of consensus (in cases of several entrepreneurs 
running a firm), have been disregarded. The aspect of consensus was 
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disregarded in this study on a bold and perhaps somewhat unfair 
assumption, that one person in the firm makes up the ultimately most 
driving force for running the firm. Despite the presence of a management 
team, it was assumed here that there is one strong force, the entrepreneur, 
for how the firm is run. Further, the results in Volume One did not show 
strong results regarding the vision and the aspect of consensus, which is 
also a reason why these concepts are not further examined in this study. A 
secondary reason is the complexity of measuring such diffuse concepts as 
vision and consensus, which may even be diffuse to the entrepreneurs 
themselves, and are therefore, both difficult to measure, and difficult to 
respond to in a questionnaire.  

3.3.8 Contingency Factors. 

The characteristics of the firm’s context were collected via an examination 
of the respondent’s perception of the context, in which the firm acts. 
Consequently, I followed the logic that perceptions are important because 
they are the basis for entrepreneurial action. (See Tsai, MacMillan and 
Low, 1991).

One might question the separation between the two context 
characteristics; complexity of technology and environmental uncertainty. 
The two variables correlate, however, but they are not interchangeable. 
The complexity variable departs from perceptions of internal conditions, 
and the other, the environmental uncertainty departs from perceptions of 
external conditions, consequently they are treated separately.

It was also suggested in Volume One that the firm’s stage in its lifecycle 
and the age of the firm might have an impact on the acquisition of 
competence. However, the lifecycle and age of the firm can be related to 
the entrepreneur, and the entrepreneur is argued to be the center of the 
firm, and therefore, the age and lifecycle of the firm were viewed as 
secondary factors. If an entrepreneur is well known within the industry 
where the firm operates, an established network of contacts probably 
already exists, which can be used to acquire competence despite a young 
age and early stage of the firm. Also, a shift of entrepreneurs in an 
established firm does not automatically mean a transfer of network 
contacts, and transfer of trust on the market. 
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Complexity of Technology. 

Four items on complexity of technology were included in the 
questionnaire [11 a-d]. Two items [11 a-b] aimed at capturing aspects of 
routine tasks, while two items [11 c-d] dealt with identifying analyzability 
of tasks (see Appendix). These questions were inspired by the results in 
Volume One, Westerberg (2001), Macintosh (1995), and Miller (1993). 
These four items belong to formative indicators. (See section 4.4.1)

In order to analyze and test how the model works in different complexity 
contexts, two separate contexts were set, one characterized by high 
complexity and one characterized by low complexity regarding 
technology. The upper 25 percent and lower 25 percent, so-called 
quartiles, of respondents were used in order to identify such contexts. The 
index for complexity was used to identify such cases. The lower quartile, 
which identifies firms belonging to a context of low complexity, show 
that firms having an index of 2.5 or lower are such firms. The upper 
quartile identifies firms belonging to a context of high complexity, which 
are those having an index of 3.75 or higher.  

Environmental Uncertainty.

The measures of environmental uncertainty concern the entrepreneur’s 
perception of the surrounding environment, and have many sources of 
inspiration, but are mainly borrowed from Wiklund (1998). 
Environmental uncertainty is measured by three items. These items 
concern environmental pressure on specific areas of innovation; (one) 
market innovation [14 a], (two) product innovation [14 b], and (three) 
production innovation [14 c] (see Appendix). These questions were 
inspired by Daft, Sormunen and Parks (1988), McKee et al (1989); Mullins 
and Cardozo (1992), Child (1972), Zahra and Covin (1993), Hall (1992), 
Ettlie et al (1984). These three items belong to reflective indicators and 
Cronbach’s alpha proved an acceptable level (  =.64). Therefore, a 
summated scale for environmental uncertainty was created. 

In order to test the model and compare how the model works in two sets 
of uncertainty contexts; high and low environmental uncertainty, the 
upper 25 percent and lower 25 percent, so-called quartiles, were used. 
The index for uncertainty was used to identify such cases resulting in firms 
having an index of 3.35 or lower being identified as belonging to a 
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context of low uncertainty. Firms having an index of 4.00 or higher were 
identified as those belonging to a context of high uncertainty.   

3.4 Data Collection and Analysis Methods. 

This section deals with a description of the research process presented in 
chronological order, starting with the process of administrating the 
questionnaire, followed by response and non-response analysis, moving on 
to data entry and data treatment, and last the methods of analysis is 
described.

3.4.1 Administrating the Questionnaires. 

The questionnaire was pre-tested in seven rounds where adjustments were 
made between the tests when found essential. The survey study was 
administrated via mail directed to the CEO of the firm. The questionnaire 
addressed the CEO of the firm because this study aims for the manager of 
the firm, as s/he is expected to have a good knowledge about the firm’s 
operations and strategic direction. (See Chandler and Lyon, 2001.) The 
database received from Upplysningscentralen (UC) contained the 
information needed for both sending out the questionnaire and for making 
proper analyses for the purposes of this study.

3.4.2 Responses. 

A total of 842 useful answers were received out of the total number of 
2766. This corresponds to a response rate of 30.5 percent (cf. Section 
3.2.2), which can be considered an acceptable level. Parallel to the original 
data set a transformed data set was computed for the purpose of 
harmonizing the fiscal years. The result of this procedure indicates that 
there are no reasons to believe that there are differences caused by the 
unharmonized data.
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3.4.3 Non-Response Analysis.   

Non-response analyses were undertaken in order to depict potential bias 
in the sample achieved. First, from a total of 53 returned questionnaires, 
with notice from the respondents that they could for some reason not 
participate provided some indications for reasons for non-response were 
collected. Common reasons were; do not have the time to fill out the 
questionnaire, or do not, by principle, participate in any survey, or the 
CEO is no longer in the firm. Continuing this form of analysis was not 
reasonable due to the time-consuming work of contacting a large number 
of non-respondents. 

Instead, another version of non-response analysis was conducted. 
Respondents were statistically compared with non-respondents. 
Information available for non-respondents was restricted to the 
information in the database, while considerably more is known about 
firms that completed the questionnaire. The characteristics of the non-
responses were checked for bias according to the criteria of selection. No 
significant firm size (in turnover or number of employees) difference was 
found. Neither was any significant difference found regarding profit 
between the compared groups. There are no differences in growth 
regarding profits between non-respondents and respondents over the two 
last reported years (2002 and 2001, and 2001 and 2000). However, there 
are differences in growth between non-respondents and respondents in 
terms of turnover (p<0.001). However, a significant difference might 
occur due to the large sample size included in this analysis. Consequently, 
this difference could also be a result of the sample size. Still, this particular 
difference will be dealt with further if the results indicate that there are 
differences in terms of growth in turnover. A corresponding pattern 
appeared regarding the variable of managers’ age, where a significant 
difference appeared, but the practical difference can be neglected 
(p<0.001; the respondents seem to be on average 48 years, which is two 
years older than the non-respondents, 46 years). The practical difference 
can also be a product of the large sample size. Still, this result may be a 
weak indication that age matters for the response rate, where younger 
entrepreneurs tends to provide a higher response rate than older 
entrepreneurs do. (See Alpar and Spitzer, 1989.) 
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Since this study includes three industries, the respondents of each industry 
were compared to the non-respondents in the corresponding industry. No 
significant industry differences were found in the system development and 
electronic and optic industry regarding size or turnover. On the other 
hand, a significant difference in firm size regarding number of employees 
between respondents and non-respondents in the marketing industry 
(p=0.041) appeared. However, there is no practical difference as the 
average firm size regarding respondents is around eleven employees, and in 
the non-responding firms, the firm size is around twelve employees.  

The distribution in the sample viewed from a firm size perspective has a 
heavy tail towards the small sizes in the group of firms between 5 and 9 
employees. In this particular firm size group, 50.1 percent of the sampled 
firms were found. This is also a parameter for the non-response analysis. 
It turned out that the responses from the firms in the corresponding size 
range equal exactly the same proportion as the proportion of the total 
sample, 50.1 percent (or 429 of 842 responses). I perceived a risk of not 
receiving the same distribution due to some comments of the smaller 
firms that rejected participation, because they perceived themselves as 
being too small to be able to answer the questions in a meaningful way. 
That is why I found this aspect of the non-response analysis essential.  

3.4.4 Data Entry and Data Treatment. 

The data entry process was conducted during the late summer and early 
fall of 200351. After the data-entry process was completed, the data entered 
was crosschecked by being control read against the registered data, and 
corrected where incorrect values were entered. Based on these activities, 
the data entry process has been double checked in order to ensure 
accuracy. A number of decisions regarding blurred situations had to be 
made in this process. When a respondent had entered two values on one 
scale, the mean value of those two values was entered. If both the 
alternative of “do not know” and a value on the scale were indicated, the 
value on the scale was registered. After the data entry process was over, 
the database was transported in to SPSS 11.0, which further on served as a 
tool for statistical preparations of the questionnaires and analysis of the 
responses.
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The design of the questionnaire makes missing data a natural part. 
Accordingly, data could be missing by design. Consequently, in this data 
set, replacement of missing data could be a process of manipulating the 
data, which is why such procedures are avoided. However, the design 
also allowed for crosschecking responses, and identifying cells, which 
where missing data and which naturally ought to be “0”. Accordingly, 
replacements of missing data were undertaken when it was reasonable to 
assume that the missing data was a “0”. The decision to impute affects the 
result as the mean values become lower than what they would have been 
otherwise52. The procedure was undertaken due to the fact that 
neglecting the missing values was considered to be a more wrong 
approach.

Before any statistical analyses were conducted, tests for normality (Hair et 
al, 1998, p. 70 ff) were made and these tests showed that all curves are not 
perfect, but small standard errors of skewness and Kurtosis led to the 
decision that data transformations were not necessary. Also, linearity and 
independence (Hair et al, 1998, p. 75 ff) were acceptable. 

3.4.5 Method of Analysis. 

Due to the fact that the actions in competence acquisition in small firms 
are still fairly unknown, it seemed fair to begin by describing the 
phenomenon at hand. Accordingly, descriptive statistics for competence 
acquisition dominate Chapter 4. Descriptions of frequencies and mean 
values are mostly focused on.  

Factor analysis was used in order to reduce the number of variables and 
consequently, create robust variables for further model tests (Hair et al,
1998, p. 87 ff.). The reflective scales made from the items related to each 
variable were used in the model tests. By making the measurements more 
robust, via data reduction, an attempt was made to increase measurement 
reliability. Principal component extraction was used, and factors with 
eigenvalues larger than one were extracted (Kaiser’s criteria). The original 
factor solution was rotated using Varimax rotation. However, when the 
rotated analysis did not provide a more interpretable solution, the original 
solution was chosen. Values below .3 were suppressed. (See Floyd and 
Widaman, 1995; Hair et al, 1998). Factor analyses were conducted on the 
reflective variables which are the use of competence acquisition modes [7-
9], the entrepreneur’s experiences [20-22], and the entrepreneur’s 
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tolerance for ambiguity [23-26], and the environmental uncertainty [14 a-
c], and the competitive advantages [12 a-f].

One approach to testing and analyzing contingency models is splitting the 
sample based on the contingent variable (Chandler and Hanks, 2001). 
Accordingly, the use of competence acquisition modes in different 
contingency contexts was analyzed where firms’ with different strengths in 
their competitive advantages were distinguished between in T tests53

procedures in order to explore if there were differences among the groups 
of firms. (Hair et al, 1998). T tests were chosen instead of regression 
analysis since the research question deals with differences and T tests can 
show how great the differences are.  

The lower and upper quartile regarding the index for competitive 
advantages was used to identify firms with weak and strong competitive 
advantages respectively. Firms having an index below 3.33 were identified 
as having weak competitive advantages. Strong competitive advantages 
were identified as those firms having an index of 4.00 or above. The use 
of modes was analyzed and interpreted. The 2-tailed significance level was 
used to interpret the results. It is considered a more conservative indicator 
as it does not pre-assume a predetermined direction in the hypothesis 
about which group is expected to have higher values than the other 
group. Instead, this indicator is more open for what appears in the results. 
Equal variance is assumed, which was also tested. Tests for 
homoscedasticity were found crucial since T-test were made where equal 
variance is necessary. Equality of variance in a dependence relationship 
(Hair et al, 1998, p. 73 ff) was checked to make sure that both statistical 
and conceptual assumptions were met. 

By splitting the sample and analyzing the use of competence acquisition 
modes and the model in various contexts based on the contingent 
variables, this study follows the argumentation made by Chandler and 
Lyon (2001). They argue that contingency models provide significantly 
more sophisticated insights into the relationships among for instance 
entrepreneurship, firm performance, and other relevant concepts than do 
direct effects models. Chandler and Lyon (2001) also maintain that given 
the inherent complexity of entrepreneurship, and the large number of 
related concepts (e.g. environment, management processes, strategy, and 
so on), it may be that in many cases, direct effects models may prove to 
be entirely inadequate and researchers may have to rely on contingency 
or configurational models. (See Chandler and Lyon, 2001.)  
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The model tests in Chapter 5 were performed by using Structural 
equation model technique via the software AMOS (Byrne, 2001). 
Structural equation modeling offers possibilities to see the chain of 
variables working as a whole. The modes of competence acquisition hold 
both an independent and a dependent character in this model. 
Unstandardized coefficients were used in these model tests based on the 
possibilities this choice offers for interpreting the “greatness” of a 
coefficient in a single relationship and for the possibilities for comparability 
across samples (Singh, 1995; Hair et al, 1998, p. 614).

The theoretical model developed in Volume One contains feedback loops, 
which were not possible to test in the Structural equation modeling made 
here. The reason is that the data for the statistical analyses was collected at 
one point in time, and therefore, it would not be a proper treatment to 
involve feedback arrows in the model tests. In the Structural equation 
model tests no signs of multicollinarity were found since standard 
deviations are small, which indicates a robust model. Therefore, the need 
for multicollinarity tests was considered optional. 

The significance level was chosen at 5 percent, since it is commonly used 
in statistical studies in the social sciences (Alpar and Spitzer, 1989; Hair et
al,  1998). Some would question the use of  5% when the total amount 
of firms having specific SNI-codes in the specific size range is addressed. 
In some ways I can sympathize with such reasoning. However, drawing 
lines between which firms can be considered to be included in an industry 
or not is not easily done, as no such clear limits exist. Firms compete over 
the SNI code limits that define an industry, in perhaps even more than 
one way. So, claming that a total investigation has been made is hard to 
do. Some firms that compete with half of its business in a way that fits the 
definition of one of my selected industry codes might be categorized in an 
industry code that is not selected in this study, and therefore such firms are 
not represented in this study, which makes it hard to claim that the study 
is a total investigation. The opposite reasoning is also possible where a firm 
included in the study also fits a definition of an industry not being 
included in the study.

Structural equation modelling is an explanatory multivariate technique 
that offers the potential to analyze whether factors are crucial. The most 
obvious determinants for the “crucialness” of a factor involve examination 
of the estimated coefficient and the corresponding significance level (Hair 
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et al, 1998). The technique is developed to be confirmatory as it tries to 
determine the extent to which a theoretical structure is consistent with 
empirical data. There are no right or wrong fit measurements of overall 
model fit, generally speaking. However, use of multiple indicators is 
recommended. Accordingly, in order to interpret the results from the 
Structural equation modelling used (Bollen 1989; Hair et al, 1998) a 
number of model fit measures were used, which are presented briefly 
below:

CMIN:  Minimum discrepancy, most commonly expressed as 
chi-square ( 2) statistic (Browne, 1982; 1984). 

DF: Degrees of freedom (Rigdon, 1994). 
P:  P is the probability of getting as large a discrepancy as 

occurred with the present sample (under appropriate 
distributional assumptions and assuming a correctly 
specified model). That is, P is a value for testing the 
hypothesis that the model fits perfectly in the 
population. (Browne and Mels, 1992). 

CMIN/DF:  This ratio has been suggested as a measure of fit and a rule 
of thumb is that the ratio should be close to one for 
correct models. However, it is not clear how far from one 
the ratio can go before concluding that a model is 
unsatisfactory. (Wheaton, Muthén, Alwin, and Summers, 
1977; Carmines and McIver, 1981; Marsh and 
Hocevar,1985; Byrne, 1989) 

IFI:  Incremental fit index (Bollen, 1989). 
NFI:  Normed fit index (Bentler and Bonett, 1980; Bollen, 

1989). Prior research suggests that the IFI and NFI 
indexes are less dependent on sample size. These 
indexes evaluate fit on a scale ranging from 0 (no fit) 
to 1 (perfect fit). 

RMSEA:  Root mean square error of approximation. This 
measure incorporates no penalty for model complexity 
and will tend to favour models with many parameters. 
(Steiger and Lind, 1980; Browne and Cudeck, 1993). 
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3.5 Reliability, Validity and Practicality. 

Issues of reliability, validity and practicality are addressed in this section. 
Lyon et al (2000) also suggest these three criteria for consideration when 
measuring a construct: reliability, validity, and practicality. Validity and 
reliability are scientific considerations that researchers must address, and 
practicality concerns the operational requirements of research, which are 
also issues that need to be addressed. All three criteria are elaborated on 
below, starting with reliability. 

3.5.1 Reliability. 

Reliability refers to the consistency and stability of a score from a 
measurement scale. Chandler and Lyon (2001) identify three specific ways 
regarding reliability of measurement, which have been established in 
recent entrepreneurship research. (1) Using multiple item measures and 
establishing the internal consistency of the measures; (2) using multiple 
respondents and establishing inter-rater or inter-respondent consistency; 
(3) using archival data from audited or otherwise reliable sources. Below, 
these three ways are further elaborated.  

The idea when measuring a variable in the questionnaire was to include at 
least three items to measure one concept. Some concepts were measured 
by using as many as six items due to the complexity of grasping a concept. 
The reason for having multiple item measures is to receive more stable 
expressions of a concept. However, what works at an idea stage, does not 
always transform easily into practice, and I had to reduce the number of 
questions, to the advantage of not claiming too much time and efforts 
from the respondent. Some risks stemming from requiring too much time 
from the respondents is the loss of responses, resulting in a lower response 
rate, and perhaps, not as well though out replies. 

Regarding the internal consistency of measures, attempts were made in 
order to handle this by conducting tests (factor analysis) to determine the 
robustness of the measures. However, in order to deal with the internal 
consistency of measures, the nature of constructs needs to be addressed. A 
construct can be either a reflective construct or a formative construct. 
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Reflective Constructs.  

Reflective constructs are those whose items aim at capturing the same 
underlying phenomenon. The latent variable (the factor illustrated by the 
grey area in Figure 3) is an effect of the manifest indicators (the items 
illustrated by the circles on the grey area in Figure 3). These items are 
expected to be parallel, overlapping indicators. Due to these indicators 
having such similarities, combined indexes can be formed that will provide 
more robust indicators compared with working only one item. In order to 
interpret whether such indexes can be formed, factor analyses were 
conducted, and the Cronbach’s alpha values were checked. Cronbach’s 
alpha values are reported at each reflective construct throughout Section 
3.3. A rule of thumb is that alpha values above .7 indicate a good value, 
and that low alpha values as .5 are still acceptable (Nunally, 1978), 
especially when there are few items used for capturing the latent variable. 
The entrepreneur’s experiences, the entrepreneur’s tolerance for 
ambiguity, the five variants of modes, the environmental uncertainty, and 
the competitive advantages are all reflective constructs.  

Figure 3. Illustration of a reflective construct. 
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Formative Construct. 

The items that measure a formative construct capture different aspects of 
the construct, which is why the items do not need to work in a similar 
way. A so-called formative concept means that the items are not expected 
to correlate. The large grey circle in Figure 4 illustrates the construct and 
the smaller circles illustrate the items. The darker grey oval areas, which 
overlap the items, indicate that the items may have similarities. However, 
the items are meant to capture different aspects of a construct in order to 
provide a richer picture of it. A consequence is that formative constructs 
have low reliability. A formative construct is meant to have low Cronbach 
alpha values as the very idea is that the combination of the items forming a 
construct is different by nature. A formative construct is the sum of 
different aspects. (See Figure 4). The business concept, the entrepreneur’s 
education, the competence base, and the complexity of technology are all 
formative constructs. 

An example might illustrate this view. A number of blindfolded people are 
asked to describe the shape of an elephant. Each person is only allowed to 
approach the elephant from a specific angle. One person approaching the 
elephant from the front might describe the elephant as a long winding 
thing between two flat, thin layers. Another person approaching the 
elephant from the ground might describe the elephant as consisting of four 
round heavy pillars. The point is that the persons are all describing an 
elephant but from different aspects, and they are all right and the 
descriptions are all relevant for understanding the shape of the elephant. 
However, if the descriptions are compared, it would become obvious that 
they have little in common. Still, the sum of the descriptions provides a 
richer picture of the shape of an elephant.
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Figure 4. Illustration of a formative construct. 

The data collected representing each sampled firm was provided by one 
respondent, which is not unusual according to Chandler and Lyon (2001). 
Even so, having only one respondent from each sampled firm is 
acknowledged as a methodological limitation, as the objectivity of the 
answers could not be crosschecked (Chandler and Lyon, 2001). Lyon et al
(2000) maintain that disadvantages associated with managerial perceptions 
come primarily from the technique of self-reporting. As stated above, data 
collected from the entrepreneur might be the only option when focusing 
on small, unlisted firms.  

Even so, I am interested in the view of the entrepreneur and collecting 
data from the entrepreneur has several advantages according to Chandler 
and Hanks (1993), and Lyon et al (2000). The firms in this study are 
extremely small on average, and the targeted respondent is the CEO of the 
firm. The CEO ought to be well positioned to identify and respond to 
strategic issues regarding competence, and thus in the best position to 
address the questions in the questionnaire. There is a high likelihood that 
the most knowledgeable individual in the firm will provide the 
information since the CEOs are typically knowledgeable regarding the 
firm’s strategies and business circumstances. In addition, the view of the 
respondent may in fact reflect those of the firm. There is evidence in the 
literature that managerial attitudes and perceptions influence a firm’s 
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technological investments and choices. Thus, it is important to capture the 
manager’s view of the firm.

Using data provided by entrepreneurs on firm activities also helps to 
overcome a limitation of secondary data sources. Specifically, as the 
secondary sources do not provide detailed information about the various 
components of a firm’s activity policy. For instance, little can be found in 
secondary references on the extent of a firm’s focus on process innovation 
except brief cases that do not allow an accurate measure. Information 
collected from the entrepreneur provides a reliable proxy of firm efforts in 
this regard. Whether a particular issue is regarded as being of a strategic 
nature or not is decided by the respondent. In the context of these 
sampled respondents, this task would not be too difficult to carry out.  

The use of a single respondent may also help increase the sample size as 
more firms may be included and the probability that the firms will 
participate may increase as only one individual in the firm is affected. Lyon 
et al (2000) argue that the ideal method of measuring entrepreneurial 
behavior would be a combination of three different approaches54, as they 
can complement each other. However, they recognize the difficulties in 
handling three approaches, when they all can give competing conclusions. 
They emphasize the value of multiple measures in a contingency 
framework, and at the same time realize the impact of resource availability 
and the interpretability of the selection of measures. So, the ideal 
triangulation is seldom realized. Even so, management perceptions may 
provide considerably richer information regarding entrepreneurial 
behavior than data on resource allocations.  

In line with Chandler and Lyon (2001), who suggest that the best way of 
limiting common method variance is to collect data on dependent and 
independent variables from separate sources, separate sources were used in 
the present study. For instance, data in relation to the dependent variable 
was collected from Upplysningscentralen (Chandler and Lyon, 200155;
Lyon et al, 2000) and tested for correlation with the subjective 
questionnaire items measuring competitive advantages.

One could argue for the need to measure the competitive advantage 
variable itself with data obtained from some objective source such as 
accounting data. When looking at other studies targeting development 
activities as a dependent variable, other financial information in the 
financial reports has been used. For instance, accounts for research and 
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development have been used as a proxy for development activities. 
However, these studies have focused on large firms. Financial reports from 
small firms cannot be expected to contain details on value and efficiency 
advantages, for instance in terms of the number of new or developed 
products introduced, quality and production improvements, sales increases 
related to either new or established markets, or comparisons with 
competitors. This problem has been recognized by others by pointing out 
that small firms seldom have specific accounts for research and 
development, and even less, specific accounts for different development 
projects, which is why such information could not be expected to be 
found in the small firms’ financial statements (Chandler and Lyon).  

In addition, when estimating resources used in research and development, 
the figures in the financial report may include a great deal of 
administrative overhead cost that does not, by itself, increase the 
innovativeness of the firm. Therefore, the accuracy of using such 
information may be questioned and financial statements that have been 
audited by a third party may still not provide all details needed for accurate 
analyses. As annual reports are constructs, the objectivity of such a data 
source may be questioned. Accordingly, objective data on competitive 
advantages could not be used because reliable data on this variable was not 
available to me. 

3.5.2 Validity. 

Validity refers to the establishment of evidence that the measurement is 
actually measures the intended concept. Chandler and Lyon (2001) argue 
that because of the complex nature of many of the concepts defined in the 
entrepreneurship literature, validity is difficult to quantify. Still, several 
attempts, described below, have been made at establishing validity in this 
study, which are described below.

Messick (1988) points out that in order to establish content validity, the 
content of the questions or measurements should be both relevant and 
representative. Chandler and Lyon (2001) exemplify Messick’s statement 
by arguing that a measure of entrepreneurial competence that claims to 
include for instance entrepreneurial, managerial, and technical competence 
should have items to measure each theoretical dimension. This was also 
strived for in the measurement in this study. To establish content validity 
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it is necessary to clearly define the relevant concepts and then assess how 
well the measures capture the concept. In this study, an attempt was made 
in section 3.3 in this chapter to develop measures that capture the 
theoretical concepts of this thesis. (See e.g. Chandler and Lyon, 2001). 

In order to further try to establish content validity, several pilot tests were 
carried out (previously described in section 3.4.1) for testing the 
instrument for the purpose to polish on the design and, consequently, 
trying to limit the failure rate. The pilot tests of the instrument were made 
in several steps and if found necessary, as a result of each individual test, 
revisions of the instrument were made between the tests. In addition, the 
questionnaire was also tested on other researchers and comments from 
those led to alterations if found necessary. Accordingly, the design of the 
questionnaire was carefully handled in an attempt to lower the risk of 
respondents failing when filling out the questionnaire. Thereby higher 
quality of responses was aimed for.

In the process of improving the design of the questionnaire efforts were 
made to cut instructions to a minimum in order to cut down the reading 
time and thereby try to avoid having respondents skipping such parts of 
the questionnaire. This is in line with Alpar and Spitzer (1989), who 
emphasize the importance of a carefully designed questionnaire for 
receiving high quality of responses. Arrows were added in the 
questionnaire in order to provide guidance, so that the respondents should 
not miss filling out answers or only partially answer questions (See Alpar 
and Spitzer, 1989). A majority of the questions in the questionnaire are 
“checking” questions and a minimal number are open-end questions, as 
proposed by Alpar and Spitzer (1989) to limit the provocation of non-
responses.

Some personal questions were included in the questionnaire. Though 
generally questions of personal subjects is believed to cause a lower 
response rate, Alpar and Spitzer (1989) point out that when focusing on 
entrepreneurs who by nature are self-confident and enjoy talking about 
themselves and their success, there is no likely risk for negative effects on 
the response rate. Also, entrepreneurs often view personal and business 
matters as one and the same entity according to Alpar and Spitzer (1989). 
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Convergent and discriminant validity techniques can be used to determine 
the adequacy of measures (Lyon et al, 2000). Thus, they claim that multi-
item scales and survey instruments often have a high level of construct 
validity. Already-published scales that have been used and validated were 
used when such were found (see entrepreneur’s tolerance for ambiguity, 
entrepreneur’s experiences, entrepreneur’s education, complexity of 
technology, and environmental uncertainty). Consequently, establishing 
discriminant validity and convergent validity is, according to Foster and 
Cone (1995), especially important for newly developed instruments (also 
referred to as establishing substantive validity by Chandler and Lyon 
(2001)).

Chandler and Lyon (2001) state that substantive validity is usually 
established through procedures such as factor analysis or multidimensional 
scaling. The use of factor analysis procedures in the present study was 
presented in section 3.4.5. When the items were expected to form 
different distinct dimensions and the result from the factor analysis 
provided support for such distinct dimensions, discriminant validity may 
be said to have been established. On the other hand, when the items were 
expected to form one dimension and the factor analysis procedure could 
support that, convergent validity may be argued to have been established. 
For instance, regarding the variants of modes, the measures used are new 
and therefore especially important to be tested. The test showed that the 
variants of modes are separate and distinct, and this was expected, which 
taken together indicates high discriminant validity.

While discriminant validity concerns whether a variable is uncorrelated to 
an unrelated variable, convergent validity concerns whether a variable 
correlates with a related variable. Convergent validity can ideally be 
established by comparing a new measure with other established measures 
of the same or similar construct. This was attempted when testing the 
approaches to measuring the competence base where the content and 
capacity are established measures for a competence base, while the 
reputation was a new approach. The traditional measures of the content 
and capacity proved to correlate with the measures on reputation, which 
was expected. Due to this result from the test, convergent validity may be 
argued to have been established. Because of other benefits (reputation 
measures appear to be more consistent and stable than the traditional 
measure) from using the reputation addressed previously in this Chapter, 
the reputation approach was used to capture the essence of the 
competence base. (See Section 3.3.3).  
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In addition, the competitive advantages, measured as a subjective outcome 
measure, is a reflective scale based on six items [12 a-f], and this index 
correlates with an objective performance measure, in terms of 
profitability56. Financial profitability after depreciation is a measure known 
for being a reflection of the result from the past year’s firm activities. In 
addition, Tidd et al (2001) argue that small firms tend to be associated with 
growth in output and employment, but not necessarily profit. 
Accordingly, reaching firm performance via profitability appears to be a 
greater challenge for small firms. The annual reports from 2003 were used 
for identifying the objective firm performance in terms of financial 
performance. Consequently, the dependent variable can be viewed as 
having an acceptable level of convergent validity.

Chandler and Lyon (2001) maintain that construct validity requires that 
analytical methods are well matched to the theoretical construction of the 
variables and models. They argue that when considering the appropriate 
level of analytical sophistication, it is important to consider the complexity 
of the models being tested. In an attempt to match the analytical 
technique with the theoretical variables and model, Structural equation 
modeling was used because it offers the potential for testing the theoretical 
model as a whole. Some direct effects from the inheritance factors were 
evident, and hence these were acknowledged in the model tests to avoid 
misspecification errors. By allowing such direct relations to be visible in 
the empirical model tests, a more accurate picture of the phenomenon 
could be presented.

The model indicates a flow from the left hand side to the right hand side, 
and the arrows as such imply signs of co-variation in correlation. The 
direction of the arrows is theoretically deducted and linking the results to 
existing theory might provide some support for causal relationships. Also, 
results presented in Volume One indicate causal relationships in 
accordance to the model. However, I am aware of the fact that this study 
is a snapshot and as such does not carry clear-cut evidence of statistical 
causality.  
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3.5.3 Practicality.  

Practicality includes, according to Lyon et al (2000), issues such as 
economy, convenience and interpretability. When addressing the issue of 
practicality, economy was considered in the terms of exchange. The 
payoff from additional attempts to increase the response rate were 
considered to be to low, after the results from two additional send-outs 
following the first send-out had been collected. The decision was based on 
the results from the last send-out, which resulted in about one percent 
increase of the response rate, and that was considered to be the highest 
possible result to be expected stemming from a fourth send-out. The 
efforts needed were considered too extensive for receiving such a marginal 
payoff, and hence no fourth send out was made. Accordingly, the total 
attempts made to increase the response rate were two waves of reminding 
letters, including additional questionnaires, sent out to follow up the first 
questionnaire (spread over a six weeks’ pre-summer period in 2003).

Availability is related to practicality, and availability of data may be 
hindered due to the fact that these small firms are privately held firms, and 
not listed, and therefore are not required to provide the same amount of 
information officially as listed firms are required to do. Measurement of 
management perceptions via a survey is, in many respects, the only viable 
option when such small firms are studied.  
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3.6 Endnotes Belonging to Chapter 3. 

                                                          
37 SNI 72220. 
38 SNI 30-33. 
39 SNI 744.
40 They support this idea as they argue that the research on small firms that has been 
done tends to concentrate on the small group of spectacular high-tech successes (or 
failures) rather than the much more numerous run-of-the-mill small firms. 
41 They report that in studies where practicing entrepreneurs were surveyed, response 
rates ranged from 3 percent to 80 percent with a median of a 33 percent response rate.
42 3 strategic areas * 2 performance groups = 6 groups in total. 
43 Ahrens (1992) defines growth oriented firms as growing more then 20 percent per 
year without mergers with, or acquisitions of other firms. 
44 Many firms “rent” employees from employment agencies instead of hiring, or make 
the process more efficient and do not have to hire but can still can improve the 
turnover.
45 Such as sales and profit, the manager’s name, date of birth, date of becoming the 
CEO of the firm, the date of the firm’s foundation, and the firm’s address and phone 
number.
46 The main disadvantage of innovation-count indicators, which output indicators are, 
are that products and processes are incommensurable between industries and that they 
give no account of economic significance of the innovations. 
47 The concepts of personal and professional network relations are merged and are 
here referred to as the social network. The reason is that dividing of the two kinds of 
network relations would, only in the best-case scenario provide a small contribution to 
the study. This reasoning is based on the fact that the result of a single acquisition 
cannot be traced in the questionnaire, but it is the collective acquisitions that make up 
the base for successful outcomes. So, providing more detailed options to choose 
among in the questionnaire would add only marginally to the study in comparison to 
the additional required time of the respondents when filling out the questionnaire, and 
additional space in the questionnaire. 
48 For illustration, the acquisition frequency times satisfaction level regarding the 
outcome of acquisition for the three strategic areas were added. E.g. ((Q 7a1* Q 7a2) 
+ (Q 8a1* Q 8a2) + (Q 9a1* Q 9a2))/3= internal acquisition.
49 Investments in research and development and licenses are known as measures being 
used in order to frame internal acquisitions in large firms. However, such measures 
are likely to be inappropriate when small firms are in focus. This argument is in line 
with Tidd et al (2001) who state that in small firms the use of informal internal 
acquisition is more common than formal acquisition. Consequently, the intensity of 
the use of an internal mode might not fairly capture internal acquisition if measures of 
investments in research and development and licenses in line with formal acquisition 
are used. 
50 For instance, a master of business administration may not come to its full potential 
if the work only concerns simple paper work. 



92

                                                                                                                                                                     
51 The computer program Excel was used for registration of the received responses. 
52 Below 10 percent of the responses were identified as having missing values. 
53 According to Hair et al (1998), the T test assesses the statistical significance of the 
difference between two independent sample means.  
54 One approach refers to managerial perceptions regarding entrepreneurial processes, 
the other approach refers to entrepreneurial firm behaviour, and the third approach 
refers to resource allocations via archival data. 
55 Chandler and Hanks (1993) found that self-reported information was highly 
correlated with archival sales figures. 
56 The competitive advantages (subjective performance) correlate with the profits after 
depreciation (objective performance) (p<.05; coefficient=.271).
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* Rime frost in a tree, January 2006, Luleå 
Photo: Malin Malmström

What determines how a branch grows, 
its species, its past, or its environment, 
or all of the above? * 

                             4.

How Small Firms 
Acquire Competence.

This Chapter deals with how small 
firms acquire competence, both on an overall level, and in four different 
environmental contexts. Frequency levels in the use of the five variants of 
modes are presented. T-tests are used in order to analyze how firms with 
strong competitive advantages acquire competence compared to how firms 
with weak competitive advantages acquire competence. Last, a summary of 
this chapter is provided.

4.1 Overall Competence Acquisition.

To begin empirically to address the issue of how small firms acquire 
competence, the results are first presented on an aggregated level where 
the sum of use for each variant of mode is described. This provides an 
overview of how small firms act in competence acquisition and may be 
seen in Figure 5 and Table 1.
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4.1.1 Results – Overall Use of Competence Acquisition  
             Modes.

It appears as if firms most frequently use an internal acquisition mode 
(mean value: 15.8), at a rate of almost twice the average frequency 
compared to the use of both the social network variants. The second most 
used mode is the use of the social network, whose two variants, “hire via 
the social network” (below referred simply to as “to hire”) (mean value: 
8.2) and “buy or trade competence via the social network” (below 
referred to as “to buy”) (mean value: 8.5), are almost level with each 
other. The least used mode is the market mode and its two variants, “hire 
via the open market” (below referred to as “to hire”) (mean value: 5.7) 
and “buy externally with no help from the social network” (below 
referred to as “to buy”) (mean value: 5.9). These two market mode 
variants are also almost level with each other. Compared to the use of an 
internal mode, the market mode variants are used around one third of the 
frequency level of the use of an internal mode. 

Overall use of competence acquisition modes

15,84

8,23

8,52

5,72

5,93

Use of internal competence
acquisition mode

Use of social network acquisition
mode to absorb competence 

Use of social network acquisition
mode to access competence

Use of market acquisition mode to
absorb competence 

Use of market acquisition mode to
access competence 
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nt
s 
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od
es

Average use of variants of modes

Legend: 1= no acquired competence, 25= acquired competence to a great extent. 

Figure 5. Overall average use of variants of modes. 
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4.2 Acquisition of Competence and Competitive 
Advantages.

To dwell on the issue, whether firms with different strengths in their 
competitive advantages act differently in competence acquisition, the 
statistics presented below distinguish between firms with strong and weak 
competence advantages. T-tests were performed in order to analyze 
whether there are differences between how firms with strong competitive 
advantages and firms with weak competitive advantages act in their use of 
competence acquisition modes. (See Table 1). 

4.2.1 Results – Differences in Use of Modes Between Firms 
with Strong or Weak Competitive Advantages. 

Table 1 shows that firms with strong competitive advantages use four out 
of five variants of modes to a significantly greater extent compared to firms 
with weak competitive advantages. A closer look at the use of each variant 
shows that, first, firms with strong competitive advantages use an internal 
mode to a greater extent compared to firms with weak competitive 
advantages (mean difference: 3.35; p<.001). In addition, both social 
network variants, to hire (mean difference:  1.81; p<.001), and to buy 
(mean difference: 1.78; p<.001), appear to be used to a greater extent by 
firms with strong competitive advantages compared with firms with weak 
competitive advantages. Also, regarding the use of the market mode 
variant, to hire, there appear to be a greater use among firms with strong 
competitive advantages compared with firms with weak competitive 
advantages (mean difference: .96; p<.05). The only variant that does not 
show a significant difference is the market mode variant, to buy. (See 
Table 1). 
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Table 1. Indexes on the use of acquisition modes.

4.2.2 Discussion - Differences in Use of Modes Between 
Firms with Strong or Weak Competitive Advantages. 

The results indicate that both firms with strong competitive advantages 
and firms with weak competitive advantages use the variants of modes in a 
similar pattern. However, firms with strong competitive advantages appear 
to take more actions in competence acquisition compared to firms with 
weak competitive advantages. The use of modes indicates that, generally, 
firms with strong competitive advantages engage more in acquisition of 
competence compared to firms with weak competitive advantages. One 
line of thought regarding these results is that firms with strong competitive 
advantages are strong due to their greater engagement in acquiring 
competence. These results are in line with how Reed and DeFillippi 
(1990) and Collis and Montgomery (1995) argue. They state that 
competitive advantages are the result of continuous competence 
acquisitions, which generates and replenishes the barriers to imitation. 
Such acquisitions allow of sustainability of competitive advantage over 

Overall average use of variants of competence 
acquisition modes 

All
Strong

competitive
advantages

Weak
competitive
advantages

Mean
St.

deviation
Mean

St.
deviation

Mean
St.

deviation
Use of internal 
competence 
acquisition mode 

15,84 4,58 17,25 4,47 13,9 4,57

Use of social network 
acquisition mode to 
absorb competence

8,23 3,93 9,17 4,28 7,36 3,48

Use of social network 
acquisition mode to 
access competence 

8,52 3,98 9,00 4,42 7,22 3,43

Use of market 
acquisition mode to 
absorb competence

5,72 3,16 6,12 3,78 5,16 2,29

Use of market 
acquisition mode to 
access competence  

5,93 3,00 6,25 3,25 5,66 2,52
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competitors. Expressed differently, they argue that competitiveness arises, 
not from a static competence base, but from a changing competence base, 
in line with how the firms with strong competitive advantages act.

4.3 Acquisition of Competence and Competitive 
Advantages in Low Complexity.

The firms use an internal competence acquisition mode most frequently of 
all modes in a context of low complexity, which can be seen in Figure 6 
below. The average use rate is rather frequent. The second most 
frequently used mode in a context of low complexity is a social network 
acquisition mode. The variants of a social network mode, to hire, and to 
buy, are used on average at a moderate frequency level. The least used 
mode in a context of low complexity is the market mode, via the variants, 
to hire and to buy. These modes appear on average to be used quite 
rarely. (See Figure 6 and Table 2). 

Competitive advantages and use of modes in low
complexity
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8,75

9,43

6,06

6,22
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Social network (to hire)

Social network (to buy)

Market (to hire)

Market (to buy)
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Strong competitiv e adv antages

Weak competitiv e adv antages

Legend: 1= no acquired competence, 25= acquired competence to a great extent. 

Figure 6. Average frequency of use of modes in a context of low complexity.
Separating between firms with strong competitive advantages and firms 
with weak competitive advantages.
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As can be seen in Figure 6, firms with strong competitive advantages seem 
to have, on average, a tendency of using all variants of modes slightly 
more compared to firms with weak competitive advantages in a context 
characterized by low complexity. However, firms with strong competitive 
advantages actually use only two of five variants of modes to a significantly 
greater extent compared to firms with weak competitive advantages. The 
firms with strong competitive advantages appear to use an internal 
acquisition mode (mean difference: 3.03; p<.001) and the social network 
variant, to buy, (mean difference: 1.81; p<.05) to a greater extent 
compared to firms with weak competitive advantages. (See Table 2).  

Table 2. Indexes on the use of acquisition modes in low complexity.

Use of competence acquisition modes in low 
complexity.

All
Strong competitive 

advantages
Weak

competitive advantages

Mean
St.

deviation
Mean

St.
deviation

Mean
St.

deviation
Use of internal 
competence 
acquisition mode 

15,36 4,53 16,32 4,32 13,29 4,4

Use of social network 
acquisition mode to 
absorb competence

8,27 3,9 8,75 3,77 7,56 3,63

Use of social network 
acquisition mode to 
access competence 

8,61 4,18 9,43 4,76 7,62 3,51

Use of market 
acquisition mode to 
absorb competence

5,85 2,88 6,06 2,9 5,4 2,42

Use of market 
acquisition mode to 
access competence  

5,9 2,67 6,22 2,67 5,49 2,36
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4.4 Acquisition of Competence and Competitive 
Advantages in High Complexity.

The result pattern regarding the use of competence acquisition modes in a 
context characterized by high complexity is similar to the result pattern in 
a context characterized by low complexity. The firms use, on average, an 
internal competence acquisition mode most frequently in a context of 
high complexity, which is illustrated in Figure 7. The internal mode is 
used rather frequent. The second most frequently used mode is a social 
network mode, via use of the variants, to hire and to buy, which occurs 
on average at a moderate rate. The least used mode in a context of high 
complexity is the market mode via the variants, to buy and to hire, which 
appear to be used quite rarely. (See Figure 7). 
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Legend: 1= no acquired competence, 25= acquired competence to a great extent.  

Figure 7. Average frequency of use of modes in a context of high complexity. 
Separating between firms with strong competitive advantages and firms 
with weak competitive advantages.
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In a context characterized by high complexity, as in a context 
characterized by low complexity, visible indications in Figure 7 show that 
firms with strong competitive advantages tend to use all five variants of 
modes slightly more compared with firms with weak competitive 
advantages. However, firms with strong competitive advantages actually 
use three of the variants of modes to a significantly greater extent 
compared to firms with weak competitive advantages in a context 
characterized by high complexity. They use an internal acquisition mode 
(mean difference: 2.15; p<.05) and both the variants of a social network 
mode, to hire (mean difference: 1,89; p<.05), and to buy (mean 
difference; 2.41; p<.01), to a greater extent. Accordingly, there appears to 
be a difference between low and high complexity contexts when it comes 
to how firms with different strengths in competitive advantages act in the 
use of modes. Internalizing competence by using the social network to 
hire new employees differs between firms with strong competitive 
advantages and firms with weak competitive advantages in a context of 
high complexity, which was not an evident difference in a context of low 
complexity. (See Table 3). 

Table 3. Indexes on the use of acquisition modes in high complexity.

Use of competence acquisition modes in high 
complexity.

 All Strong competitive 
advantages

Weak
competitive advantages

Mean
St.

deviation
Mean

St.
deviation

Mean
St.

deviation
Use of internal 
competence 
acquisition mode 

16,2 4,59 17,22 4,67 15,07 4,65

Use of social network 
acquisition mode to 
absorb competence

8,31 4,04 9,12 4,70 7,22 3,09

Use of social network 
acquisition mode to 
access competence 

8,58 3,96 8,96 4,28 6,55 2,78

Use of market 
acquisition mode to 
absorb competence

5,88 3,44 6,04 4,27 6,03 2,30

Use of market 
acquisition mode to 
access competence  

6,35 3,33 6,31 3,21 6,04 3,17
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4.5 Acquisition of Competence and Competitive 
Advantages in Low Uncertainty.  

The use of competence acquisition modes in a context characterized by 
low uncertainty appears to follow a similar pattern as the patterns in both 
types of complexity contexts. An internal competence acquisition mode is 
the most frequently used mode compared to the use of the other modes. 
An internal mode is used on average rather frequent. Both variants of the 
social network mode are used to an almost equal extent. Both these 
variants occur at a moderate rate.  The market mode variants are the least 
used modes in a context of low uncertainty. The use of the market mode 
variants occurs on average quite rarely. (See Figure 8 and Table 4). 
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Figure 8. Average frequency of use of modes in a context of low uncertainty. 
Separating between firms with strong competitive advantages and firms 
with weak competitive advantages.
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Although, Figure 8 indicates that in a context characterized by low 
uncertainty, firms with strong competitive advantages seem to have a 
tendency of using all five variants of modes to a greater extent compared 
to firms with weak competitive advantages, this is not the case. A T-test 
procedure shows that firms with strong competitive advantages actually 
use two of the variants of mode to a significantly greater extent compared 
to firms with weak competitive advantages. More specifically, these firms 
use an internal acquisition mode (mean difference: 3.78; p<.001), and the 
social network variant, to hire (mean difference: 1.34; p<.05) to a greater 
extent. (See Figure 8 and Table 4). 

Table 4. Indexes on the use of acquisition modes in low uncertainty.

Use of competence acquisition modes in low 
uncertainty. 

  All Strong competitive 
advantages

Weak competitive 
advantages

Mean
St.

deviation
Mean

St.
deviation

Mean
St.

deviation
Use of internal 
competence 
acquisition mode 

15,60 4,70 17,44 4,71 13,66 4,93

Use of social network 
acquisition mode to 
absorb competence

7,84 3,71 8,69 3,88 7,35 3,43

Use of social network 
acquisition mode to 
access competence 

7,90 3,81 8,32 4,15 7,04 3,57

Use of market 
acquisition mode to 
absorb competence

5,57 2,99 5,77 3,27 5,26 2,39

Use of market 
acquisition mode to 
access competence  

5,71 2,71 6,07 2,77 5,42 2,18
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4.6 Acquisition of Competence and Competitive 
Advantages in High Uncertainty.

As in all the other contexts, the firms in a context characterized by high 
uncertainty seem to use an internal mode most frequently when acquiring 
competence. On average, the firms seem to use an internal mode rather 
frequent. Secondly, the firms use the variants of a social network mode 
most frequently, and thirdly, they use the market mode variants, a pattern 
that is repeated in all four contexts. The firms appear to use both the social 
network variants at a moderate rate when acquiring competence in a 
highly uncertain context. In contrast, the firms appear to use the market 
modes variants on average quite rarely in this context. (See Figure 9 and 
Table 5).
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Figure 9. Average frequency of use of modes in a context of high uncertainty. 
Separating between firms with strong competitive advantages and firms 
with weak competitive advantages.
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As in all four contexts, firms with strong competitive advantages visually 
indicate a higher frequency of use of modes compared to firms with weak 
competitive advantages. The results from a T-test procedure show that the 
use of two variants of modes actually differs. Firms with strong 
competitive advantages seem to use an internal competence acquisition 
mode (mean difference: 3.11 ; p<.001), and the market mode variant, to 
hire (mean difference: 1.25; p<.05) to a greater extent compared to firms 
with weak competitive advantages. (See Table 5). 

It is interesting to note that only in a context of high uncertainty does use 
of a market mode in order to internalize competence differ between firms 
with strong competitive advantages and firms with weak competitive 
advantages.

Table 5. Indexes on the use of acquisition modes in high uncertainty.

Use of competence acquisition modes in high 
uncertainty. 

    All Strong competitive 
advantages

Weak
competitive advantages

Mean
St.

deviation
Mean

St.
deviation

Mean
St.

deviation
Use of internal 
competence 
acquisition mode 

16,10 4,53 17,10 4,26 13,99 4,11

Use of social 
network acquisition 
mode to absorb 
competence  

8,53 4,02 9,32 4,32 7,84 4,1

Use of social 
network acquisition 
mode to access 
competence 

9,01 4,06 9,15 4,56 7,90 3,59

Use of market 
acquisition mode to 
absorb competence

5,82 3,18 6,10 3,66 4,86 2,05

Use of market 
acquisition mode to 
access competence  

6,08 3,32 6,35 3,64 5,79 3,2
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4.7 Summary of Chapter 4. 

Competence acquisition modes appear to be used in a particular order, 
regardless of the firms’ strength in competitive advantages. The internal 
mode is, on average, the most frequently used mode. The second most 
frequently used mode is the social network mode (both variants of the 
social network mode). The last runner up is the market mode, and its two 
variants, which are, on average, the least frequently used variants of mode.  

Generally, it seems that firms with strong competitive advantages use 
many of the variants of mode to a greater extent compared to firms with 
weak competitive advantages. Also, in all four environmental contexts, 
firms with strong competitive advantages use an internal acquisition mode 
to a significantly greater extent compared to firms with weak competitive 
advantages. No variant of mode appears to be used to a greater extent by 
firms with weak competitive advantages compared to firms with strong 
competitive advantages.
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Location, location, location! A hostile 
or benign environment, a shelter or a 
prison, what is your perception?  * 

*The top hut on the mountain Kebnekaise,
winter of 2002. 
Photo: Per Källgarn. 

            5.
Dynamics in Use of 
Competence
Acquisition Modes – 
Tests of Model. 

 In the present chapter the research model 
presented in chapter 2 is tested by Structural equation modeling technique. 
The focus is specifically on relations between the boxes in the model. First, 
the model is tested on the full sample. Then, the model is tested on four 
different sub-samples to account for possible moderation effects depending on 
complexity of technology and environmental uncertainty. The results from 
each test are first presented, and then discussed.

5.1  Test of Model with Inheritance Factors. 

The model fit measures suggest that the data does not fit the theoretical 
model perfectly. There were opportunities to improve the model by for 
instance allowing the different variants of modes to correlate with each 
other. However, no theoretical foundation was found supporting such an 
operation. Also, one possible consequence of such an operation could be 
inflated results. Therefore, instead of risking manipulating the data, I chose 
to settle with the original model even though the model fit is not perfect. 
When the model fit is not perfect, there is room for alternative 
explanations. Since this is, to my knowledge a first attempt to capture the 
phenomenon of competence acquisition in this type of model test, the 
divergence from guidelines in interpretations of model fit measures could 
be expected to be greater. 



108

Several authors have suggested using of the ratio CMIN/DF as a measure 
of model fit. The ratio should be close to one for correct models. The 
problem is that it is not clear how far from the ratio one could go before 
concluding that a model is unsatisfactory. In the first model test the 
CMIN/DF is 12.540, which can be considered high. Wheaton, Muthén, 
Alwin, and Summers (1977) suggest a ratio of approximately five or less 
“as beginning to be reasonable”. Carmines and McIver (1981) state that 
CMIN/DF ratios as low as in the range of two to one, or three to one, are 
indicative of an acceptable fit between the hypothetical model and the 
sample data. Both guidelines indicate that the first model tested here is not 
perfect.

The NFI and IFI have been used in prior research where it has been 
suggested that these indexes are less dependent on sample size. These 
indexes evaluate fit on a scale ranging from 0 (no fit) to 1 (perfect fit). 
Further details on comparative overview of fit indices may be found in 
Bollen (1989) and Loehlin (1987). Bentler and Bonett (1980) suggest that 
models with (NFI) overall fit indices of less than .9 can usually be 
improved substantially. In the first model test the NFI is below that limit, 
it is .801, but still closer to perfect fit than to no fit. According to Bollen 
(1989), IFI values close to 1 indicate a very good fit. In the first model 
test, the IFI reaches .814, which could be considered tolerable. 

The P value is .000 in the first model test, which seldom proves good 
outcome in these types of model tests. One reason why P rarely changes 
when structural equation modelling is used is a large number of variables, 
a large number of relations, and a large sample size, which is the case in 
these model tests. (See Table 6). It is generally acknowledged that most 
models are useful approximations that do not fit perfectly in the 
population. In other words, the null hypothesis of perfect fit is not 
credible to begin with and will in the end be accepted only if the sample is 
not allowed to get too big. 

The “root mean square error of approximation”, called RMS by Steiger 
and Lind (1980), and RMSEA by Browne and Cudeck (1993) is suggested 
by Steiger and Lind to compensate for the effect of model complexity. 
The measure called RMSEA incorporates no penalty for model 
complexity and will tend to favour models with many parameters. In 
comparing two nested models, the RMSEA will never favour the simpler 
model. A rule of thumb suggested by Browne and Cudeck (1993) is that a 
value of the RMSEA of about 0.05 or less would indicate a close fit of the 
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model in relation to the degrees of freedom. However, this figure is based 
on subjective judgment. It cannot be regarded as infallible or correct, but 
it is more reasonable than the requirement of exact fit with the RMSEA= 
0.0. They also argue that a value of about 0.08 or less for the RMSEA 
would indicate a reasonable error of approximation and they would not 
employ a model with a RMSEA greater than 0.1. (See Browne and 
Cudeck, 1993). The RMSEA in the first model test is .117, which is 
above the limit, and therefore too high to indicate a reasonable error of 
approximation.

Table 6 gives details on average values and standard deviation for each 
variable entered into the model test. Below, Figure 10 illustrates the results 
of the model test made with the inheritance factors. A visible relation in 
the model tests equals a significant relation.

Table 6. Average values of variables in the model.

Mean Std. Deviation 
Education entrepreneur 3,09 ,92 
Experience entrepreneur 1,76 ,86 
Tolerance for ambiguity 3,46 ,68 
Business concept 3,92 ,64 
Competence base 3,06 ,66 
Use of internal acquisition mode 15,84 4,58 
Use of social network acquisition mode (to hire) 8,23 3,93 
Use of social network acquisition mode (to buy) 8,52 3,98 
Use of market mode (to hire) 5,72 3,16 
Use of market mode (to buy) 5,93 3,00 
Complexity 3,13 ,80 
Uncertainty 3,60 ,74 
Competitive advantages 3,71 ,51 

5.1.1 Competence Acquisition Modes - Results. 

The use of two out of five variants of modes relates to competitive 
advantages, the internal mode and the social network variant, to hire. The 
relation between the internal mode and the competitive advantages (b =
0.018; p <.001) and the relation with the social network variant, to hire 
have small coefficients (b = 0.009; p <.05). (See Figure 10). 
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5.1.2 Competence Base - Results. 

There exist several visible relations between the competence base and the 
use of variants of modes. In fact, the competence base has relations with all 
variants of modes. Of those relations, three have large coefficients. These 
relations are with the use of the internal mode (b = 1.451; p <.001), the 
use of the social network variant, to hire (b = 1.328; p <.001), and the use 
of the social network variant, to buy (b = 0.917; p <.001). The relations 
with the two variants of market mode, to hire (b = 0.479; p <.05) and to 
buy (b = 0.381; p <.05) have moderate sized coefficients. The competence 
base also proves to have a direct relation with competitive advantages. The 
coefficient is small in this relation (b = 0.145; p<.001). (See Figure 10). 

5.1.3 Business Concept - Results.  

The business concept has visible relations with the use of two out of five 
variants of modes, namely with the use of the internal acquisition mode (b
.813; p<.01) and with the use of the market mode variant, to hire (b .626;
p<.01). In both relations the coefficients are between moderate-sized and 
large. In addition, the business concept has a direct relation with the 
competitive advantages with a small coefficient (b .145; p<.001). (See 
Figure 10). 

5.1.4 Entrepreneur’s Education - Results. 

The entrepreneur’s education shows no visible relations with any variant 
of modes, or with competitive advantages. (See Figure 10). 

5.1.5 Entrepreneur’s Experience - Results. 

The entrepreneur’s experience has visible relations with three out of five 
variants of modes; the social network variant, to hire (b -.735; p<.001), 
the market mode variant, to hire (b -.403; p<.05), and the market mode 
variant, to buy (b .531; p<.01). The first two relations are negative 
relations. The relation with the social network variant, to hire, has a 
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moderate-sized negative coefficient. The other negative relation is with 
the market mode variant, to hire, which also has a moderate-sized 
coefficient. The relation with the market mode variant, to buy, has a 
moderate-sized coefficient. (See Figure 10). 

5.1.6 Entrepreneur’s Tolerance for Ambiguity - Results. 

The sub-variable, the entrepreneur’s tolerance for ambiguity, has visible 
relations with four of five variants of modes; the use of the internal mode 
(b .814; p<.001), the use of the social network variant, to hire (b .961; 
p<.001), and the use of both variants of market mode, to hire (b .397;
p<.05) and to buy (b .426; p<.05). The relations with the internal mode 
and the social network variant, to hire, have large coefficients. The 
relations with the two variants of a market mode have moderate-sized 
coefficients. The entrepreneur’s tolerance for ambiguity also relates 
directly to competitive advantages, a relation with a small coefficient (b
.116; p<.001). (See Figure 10). 



112

Figure 10.  Testing of research model.   

An arrow between two of the boxes indicates a relation. Dotted lines refer to 
negative coefficients. The mark * provides details of the on significance level 
of the relation *= p<.05; **=p<.01; ***=p<.001. Unstandardized values are 
used. The coefficient, the b, at the arrows indicates the strength of the 
relationship.
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5.1.7 Competence Acquisition Modes- Discussion. 

As can be seen in Figure 10 above, the use of an internal acquisition mode 
and the social network variant, to hire appears to have positive, but weak 
relations with competitive advantages. Drawing upon this, the use of 
modes cannot be disregarded when addressing small firms and their ability 
to improve their competitive advantages. In addition, the competence 
acquisition modes that result in competence being tightly connected to the 
firm (internal or social network modes) are those modes that show the 
greatest potential for a positive influence on competitive advantages. This 
matter is discussed in the entrepreneurship literature but in two 
competitive directions. One argument is that the actions taken are guided 
by the entrepreneur, and that acting on loose network ties allows of 
flexibility and the potential of accessing a wide range of competence 
frameworks, which in turn, allows for potentially high firm performance 
(See e.g. Granovetter, 1973). Granovetter (1973) suggests that the use of 
social network modes, which he refers to as “weak ties”, is important for 
new input. This reasoning suggests that the use of external modes may 
increase the rate of development work, which strengthens the firm’s 
competitive advantages. But also, this points at the danger of focusing the 
use of mode on internal acquisition because in the long-run that could 
involve a risk of missing out on new input.  

A contradicting argument in the entrepreneurship literature is the 
acknowledgement of the fact that important parts of a firm’s competitive 
advantages need to be held tightly in order to offer premium performance 
(See e.g. Penrose, 1959). This latter argument is in line with the results 
presented here, since these results concern the use of competence 
acquisition modes, which leads to competence being held tightly, and 
these modes relate to competitive advantages.  

By looking at the results regarding frequency of use of modes in Chapter 
4, it is obvious that the use of an internal mode is the most frequent. One 
possible explanation of the “popularity” of using an internal mode is that it 
allows for a strong grip of what creates the firm’s competitive advantage, 
because the competence is built and sustained inside the firm (see Chapter 
4.1.1). This is also suggested by both the resource-based view (see e.g. 
Penrose, 1959; Barney, 1991) and the competence-based view to be one 
advantage of using an internal mode (Sanchez, Heene and Thomas, 1996; 
Liebeskind, Oliver, Zucker and Brewer, 1996; Ylinenpää, 1997; and 



114

Berglund and Blomquist, 1999; Claude-Gaudillat, 2000; Bellini, 2000). 
However, it may be noted that actions for internalizing competence 
contradict one line of reasoning in the entrepreneurship literature 
presented by Granovetter (1973) on “weak ties”.  

To hire via “recommendations from the social network” could be aligned 
with the belief that the “right” competence will be internalized. Since the 
recommendation is probably perceived as trustworthy, the social network 
could help to secure absorption of the “right” competence. The lack of 
perceived trustworthiness may be one reason why “hire via the market” 
does not show a visible relation with competitive advantages. (See Figure 
10).

This model test could not show visible relations between the two variants 
of market modes, the social network variant, to buy, and competitive 
advantages. One line of thought regarding the lack of relations is the 
difficulties of transforming the acquired competence into competitive 
advantage in line with how McGarth et al (2001) argue. Acquired 
competence, as such, provides a potential for competitive advantage. 
However, to move from competence to competitive advantage, a firm 
must succeed with the challenge of embedding its competencies in 
productions, products and services. Development as such, or in the shape 
of innovation, may be viewed as a way of incorporating competence into 
the firm’s product or service. 

One reason for the lower use of external competence modes compared to 
the use of an internal mode (see Chapter 4) might be the efforts required 
in the acquisition process itself. The process of identifying the right 
competence outside the firm requires efforts, and if necessary, signing 
contracts or licensing, which in itself is time consuming. The use of a 
social network mode has also been associated with risks of disadvantages, 
which in turn could cause a weakening of the competitive advantages. 
Tidd et al (2001) stress some disadvantages associated with using 
cooperation by pointing out the cost of searching for the right partner and 
the case of being prohibited from further exploration and learning by 
terms of license.

It may also be reasonable to assume that entrepreneurs in small firms do 
not always have sufficient knowledge or practice from contractual 
procedures and might view the process itself as “risky business” due to low 
levels of experience from legal procedures. Oviatt and McDougall (1994) 
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claim that there is the potential for opportunism even though elaborated 
contracts usually control the relationship, because the partners risk 
expropriation of their valuable resources by the other partner. Oviatt and 
McDougall (1994) suggest that contracting research and development 
provides, on the one hand the strengths of speed and focus, but on the 
other hand the weaknesses of costs, lack of control, lack of learning effect, 
since someone else is carrying out the learning process. Accordingly, by 
including external competence, future choices of acquisition may also 
become limited, and in the long run reduce the firm’s competitive 
advantage. This is based on the idea that the use of an internal mode may 
in time become an impossible option and the firm’s core may become 
drained. Consequently, firms may strengthen the competitive advantages 
by the time saving potentially offered by the rapid access to competence 
via use of a market mode. However, there is also a high risk of effects 
being left-out. Choen and Levinthal (1990) argue that the effectiveness of 
using a market mode is somewhat limited. Johansson (1999) points out 
that small firms often find this a too expensive an alternative to acquire 
competence.

Another line of thought regarding the lack of relations between the use of 
external modes and competitive advantages is that perhaps the use of 
external modes could only rarely lead to development activities that 
strengthen the competitive advantages. This is in line with how Von 
Krogh (1995) argues as he states that purchasable resources can never be 
sources of sustainable competitive advantage. In addition, Ifvarsson and 
Häckner (2004) point out the potential risk of leakage of knowledge as a 
consequence of using external modes. This ought to be especially evident 
when using external modes to access competence. Deeds (2001) also 
argues that relying on the social network includes a risk of transmitting 
core secrets to outsiders and hence a risk of losing the competitive 
advantages. Tidd et al (2001) further point to the risks of not 
understanding or being able to make full use of the accessed knowledge, 
the risk of potential lock-in, and the risk of strategic drift and cultural 
mismatch, loss of control or ownership, and divergent aims and objectives 
resulting in conflict and static inefficiencies. Use of a social network 
acquisition mode can also expose the firm to other significant risks. If one 
of the partners should fail, it would leave the other with significant 
weaknesses, as close cooperation may build on codependence according to 
Oviatt and McDougall (1994) and Afuah (2000). However, other authors, 
for instance Granovetter (1973), state the opposite. Perhaps one 
explanation lies in the principle of barriers to imitation in line with the 
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strategy literature, which requires delicate treatments of important parts of 
the firm. In such situations, use of a social network mode or a market 
mode in order to add competence may be a risky business.

5.1.8 Competence Base - Discussion. 

The firm’s competence base appears to have a positive impact on the use 
of all variants of modes. Expressed differently, the stronger the firm’s 
competence base is, the greater is the use of all variants of acquisition 
modes, in line with how Bijmolt and Zwart (1994) reason. It appears, by 
looking at the coefficients, that the influence of the competence base is 
especially great on the use of the internal acquisition mode, and the social 
network variant, to hire. One interpretation of this result is that firms 
having a strong competence base are concerned with acquiring and 
absorbing additional, high-quality competence. In fact, those firms seem 
prepared to use any variant of mode in order to acquire competence as 
long as the acquired competence meets the requirements of the firm. This 
reasoning is in line with the entrepreneurship literature, where it is stated 
that entrepreneurs make use of all accessible resources, including those that 
are not formally under their control (see e.g. Granovetter, 1973; Winbrog, 
1999; Johanisson, 1999). (See Figure 10). 

The competence-based view holds a similar line of reasoning by stating 
that strategically building a strong competence base or building and 
leveraging on strong ties holding important competence are central for 
creating and maintaining competitive advantages. (Sanchez et al, 1996) 
Accordingly, the results presented here regarding the competence base 
appear to agree with the ideas of the competence-based view. In addition, 
the present results are also in line with the idea of absorptive capacity (see 
e.g. Coen and Levinthal, 1990), where a strong competence base allows 
for acquisition through learning from interactions with external 
competence. Accordingly, a strong competence base implies that the firm 
can gain from using all variants of modes due to the potential overlap of 
competence frames. (See Figure 10).

The results also point out that firms that do not have a strong competence 
base appear not to be concerned with the use of any mode in order to 
build a strong base or use the modes in an unstructured way. One idea is 
that such firms do not, on a conscious level, act on a competence-aware 
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level. These firms might have low awareness of strategic thinking and 
strategic acting in terms of competence. This way of thinking is in line 
with how Tidd et al (2001) reason. They suggest that firms with weak 
competence bases might have a low awareness of what and how to change 
(see Chapter 6.2 for details). Accordingly, firms that adopt a strategic 
management view regarding their construction of competence bases are 
more likely to engage in all variants of competence acquisition modes, and 
are more likely to create and maintain competitive advantages.

One conclusion is that the firm’s competence base may provide guidelines 
for actions on a competence-aware level. The gap between what is needed 
for the intended business operations and what the firm holds internally in 
terms of competence may pinpoint the acquisition need. The essence of 
the competence base, in turn, provides guidelines for when use of an 
internal mode is possible, since a low internal competence level in an area 
may hinder the use of an internal mode, as discussed in Volume One. 

One might argue that acquiring competence in a structured way is in line 
with exploring opportunities, since acquiring competence in a structured 
way appears to consist of activities of a proactive nature in order to 
prepare for future expected needs. On the other hand, the random, 
unstructured acquisitions appear to be activities of a reactive nature aimed 
at handling competence needs as they occur, in line with exploiting 
opportunities (cf. e.g. March, 1991). 

The relations between the variants of modes used and competitive 
advantages are surprisingly few, and the visible relations’ coefficients 
appear to be weak, as pointed out in section 5.1.1 above. However, the 
competence base appears to have a direct effect on competitive 
advantages, which, in fact, explicitly shows that competence does matter 
for competitive advantages. This result is also in line with how Bijmolt 
and Zwart (1994) argue. In order to gain and sustain a viable competence 
base, competence needs to be acquired. Accordingly, I argue that though 
the visible effects of the use of acquisition modes are small in the present 
model test, this still does not make the discussion senseless. The 
competence base is the collected result stemming from prior acquisitions, 
in line with the idea of path-dependency (see e.g. Choen and Levinthal, 
1990; Peteraf, 1993; Teece et al, 1997), where the accumulation of 
competence happens over time influenced by the firm’s prior acquisitions 
(Bijmolt and Zwart, 1994; Collis and Montgomery, 1995; Bogner, 
Thomas and McGee, 1999; Kelly and Rice, 2001; Danneels, 2002), which 
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as a consequence justify the importance of actions in competence 
acquisition. In addition, the fact that a strong competence base relates 
directly to competitive advantages is in line with how competitiveness is 
dealt with in the resource-based view (Penrose, 1959).   

Another view on the relation between the competence base and 
competitive advantages is offered in the entrepreneurship literature by 
Samuelsson and Dahlqvist (2005). They state that entrepreneurs prefer to 
exploit new innovative business opportunities within the scope of 
established firms due to the advantages offered by the superior resource 
base compared to new firms’ resource bases. Consequently, they argue 
that the likelihood of innovations is greater in established firms that have a 
superior resource base, compared to new firms. The prospect of thriving 
from a superior resource base might be argued to be in line with working 
a strong competence base. Kelly and Rice (2001) further argue that a 
strong competence base, which relates to competitive advantages, is likely 
to lead to the use of external competence acquisition modes as a way to 
accelerating the returns from their development work, in line with 
working all variants of modes.

5.1.9 Business Concept - Discussion. 

The business concept appears to have relations with the use of two out of 
five variants of modes. (1) One of those relations indicates that the more 
challenging the business concept is, the more the firm appears to use an 
internal acquisition mode. A challenging business concept means that all 
three strategic areas, the product development, the production and the 
marketing area, are considered crucially important for the firms’ 
competitive advantages. The business concept’s drive for use of internal 
acquisition seems natural, as a firm that views all parts of the business 
concept as highly important for competitive advantages will also compete 
on all levels. Hence, building and retaining competence internally, under 
the control of the firm, becomes natural in order to shield the firm from 
outside competitive threats.  

In line with the reasoning above, the results indicate (2) through the 
second relation that the more challenging the business concept is, the 
more eager the firm appears to be to use the market mode variant, to hire. 
Thus, by absorbing competence through hiring personnel instead of 
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accessing competence via buying the competence temporarily, the firm 
can create and maintain tight control over competence, which tallies with 
how a challenging business concept is likely to work. This view is in line 
with the strategy literature due to the emphasis on the importance of 
building barriers to imitation. (See Dierickx and Cool, 1989; Barney, 
1991; Amit and Schoemaker, 1993; Peteraf, 1993; Narasimha, 2001). 
However, the business concept does not seem to have an impact on the 
social network variant, to hire, which is a variant that also offers the 
potential of internal control over competence. One line of thought is that 
perhaps the use of the social network, in the context of finding good 
competence, means using contacts with the firm’s competitors, customers 
or suppliers, which would, in itself, pose a risk of uncovering weaknesses 
in the firm, or exposing plans for possible areas of future expansion. Both 
scenarios could be dangerous threats to the firm’s operations.  

The business concept appears to have a direct relation with competitive 
advantages. This relation indicates that a challenging business concept 
drives for competitive advantages as opposed to how a non-challenging 
business concept appears to work. This suggests that a challenging business 
concept can push for competitive advantages while a non-challenging 
business concept, as such, does not drive for competitive advantages. This 
result is in line with how the strategy literature reasons, that is, the 
emphasis on the importance of a clear strategy that leads to clarity of goals, 
which allows for driving the firm in a focused direction that fosters 
competitive advantages (Porter, 1985; Barney, 1991). 

5.1.10 Entrepreneur’s Education - Discussion.  

It was expected that the entrepreneur’s education type and education level 
would be, as Westerberg (1999) argues, not without consequence to a 
firm’s competitive advantages. This statement is in line with the results 
presented by Bergström and Lumsden (1993), who related higher 
education level to greater use of management control system. However, 
the comprehensive level of education held by an entrepreneur appears to 
have no visible relation to the use of any variant of modes and no direct 
relation with competitive advantages in the present model test. (See Figure 
10).
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The fact that the entrepreneur’s education seems to be of little 
consequence to the firm’s competitive advantages might still be natural. 
Compared with experiences, education involves more general knowledge, 
while experience is more specific and “hands-on”, and therefore it may be 
expected that the experiences are easier than education to apply in a new, 
but similar context. Tidd et al (2001) pinpoint this by stressing that it is not 
sufficient simply to have experiences (good or bad), but the key is to 
evaluate and reflect upon them and to develop the organization in such a 
way that the next time a similar challenge emerges, the response is ready. 
Education, being of a general nature, therefore seldom offers opportunities 
for applying specific solutions in specific situations. This is why it might be 
natural that the entrepreneur’s education will not provide as strong an 
explanation as the entrepreneur’s experience. This is in line with Dyke et
al (1992), who found that the entrepreneur’s education level appears to be 
of less consequence and argue that cognitive psychologists are increasingly 
questioning the importance of education for success in business endeavors. 
It was expected that although education is of a general nature, the 
education level would influence the level of competitive acquisition. Such 
a relation was not visible in this model test. 

The absence of visible relations regarding the entrepreneur’s education 
may also be natural due to the fact that the average age of the 
entrepreneurs in this study is 48, and as a consequence, the comprehensive 
level of education was probably reached long ago. The time lag regarding 
education referred to above might be one possible reason why the 
aggregated experiences, usually gathered after the finished education, are 
more visible in the results. In addition, a comprehensive education level 
might provide several useful tools for running a firm on a general level, 
which relates to the definition of knowledge. Recall the discussion on 
knowledge in the Volume One (Chapter 2) where “facts” and 
“comprehension” are two dimensions of knowledge that are closely 
related to education, while the knowledge dimension called “skills” is 
closely related to experience. Skills are in themselves more “hands on” 
compared to the dimension of “facts” and “comprehension”. The “hands 
on” aspect might be another reason for the visibility of relations between 
the experiences and use of modes in the model test, while education is not 
visible.
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5.1.11 Entrepreneur’s Experiences - Discussion. 

The entrepreneur’s aggregated level of experiences appears to drive for 
avoiding use of modes for absorbing competence via the social network 
and the market. One line of thought is that using the social network might 
not guarantee that the acquisition provides the “right” competence, 
perhaps sometimes even the opposite. Relying on the social contacts to 
provide the right competence might be ambiguous. Social obligations 
might interfere with the aim of pursuing with the best competence, and 
instead result in providing work opportunities for relatives and friends. 
This is not to say that relatives and friends might not be the best choice, 
but they might be prioritized ahead of the aim of acquiring the “best” 
competence, which might have been learned by experience. This 
reasoning is in line with how the entrepreneurs in Gamma in Volume 
One argued to avoid involving “close ties” and consequently avoiding 
conflicts due to the close relation. With this interpretation, an experienced 
entrepreneur could mean avoiding use of the social network, in line with 
the expression “do not mix business and pleasure”.

Taken together, the combined experiences provide a base for avoiding use 
of the social network for the purpose of absorbing competence. In 
addition, avoiding absorbing competence via the market may be an 
expression of comfort with how things are. The experienced 
entrepreneurs, who in many ways are associated with high age (see e.g. 
Westerberg 1999, p. 34), are perhaps not as “hungry” in terms of acting 
on and pursuing competitive opportunities. Some level of comfort 
regarding the current state of the firm’s competitiveness might place the 
opportunities in a perspective of “why risk everything when it’s good 
enough today”. Westerberg (1996) also found that long work experience 
of an entrepreneur is associated with avoiding bankruptcy, but at the same 
time also associated with lower firm performance similar to the reasoning 
above. Perhaps this is one reason why an experienced entrepreneur seems 
to use the market mode in order to buy competence and thereby 
temporarily access competence when external competence is needed. (See 
Figure 10). 

Another interpretation is that an experienced entrepreneur has a lesser 
need for support from the social network to find the right competence. 
Bowman and Hurry (1993) argue that people seek to keep options open 
in situations that involve an unforeseeable future. Keeping options open is 
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in line with use of a wide variety of modes. An experienced entrepreneur 
can handle competence acquisition in a stable manner and use fewer 
modes, as her/his experiences allow of familiarity of a situation, and s/he 
may hence perceive some comfort level even in uncertain situations. On 
the other hand, inexperienced entrepreneurs may use the social network 
to compensate for lack of experience of their own and gain support in 
order to acquire the “right” competence. This is in line with how the less 
experienced entrepreneurs in Alpha (Volume One) used their social 
network to compensate for their own shortcomings. Similar views are 
found in Westerberg (1999), who suggests that work experience can 
prepare an entrepreneur for different contingencies. However, Miller 
(1991) argues that entrepreneurs with long work experiences also tend to 
become “stale in the saddle”. As a consequence, the guide for actions 
developed from long work experience might in uncertain contexts point 
in the wrong directions since former success actions might become 
obsolete when the context changes. (See Figure 10). 

5.1.12 Tolerance for Ambiguity - Discussion. 

An entrepreneur with a high tolerance for ambiguity was expected to use 
a wide range of modes, while an entrepreneur with a low tolerance for 
ambiguity was expected to focus on the use of internal acquisition, in line 
with how Granovetter (1973) reasons. With the results at hand from this 
model test, there is a need for a slight revision of this suggestion. While it 
appears fair to say that an entrepreneur with a high tolerance for ambiguity 
uses a wide range of modes, an entrepreneur with a low tolerance for 
ambiguity appears to take no structured actions in competence acquisition 
or perhaps takes no actions at all.  

The entrepreneur’s high tolerance for ambiguity was expected to relate to 
use of external modes, and the entrepreneur’s confidence and ability to 
cope with uncertainty, which external modes to some extent are 
associated with, were also expected to relate to competitive advantages 
(see e.g. Wincent and Westerberg, 2005). Trust is another dimension that 
is important for the use of the social network mode and the market mode 
to provide positive effects on the competitive advantages, as found in 
Volume One (see e.g. Chapter 6.1.4). Wincent (2006) found that 
entrepreneurs who have high levels of trust for their cooperative partners 
also succeed in acting more entrepreneurially, as they allow themselves to 
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work on a larger arena, in line with using a wide range of modes. Trust is 
suggested to include the expectation that will ease the fear of opportunistic 
behaviour from parties involved when using external modes. 
Consequently, trust seems to be required for an entrepreneur to 
experience a high comfort level when using external modes. 
Entrepreneurs with a high tolerance for ambiguity use external modes, 
which is in line with how entrepreneurs with high levels of trust and high 
levels of comfort seem to act according to the literature, and as a result, 
positive effects on competitive advantages could be expected. Accordingly, 
it might be argued that higher levels of tolerance for ambiguity are 
associated with higher levels of trust and have a positive influence on the 
use of external modes.  

Wincent (2006) suggests that proactive trait-alike factors such as tolerance 
for ambiguity may allow the firm to overcome barriers such as fear of 
opportunistic partners who may hinder a functional use of the social 
network. The results in this study indicate that the entrepreneur’s 
tolerance for ambiguity appears to relate to four out of five variants of 
competence acquisition modes. The strongest visible relations are with the 
internal mode and the use of the social network variant, to hire. This is a 
surprising result, as it was expected that a high tolerance for ambiguity 
would in particular drive for use of external modes rather than those 
modes, which offer tight control. The underlying assumption is that a less 
risk avert entrepreneur would have less constraints on use of mode. 
However, those entrepreneurs with a low tolerance for ambiguity appear 
to avoid engaging in the use of any competence acquisition mode, even 
those modes providing tight control. Instead, they appear to do nothing or 
act planlessly in an unstructured way, which might be argued to be in line 
with a reactive approach (Cf. Miles and Snow, 1978; Simons, 1987; 
1990). This result could be interpreted as being an even less risky 
behaviour compared to how those with a high tolerance for ambiguity act, 
and therefore, the results make sense. 

Structured actions in the use of competence acquisition modes are 
associated with a predetermined acquisition plan, in line with proactive 
actions (see e.g. Landström, 1999), while unstructured acquisitions are 
aligned with solving a need or a problem when it arises in line with 
reactive actions. Perhaps the activities of acquiring competence in a 
structured way, in line with a proactive approach, are filled with 
ambiguity, and thus, make the activity itself risk-filled. (Cf Winborg, 
1998).
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The results regarding the entrepreneur’s tolerance for ambiguity and use of 
modes are in line with Bogner and Thomas (1996), who argue that firms 
in the same industry, facing the same set of environmental conditions and 
changes, may have quite different competitive responses because of 
differences in managers’ cognition, perceptions and judgements as to how 
internal competence should be built and aggregated for market 
competition. Sanchez and Heene (1996) also suggest that managers’ 
cognitive perceptions will perhaps determine patterns and priorities of 
competence acquisition. This reasoning may be compared with the acting 
referred to structured or unstructured concerning the results in this model. 
(See Figure 10). 

A high tolerance for ambiguity has a positive direct relation with 
competitive advantages, while a low tolerance for ambiguity does not 
show such an explicit relation. Perhaps entrepreneurs with a high 
tolerance for ambiguity are more concentrated on aiming at competitive 
advantages, while entrepreneurs with a low tolerance for ambiguity have a 
lower drive for reaching for competitive advantages. Instead, 
entrepreneurs with a low tolerance for ambiguity may be content with 
how things work as they are, and are comfortable in the absence of 
changes, as their personality traits also indicate. Therefore, this result is in 
line with what could also be expected.

The above discussion has dealt with the model tested on the full sample. It 
focused on what the firms’ drive for and how the firms drive to receive 
what is sought for in general. Below, the model tests account for possible 
moderation effects depending on complexity of technology and 
environmental uncertainty. The characteristics of the context in which the 
firms act may influence how the firms act, and what leads to competitive 
advantages.
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5.2 Model Fit Measures in Four Contingency Contexts. 

The four context models prove to be considerably better model fits 
compared to the test of the first overall model. All have CMIN/DF below 
6, and three of the models have measures around or below five. 
Accordingly, three of the context models may be considered to be within 
the range of reasonable fit (the contexts of high complexity, low 
uncertainty, and high uncertainty). Specifically, the model tested in a high 
complexity context, which has a fit measure as low as 2.402, proves to 
have an acceptable fit. What is interesting to note is that the model fit 
tends to be better in a context of high complexity or a context of high 
uncertainty. This implies that the model, as such, works better in contexts 
characterized by high complexity levels and high uncertainty levels. (See 
Table 7). 

Table 7. Model fit measures.

Measures CMIN DF P CMIN/DF IFI NFI RMSEA 

Model test –  
low complexity 71.621 12 .000 5.968 .817 .787 .127 

Model test –  
high complexity 31.230 13 .003 2.402 .901 .841 .081 

Model test –  
low uncertainty 66.284 13 .000 5.099 .777 .737 .141 

Model test –  
high uncertainty 56.883 12 .000 4.740 .829 .792 .107 

In the four context models, the NFI varies within the range of .737 as the 
lowest value to .841 as the highest. However, none of these fit measures 
reaches the suggested limit, but at the same time all values vary in the 
upper part of the spectrum. Similar reasoning can be applied when looking 
at the IFI values. The IFI values in the four context models vary between 
.777 as the lowest fit and .901 as the highest fit. Regarding the value of P, 
only when the model is tested in a context of high complexity, the P 
changes to .003. Only one of the models tested proves a RMSEA below 
the recommended limit of rejection (.1). The model in a context of high 
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complexity has a model fit measure of .081, which implies that the model 
in this context can be employed. (See Table 7). 

5.3 Test of Model in a Context of Low Complexity. 

5.3.1 Competence Acquisition Modes – Results. 

Only one out of five variants of mode shows a visible relation with 
competitive advantages in a context of low complexity, and that is the use 
of an internal mode, which has a small coefficient (b .017; p<.01). (See 
Figure 11). 

5.3.2 Competence Base – Results. 

There are four visible relations between the competence base and the use 
of variants of modes in a context of low complexity. The coefficient in the 
relation with the social network variant, to hire is very large (b 2.661; 
p<.001), and the relation with the internal mode has a large coefficient (b
1.547; p<.001). In addition, the relation with the social network variant, 
to buy (b 1.044; p<.01), has quite a large coefficient. The relation with the 
market mode variant, to buy (b .882; p<.01), has a quite large coefficient. 
In addition, the competence base has a visible direct relation with 
competitive advantages, which has a small to medium-sized coefficient (b
.139; p<.01). (See Figure 11). 

5.3.3 Business Concept – Results. 

The business concept has a visible relation only with one out of five 
variants of modes and that is with the use of an internal mode. The 
coefficient is quite large (b 1.184; p<.01) in this relation. The business 
concept also relates directly to competitive advantages, but the coefficient 
is small to medium-sized (b .139; p<.01). (See Figure 11). 
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5.3.4 Entrepreneur’s Education – Results. 

The entrepreneur’s education has a visible relation with one of the five 
variants of modes, which is with use of the market mode variant, to hire (b
-.447; p<.05). This relation has a negative moderate-sized coefficient. (See 
Figure 11). 

5.3.5 Entrepreneur’s Experiences – Results. 

In addition, the entrepreneur’s experiences also show one visible relation, 
which is with use of the social network variant, to hire (b -.919; p<.01). 
The coefficient is negative and quite large in this relation. (See Figure 11). 

5.3.6 Entrepreneur’s Tolerance for Ambiguity – Results. 

The sub-variable, the entrepreneur’s tolerance for ambiguity has visible 
relations with the use of two out of five variants of modes, the internal 
acquisition mode (b .822; p<.05) and the social network variant, to hire (b
.879; p<.05). Both relations have quite large coefficients. (See Figure 11). 
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Figure 11. Testing of research model in a context of low complexity.

An arrow between two of the boxes indicates a relation. Dotted lines refer to 
negative coefficients. The mark * provides details of the on significance level 
of the relation *= p<.05; **=p<.01; ***=p<.001. Unstandardized values are 
used. The coefficient, the b, at the arrows indicates the strength of the 
relationship.
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5.3.7 Competence Acquisition Modes - Discussion. 

The theoretical arguments for how competence acquisition is handled in a 
context of low complexity may be boiled down to two competitive main 
themes. On the one hand, it has been argued that in a context of low 
complexity, use of an internal mode is suggested to be favoured based on 
the rationale of division of labour leading to the option to leverage 
competencies (Tidd et al, 2001), which provides potential for firm 
effectiveness, which in turn allows of speed to market. Having the 
competence internally, Tidd et al, (2001) argue, facilitates the possibilities 
of control, but perhaps more importantly, it is the fastest means for 
commercialization. The rationale of division of labour may be compared 
with McGarth et al (2001), as they suggest that by operating with superior 
efficiency relative to competitors, a firm can create a pricing advantage. 
Still, Tidd et al (2001) argue that firms acting in a context characterized by 
low complexity (in terms of degree of analyzability) may also spread their 
use of modes between internal and external modes.

The other main theme is concerned with the focus on the use of external 
modes by stating that when the complexity level is low, which 
consequently means that the barriers to imitation are also low, the use of 
external modes will not increase the risks of losing competitive advantages. 
In fact, when the complexity level is low, the focus on the use of an 
internal mode is not expected to protect the firm’s competitive advantage 
against competitors. Therefore, protection of competitive advantages is 
not an issue creating obstacles to the use of external modes in contexts of 
low complexity. Aldrich and Fiol (1994) suggest that firms will generally 
focus on the use of external modes when the complexity level in the 
context is low. Drawing upon this reasoning, it might be questioned why 
a firm would risk incorporating competence when the competence can be 
accessed externally when needed.  

An internal mode is the only mode that relates to competitive advantages 
in a context of low complexity, as can be seen in Figure 11. It is also the 
most frequently used mode in this context according to the results in 
Chapter 4.3 (as in all contexts). In addition, firms with strong competitive 
advantages use an internal mode more compared to firms with weak 
competitive advantages, which is pointed out in Chapter 4.3. One reason 
why an internal mode has an explicit impact on competitive advantages 
may be that the use of an internal mode is in line with long-term 
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commitments, which are possible to have in a context of low complexity 
(Dierickx and Cool, 1989). Still, external modes are used and the level of 
use of the social network variant, to buy, also differs between firms with 
strong competitive advantages and firms with weak competitive 
advantages. This suggests that the use of modes is spread, in line with the 
idea of stretch in the use of competence acquisition modes (Sanchez et al,
1996). However, neither of the specific directions argued for by the two 
main themes for actions in competence acquisition is clearly supported by 
the results in this model test. Instead, Chapter 4.3 points out that both 
internalizing tightly and accessing competence temporarily via the social 
network appear to be rewarding to use in terms of competitive advantages. 
There is a tendency towards use of modes that offer tight control, since 
the social network is used instead of the market to a greater extent. 
Perhaps, the mix of using modes that leads either to internalizing 
competence or access to competence via the social network (which is 
based on trust and therefore may work for prohibiting opportunistic 
actions) is a favourable combination in a context of low complexity. 

The competence base holds the strongest direct relation with competitive 
advantage in this context, though it is of modest strength. A challenging 
business concept also appears to work positively on the competitive 
advantage, as does also the use of an internal competence acquisition 
mode. One conclusion is that in a context of low complexity, it could pay 
off to have a strong competence base, a challenging business concept, and 
to concentrate acquisition action on the use of an internal acquisition 
mode. Building strengths inside the firm in this manner supports the main 
theme suggested by (Tidd et al, 2001), but also to some extent the other 
main theme since external modes are still used in this context. (See Figure 
11).
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5.3.8 Competence Base - Discussion. 

In a context characterized by low technology complexity1, a strong 
competence base appears to have a central role in competence acquisition. 
Its relations pinpoint a drive for use of all variants of acquisition modes in 
order to embrace competence in firm activities. Situations of low 
complexity, characterized by routine tasks with few varieties, allows of 
taking actions that can have long-term consequences. Drawing upon this, 
it make sense that a strong competence base seems to have such a major 
role in firm actions in contexts characterized by low complexity, since the 
competence base represents long-term commitments to a chosen path. 
This result is in line with what Dierickx and Cool (1989), and Ghemawat 
(1991) state regarding resource commitments. They suggest that the firm’s 
stock of resources makes the firm commit to a certain long-term domain 
of activities. One possible reason why the competence base has an explicit 
direct impact on competitive advantages may be that having a strong 
competence base is in line with long-term commitments and maintaining 
a long-term commitment is possible in a context of low complexity. (See 
Figure 11). 

5.3.9 Business Concept - Discussion. 

Moving on to how the business concept works in a context of low 
complexity, a challenging business concept appears to drive for the use of 
an internal mode, in line with how the strong competence base works. 
On the one hand, it may be argued that is appears natural that a 
challenging business concept drives for the use of internal acquisition, 
since all areas of the business concept are considered crucially important 
for the firm’s competitive strength. When a challenging business concept 
is at hand, it becomes even more important to add more competence 
continually in an attempt to guard against drainage of important parts to 
the outside, which is an obvious risk when external competence is 
involved. In fact, guarding against leakage of important parts is by 
definition a major problem in a context of low complexity, since the 
degree of analyzability of tasks is high as is also the degree of routine tasks. 
(See Figure 11).  

                                                          
1 In the Volume One, low complexity was discussed as the technology being lean. 
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However, the result point to the conclusion that a challenging business 
concept drives for the use of an internal acquisition mode. From a 
competitive perspective, where leakage is a major problem, this is 
somewhat unexpected. Consequently, there appears to be a tension 
between how a challenging business concept works as such, and what 
actually could be rewarding in a context of low complexity. Perhaps the 
tension between the drive for the use of an internal acquisition mode and 
the low barriers to imitation is one reason why the linkages between a 
challenging business concept and other dependent variables in the model 
are few in this context, because its contribution to competitive advantage 
are vague or puzzling. The fact that the results show that the challenging 
business concept drives for the use of an internal acquisition mode 
pinpoints the contradiction with the second main theme, which states that 
the high degree of analyzability makes it more or less pointless to use an 
internal mode in order to protect the business core. (See Figure 11). 

Perhaps the competence base and the business concept need to be 
discussed together in order for the results to make more sense. The results 
indicate that a weak competence base and an unchallenging business 
concept appear to drive for avoiding the use of modes altogether. 
Avoiding acquisition of competence is similar to what could be expected 
from firms that live from hand-to-mouth. As stated above, a strong 
competence base drives for the use of an internal mode, which is the type 
of mode a challenging business concept also appears to drive for. By 
approaching these results in the light of either using modes, in line with 
acquiring in a structured way or no use of modes, in line with doing 
nothing or acquiring in an unstructured way, might facilitate our 
understanding of the results. Doing something, or doing it in a structured 
way, as opposed to doing nothing or doing it in an unstructured way, 
might, in fact, be the main contribution stemming from a challenging 
business concept and a strong competence base in a context of low 
complexity. These both inheritance factors have direct relations with the 
competitive advantages, and consequently actions in a structured way 
appear beneficial in a context of low complexity. What appears to be 
especially rewarding is the idea of “division of labour” proposed by Tidd, 
as both a strong competence base and a challenging business concept have 
strong relations with modes resulting in competence becoming absorbed. 
(See Figure 11). 
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5.3.10 Entrepreneur’s Education - Discussion. 

In a context characterized by low complexity, the entrepreneur’s 
education level appears to have a weak negative impact on the use of the 
market mode variant, to hire. Expressed differently, there is a tendency for 
highly educated entrepreneurs to avoid using the market in order to hire 
personnel when acting in a context of low complexity. It is interesting to 
note that it is only in the context of low complexity that the 
entrepreneurs’ education appears to have any visible relation to the use of 
any variant of modes. One line of thought is that a low complexity 
context means that what is learned in school can later be applied and used 
in the business, in line with vocational training, which makes the 
connection explicit in this context. The negative relation is puzzling, 
where a highly educated entrepreneur avoids hiring from the market. One 
reason might be that during the education period, the entrepreneur builds 
personal contacts that later become the entrepreneur’s social network, and 
hence the entrepreneur does not need to use the market in order to 
acquire competence. But then a positive relation to the use of social 
modes might have been expected, which is not apparent here. An 
alternative interpretation is that the highly educated entrepreneur does not 
search for new personnel in a structured way, or hire personnel via a 
trainee system in a context of low complexity. (See Figure 11). 

5.3.11 Entrepreneur’s Experiences - Discussion. 

It appears as if the entrepreneur’s aggregated experiences drive for 
avoiding the use of the social network to hire new employees. It may also 
be worth noting that although there are negative relations in the model 
test regarding the entrepreneur’s education and the entrepreneur’s 
experiences when it comes to hiring new employees, they differ as the 
entrepreneur’s education relates to a market mode and the entrepreneur’s 
experiences relate to a social network mode. The negative relation 
between an experienced entrepreneur and the use of the social network 
mode, to hire, may be explained by the fact that when the complexity 
level is low, collected experiences may provide a good-enough-overview 
of the context in which the firm operates and the need for using the social 
network might cease to exist. This result is in line with Westerberg 
(1996), who found relations between an entrepreneur’s long work 
experience and being risk avert, less apt to change and being internally 
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oriented. (See Figure 11). In addition, the reasoning put forward in 
Section 5.1.11, saying that perhaps not the best competence is received by 
the social network, which might be learned by increasing experience, may 
be another reason for the negative relation.  

On the other hand, a high tolerance for ambiguity appears to be a driving 
force for the use of the social network to hire new employees. 
Accordingly, a tension regarding the use of the social network variant, to 
hire, appears to exist when an experienced entrepreneur with a high 
tolerance for ambiguity is at hand. (See Figure 11). 

5.3.12 Entrepreneur’s Tolerance for Ambiguity - Discussion. 

In a context characterized by low complexity, entrepreneurs with a high 
tolerance for ambiguity appear to solve their competence needs when a 
(temporary) need for competence occurs, differently from entrepreneurs 
with a low tolerance for ambiguity. Avoiding the use of the social 
network might be compared with doing nothing to incorporate new 
competence or doing everything, which seems to be how entrepreneurs 
with a low tolerance for ambiguity act. In that sense, the use of any mode, 
or concentrating the use of modes, may be considered risky, especially so 
when the acquisition results in an extended employment base. A firm that 
experiences a need for additional competence in this type of context can 
easily fill the need by temporarily accessing competence, since only a 
minimum of firm specific training seems to be needed in order to perform 
firm specific tasks. This is one possible reason why hiring new employees 
is associated with risky behaviour. The entrepreneurs with a low tolerance 
for ambiguity appear altogether to avoid situations that cause a 
competence need to occur, which indicates that those entrepreneurs only 
take on assignments that are “doable” within the existing competence 
boundaries of the firms.  

An entrepreneur with a high tolerance for ambiguity also seems to drive 
for the use of an internal mode besides the drive for absorbing competence 
via the social network. Both these modes aim at internalizing competence 
and both allow of tight control, which is one reason why this result is not 
that easily interpreted. Since the complexity of the technology is low, and 
thus, easy to learn, and easy for outsiders to interpret, how then, could the 
actions of an entrepreneur with a high tolerance for ambiguity in the use 
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of an internal mode to a great extent be understood. One idea is that due 
to the low degree of complexity, the competitive edge of a firm may easily 
be copied, imitated or innovated around, and hence investing in 
acquisition of competence internally, especially for new ground-breaking 
developments, becomes a risky affair. This reasoning is based on the idea 
that other firms could skip the expansive development phase by copying 
the firm’s development work, and thereby do business at lower costs by 
saving resources and time. Expressed differently, it takes an entrepreneur 
with a high tolerance for ambiguity to embrace the risky investments 
associated with using absorbing modes like an internal acquisition mode 
and the social network variant, to hire in the context of low complexity. 
(See Figure 11). 

5.4 The Model in a Context of High Complexity. 

5.4.1 Competence Acquisition Modes – Results. 

Only the use of the internal acquisition mode shows a visible relation with 
competitive advantages in a context of high complexity. The coefficient is 
small in this relation (b .013; p<.05). (See Figure 12). 

5.4.2 Competence Base – Results. 

In a context of high complexity, the competence base has visible relations 
with only two out of five variants of mode. Both the relation with the use 
of the internal acquisition mode (b 1.263;p<.05) and the relation with the 
use of the market mode variant, to hire (b 1.016 ;p<.05) have large 
coefficients. The competence base also has a visible direct relation with 
competitive advantages with a small to medium-sized coefficient (b .177; 
p<.001). (See Figure 12). 
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5.4.3 Business Concept – Results. 

The business concept has one visible relation, which is with the use of the 
social network variant, to hire (b 1.116; p<.05), in a context of high 
complexity. The coefficient is large in this relation. (See Figure 12). 

5.4.4 Entrepreneur’s Education – Results. 

There are no visible relations between the sub-variable the entrepreneur’s 
education and use of variants of modes in a context of high complexity.   

5.4.5 Entrepreneur’s Experiences – Results. 

On the other hand, the sub-variable the entrepreneur’s experience, relates 
to three of the five variants of modes. The relation with the use of the 
market mode variant, to buy has a large coefficient (b 1.377; p<.01). The 
other two relations, with the social network variant, to hire (b -.988; 
p<.05) and the market mode variant, to hire (b -.908; p<.05) are both 
negative. These two relations both have large coefficients. (See Figure 12). 

5.4.6 Entrepreneur’s Tolerance for Ambiguity – Results. 

The sub-variable, the entrepreneur’s tolerance for ambiguity has visible 
relations with three out of five variants of modes: the internal acquisition 
mode (b 1.116; p<.05), the social network variant, to hire (b .911; p<.05), 
and the social network variant, to buy (b .893; p<.05) in a context of high 
complexity. All three relations have large coefficients. The entrepreneur’s 
tolerance for ambiguity also shows a visible direct relation with 
competitive advantages, which has a small to medium-sized coefficient (b
.177; p<.001). (See Figure 12). 
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Figure 12. Testing of research model in a context of high complexity.

An arrow between two of the boxes indicates a relation. Dotted lines refer to 
negative coefficients. The mark * provides details of the significance level of 
the relation *= p<.05; **=p<.01; ***=p<.001. Unstandardized values. The 
coefficient, the b, at the arrows indicates the strength of the relationship.
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5.4.7 Competence Acquisition modes - Discussion. 

In a context characterized by a high complexity level, the degree of 
analyzability is low and difficult to interpret and copy (Aldrich and Fiol, 
1994). Two main themes have also been identified in the literature for the 
use of modes in a context of high complexity. One main theme implies 
that a high complexity level drives for use of an internal acquisition mode, 
or for acquisition with the intent of absorbing the competence, since a 
high complexity level causes by definition a barrier to imitation. (See e.g. 
Porter, 1985; Dierickx and Cool, 1989; Barney, 1991) 

Tidd et al (2001) argue that in contexts characterized by high complexity, 
it is not practical for any firm to maintain all necessary competence 
internally. Tidd and Trewhella (1997) go further by stating that high 
complexity makes it difficult, if not impossible, to retain all desired 
competence internally. In order to remain competitive, they say, firms in 
these types of contexts must leverage their internal competencies with 
those available externally, which is the essence of the other main theme. 
Consequently, the use of external acquisition modes may be necessary 
when the context is characterized by high complexity. Therefore, Tidd et 
al (2001) argue that external acquisition modes are more commonly used 
in contexts characterized by high complexity compared to contexts of low 
complexity. Based on this reasoning, it may be expected that in contexts 
of high complexity, more external modes are used with the intent of 
accessing competence compared to contexts of low complexity (Tidd and 
Trewhella, 1997). Deeds and Hill (1998) go further by arguing that the 
use of external modes in contexts of high complexity is a matter of choice 
by stating that firms have incentives for using external modes to a great 
extent, since complex tasks like development work are costly due to the 
need for specialization in know-how.

A complex product that addresses new and forthcoming customers’ wants 
may require untraditional marketing methods and more extensive 
resources incorporated in marketing, according to Tidd et al (2001) and 
Hamel and Prahalad (1994). In a context of high complexity, where the 
technology is difficult to understand, (potential) customers are likely to 
perceive the product as very complex and might have a need to be 
“educated” in order to understand the product’s potential and eventually 
become product users. This indicates that the firm’s business concept 
could be expected to be challenging in contexts of high complexity, and as 
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a consequence, the business concept is expected to drive for the use of 
competence acquisition modes to a greater extent in a context of high 
complexity compared to a context of low complexity. Tidd et al (2001) 
argue in line with this reasoning by suggesting that the more competence 
components are needed, the greater the need to acquire competence 
externally. This suggestion is in line with the idea of a challenging business 
concept leading to more use of modes. (See Figure 12). 

As in all the other model tests, the use of an internal acquisition mode 
shows a visible relation with competitive advantages in a context 
characterized by high complexity. The use of modes is spread in a context 
of high complexity, as Chapter 4.4 points out. Still, a particular order of 
use can be found, where an internal mode is used the most. In fact, firms 
with strong competitive advantages use an internal mode to a greater 
extent compared to firms with weak competitive advantages. This 
provides support for the first main theme (Porter, 1985; Dierickx and 
Cool, 1989; Barney, 1991).

Some light can be shed on the lack of relations between external modes 
and competitive advantages in this model test by looking at cases of Alpha 
and Delta in Volume One. Delta struggled with coming across to potential 
future customers and thereby trying to establish a product need on the 
market. Several approaches were applied by Delta, by using various 
modes, but all attempts have so far proved to be dead ends. Accordingly, 
several uses of modes did not strengthen the competitive advantages for 
Delta. Alpha also had to struggle to come across clearly to their markets 
and present their products in a clear way to the customers. Alpha had 
some breakthroughs but still had no good solution to how to approach 
new customers and needed to invest more efforts in order to be able to 
increase their potential customer base. The processes of both Alpha and 
Delta are in line with what Hamel and Prahalad (1994) call “expeditionary 
marketing”.

Still, Chapter 4.4 indicates that the use of the social network may be 
positive in terms of competitive advantages. Besides the use of an internal 
mode, the use of the social network variants, to buy and to hire, seem to 
be rewarding, which is indicated by the difference in use level between 
firms with strong competitive advantages and firms with weak competitive 
advantages (see Chapter 4.4). That is absorbing competence via the use of 
the social network appears to be important for competitiveness in line 
with a stretch for receiving needed competence. (See Figure 12). This 
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indicates support for the second main theme (Deeds and Hill, 1998; Tidd 
et al, 2001).

5.4.8 Competence Base - Discussion. 

This model test results indicate that in a context characterized by high 
complexity, the driving forces behind the use of acquisition modes appear 
to be spread among the three inheritance factors.

The competence base appears to have positive relations with both the use 
of an internal acquisition mode and the use of the market mode variant, to 
hire. Those actions in competence acquisition may be viewed as methods 
to ensure renewal of the competence base with “fresh ideas”, to stay 
informed with what is new outside the firm, and simultaneously ensure 
that the firm’s own specific competences develop in line with the firm’s 
chosen path. In order to deal with the high complexity level, firms seem 
to incorporate new competence, which could be assigned to the use of a 
coping strategy. One reason for the absence of relations between the 
competence base and the use of modes resulting in temporarily accessed 
competence might be the high complexity level. When there is high 
complexity, it appears that it would be difficult to incorporate short-term 
competence that would actually result in productive use for the firm. A 
possible explanation is the time lag for catching up with the frontier issues 
in the firm. The only viable acquisition options might be those aiming for 
long-term commitments, in line with the use of an internal mode and 
absorbing competence through hiring via the market. (See Figure 12). 

In a context characterized by high complexity, a strong competence base 
appears to have a direct relation with competitive advantage, as in all 
model tests. This relation seems reasonable, as in this context being good 
at what the firm does, that is, having a strong competence base, could be 
expected to enhance the firm’s chances of creating and sustaining 
competitive advantages in line with maintaining barriers to imitation. (Cf. 
Barney, 1991; Aldrich and Fiol, 1994). 
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5.4.9 Business Concept - Discussion. 

In a context of high complexity, a challenging business concept appears to 
relate to the use of the social network variant, to hire. Expressed 
differently, the results imply that in a highly complex context, the more 
challenging a business concept is, the more the firm will rely on the social 
network to provide recommendations of new potential employees for 
absorbing competence. One thought regarding this result is that when 
acting in a context of high complexity with a challenging business 
concept, the firm can benefit from using the social network in order to 
compensate for its own shortages of diversified connections to potential 
employees. The entrepreneur could hardly be the “expert” in all areas, or 
have own connections of her/his own in all areas, and still have the insight 
into what competence is needed in all areas, which is expected to be 
especially valid in a highly complex context. (See Figure 12). 

5.4.10 Entrepreneur’s Education - Discussion. 

The entrepreneur’s education shows no visible relations in a context 
characterized by high complexity. Perhaps general knowledge is of limited 
use for competence acquisition modes or of limited consequence for 
competitive advantages when the context is highly complex. Perhaps the 
education level rarely offers action guidance due to its general nature. This 
ought to be especially valid in a highly complex context, since general 
knowledge is probably not enough for understanding and acting in the 
context. Thus, the absence of visible relations between the entrepreneur’s 
education and the use of mode and competitive advantages are in line 
with how Tidd et al (2001) and Dyke et al (1992) argue. (Cf. Section 
5.1.10).

5.4.11 Entrepreneur’s Experiences - Discussion. 

However, the sub-variables the entrepreneur’s experience and the 
entrepreneur’s tolerance for ambiguity appear to be central for the use of 
variants of competence acquisition modes. It appears that when the 
context is difficult to understand and hard to interpret, the entrepreneur’s 
combined experiences and her/his tolerance for ambiguity will serve as a 
guiding instrument in firm actions, which could be referred to as 
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management by “gut-feeling”. It seems natural to act on “gut-feeling”, as 
it might be the only option due to the high complexity where the 
situation is difficult to understand, and is therefore vague by nature. (See 
Figure 12). 

5.4.12 Entrepreneur’s Tolerance for Ambiguity - Discussion. 

In addition, the entrepreneur’s tolerance for ambiguity appears to have a 
direct relation with competitive advantage. Accordingly, the 
entrepreneur’s ability to accept the ambiguity stemming from the low 
level of analyzability and lack of routine tasks is in line with having a high 
tolerance for ambiguity, promoting firm actions despite the “foggy” 
setting in the context. The comfort with the high degree of complexity 
allows the entrepreneur to act and not become passive and inactive, and 
by being able to live with the consequences stemming from the 
characteristics of the surroundings, a drive for competitive advantages 
appears natural. (See Figure 12). 

5.5 Comparisons Between High and Low Complexity - 
Discussion.

It appears that in a context of high complexity, the driving forces behind 
the use of competence acquisition modes are more spread between the 
inheritance factors compared to the spread in a context of low complexity. 
In the context characterized by high complexity, the competence base 
appears to influence fewer variants of modes (two of five) compared to 
how the competence base seems to work in a context characterized by 
low complexity (four of five). Instead the entrepreneur appears to fill a 
greater function in the use of modes in a context of high complexity 
compared to a context of low complexity. This is in line with what is 
implied in prior literature, which points out that the higher the degree of 
technology complexity, the greater will the impact of the entrepreneur’s 
experiences and the entrepreneur’s tolerance for ambiguity (also referred 
to as the entrepreneur’s degree of comfort with technology) will be on the 
use of competence acquisition modes. Both the entrepreneur’s experiences 
(relates to three of five variants of mode) and her/his tolerance for 
ambiguity (relates to three of five variants of mode) appear to influence 
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more variants of modes compared to how the two sub-variables work in a 
context of low complexity (entrepreneur’s experiences relate to one of 
five variants of mode; entrepreneur’s tolerance for ambiguity relates to two 
of five variants of mode). Accordingly, there is a tendency for the 
entrepreneur to be more central for the use of variants of competence 
acquisition modes in a context of high complexity, which appears to be a 
shift compared to a context of low complexity. Thus, the central driving 
force in the use of competence acquisition modes tends to shift from the 
heavy reliance on the competence base to be spread to the entrepreneur, 
when the character of the context shifts from low to high complexity. 
(See Figure 11 and 12). 

In fact, when the context is difficult to understand and hard to interpret, 
management by “gut-feeling” appears to become both a driving force and 
a compass in firm actions, which seem to differ from a context of low 
complexity. In a context, where it is easy to understand and interpret the 
surroundings, the competence base appears to work as a driving force 
guiding firm action. The gap between the competence the firm has, and 
the competence the firm needs or expects to need, appears to drive for 
firm actions in the use of competence acquisition modes in a context of 
low complexity.

In both types of complexity contexts tested in the present study, there are 
indications that the competence acquisition modes, which offer tight 
connection with the firm, are emphasized by the relations with the 
inheritance factors. (Cf. Chapter 4.3 and 4.4). Firms with strong 
competitive advantages use more of an internal mode and the social 
network mode, to buy, in both contexts compared to firms with weak 
competitive advantages. However, only in the context of high complexity 
do firms with strong competitive advantages use the social network 
variant, to hire, more compared to firms with weak competitive 
advantages. Accordingly, the use of modes that offer tight connections to 
the firm differs from what was suggested by both Tidd and Trewhella 
(1997) and Kelly and Rice (2001), who reason that high complexity is 
accompanied by more incentives for using more external modes. Further, 
the results show no visible relations between the use of external modes 
and competitive advantages. Aldrich and Fiol (1994) may offer an 
explanation to the lack of relations. They argue that when core 
competence is at hand, which is of crucial importance for competitive 
advantages, focus is on the use of an internal mode due to the possibility 
to retain the barriers to imitation. Tidd et al (2001) argue in line with the 
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above by suggesting that external modes are only used when the type of 
competence being acquired is not directly related to the core 
competencies of the firm. Accordingly, the incentives for using external 
modes may increase as the complexity level increases. However, if external 
modes are used, regardless of the complexity level, the use appears to be 
focused on non-core competitive issues, which may be one reason for the 
lack of relations between external modes and competitive advantages.

Tidd and Trewhella (1997) argue that when the overall technology is 
sufficiently complex the firm must be prepared to access enabling 
competence externally even though all strategic competence can be 
retained internally. Such a difference between contexts of high and low 
complexity is not obvious in these model tests. The present model tests 
show a slight tendency indicating that in a context of low complexity, the 
coefficients between the inheritance factors and use of tightly connected 
modes are stronger. The strengths of the coefficients are in line with how 
Wernerfelt (1984) argues. He reasons that one barrier to imitation may be 
found in the degree of complexity, in the process of offering products and 
services to the market. Thus, the higher the complexity level, the greater 
the opportunities for creating and maintaining barriers to imitation. This 
presumed relation might be one reason why there is a tendency that the 
modes, besides an internal mode, appear to be used in a less structured 
way in a context of high complexity compared to a context of low 
complexity. In a context of high complexity it may not be as necessary, in 
order to protect from imitation, to act as structured. In both types of 
complexity contexts, the use of an internal mode is emphasized, and 
consequently an internal mode might primarily be used for other reasons 
than for building barriers to imitations.

Still, it seems fair to conclude that in a context of high complexity firms 
have more incentives to guard against outsiders gaining insight into firm 
operations, in line with acting on internal acquisition or absorbing 
competence as the results imply, because the characteristics of the context 
itself create and offer barriers to imitations of the firm. Further, in a 
context of high complexity, the business concept appears to drive for the 
use of the social network in order to hire employees, which is in contrast 
to how it seems to work in a context of low complexity. The two settings 
allow different mechanisms to work regarding the use of the social 
network. The difficulty in understanding the competence need in all 
strategic areas of the business concepts may vary with the degree of 
complexity. When the context is characterized by high complexity, the 
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difficulty in understanding the competence need is greater, and using the 
social network in order to acquire competence might prove to be 
beneficial. On the contrary, when the context is characterized by low 
complexity, the competence need in all strategic areas is more easily 
interpreted and understood. As a consequence, the use of the social 
network to acquire the “right” competence might be considered risky, as 
it might allow outsiders to obtain insights into important issues of the firm.  

As for how firms in a context of low complexity act compared to how 
firms in a context of high complexity use competence acquisition modes, 
the profiles may still be said to have similarities (Cf. Chapter 4.3 and 4.4). 
The similarities between frequencies of use suggest that although the 
complexity level of the context differ, firms use competence acquisition 
modes in a particular way similar to the Pecking order idea introduced by 
Myers (1984) (see Section 6.1.1 for details).  

5.6 Test of Model in a Context of Low Uncertainty. 

5.6.1    Competence Acquisition Modes – Results. 

Only one of five variants of competence acquisition modes, namely the 
use of the internal mode, shows a visible relation with competitive 
advantages in a context characterized by low uncertainty. The coefficient 
is small (b .02; p<.01). (See Figure 13). 

5.6.2 Competence Base  – Results. 

The competence base proves to have relations with two out of five 
variants of modes, namely with the social network variant, to hire (b
1.312; p<.01), and the variant, to buy (b 1.516; p<.01), in a context of 
low uncertainty. Both relations are strong since both coefficients are large. 
The competence base also relates directly with competitive advantages in a 
context of low uncertainty. This relation has a small coefficient (b .176; 
p<.01). (See Figure 13). 
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5.6.3 Business Concept – Results. 

There is no visible relation between the business concept and the use of 
any variant of modes in a context characterized by low uncertainty. In this 
context, the business concept only relates directly to competitive 
advantages. This relation has a small coefficient (b .114; p<.05). (See 
Figure 13).  

5.6.4 Entrepreneur’s Education – Results. 

There are no visible relations between the sub-variable, the entrepreneur’s 
education and the use of variants of modes or with competitive advantages 
in a context of low uncertainty. (See Figure 13). 

5.6.5 Entrepreneur’s Experiences – Results. 

The sub-variable, the entrepreneur’s experience has one visible relation, 
which is a negative relation with the use of the social network variant, to 
hire (b -.836; p<.05). The coefficient is moderately large in this relation. 
(See Figure 13). 

5.6.6 Entrepreneur’s Tolerance for Ambiguity – Results. 

The sub-variable, the entrepreneur’s tolerance for ambiguity, proves to 
have the most visible relations with the use of variants of modes compared 
to the other inheritance factors in a context of low uncertainty. The 
entrepreneur’s tolerance for ambiguity proves to have relations with three 
out of five variants, namely with the use of the internal mode (b 1.450; 
p<.01), the use of the social network variant, to hire (b 1.044; p<.05), and 
the use of the variant of a market mode, to buy (b 1.331; p<.01). The 
coefficients are large in all three relations. (See Figure 13). 
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Figure 13. Testing of research model in a context of low uncertainty.

An arrow between two of the boxes indicates a relation. Dotted lines refer to 
negative coefficients. The mark * provides details of the significance level of 
the relation *= p<.05; **=p<.01; ***=p<.001. Unstandardized values are 
used. The coefficient, the b, at the arrows indicates the strength of the 
relationship.

Entrepreneur
Experience 

Entrepreneur
Education 

Entrepreneur
Tolerance for 

ambiguity 

Business
concept

Competence 
base

Market 
acquisition 
– buy

Market 
acquisition 
– hire

Social 
network
acquisition 
- buy 

Social 
network
acquisition 
- hire 

Internal
acquisition 

Competitive 
advantages

1.450** 

 1.044* 

1.331** 

-.836* 

.176** 

1.516** 

1.312** 

.114* 

.020** 



148

5.6.7 Competence Acquisition Modes - Discussion. 

The only variant of mode that shows a visible relation with competitive 
advantages in a context of low uncertainty is the use of an internal mode 
(which is also visible in all the other model tests). In Chapter 4.5 it was 
pointed out that firms with strong competitive advantages use absorbing 
modes, namely an internal mode and the social network variant, to hire, 
to a greater extent compared to firms with weak competitive advantages. 
These results are in line with how Covin and Slevin (1989) reason. Covin 
and Slevin specifically imply that in benign environments, similar to a 
context of low uncertainty, firms might benefit from acting on absorbing 
competence and make less use of external modes compared to firms in 
hostile environments, similar to high uncertainty. Low uncertainty allows 
of driving for actions having long-term effects as the future is fairly easy to 
foresee. Accordingly, the use of modes that allow of strengthening the 
firm’s own competence base is natural and staying flexible via use of 
accessing modes is, as such, not rewarding in terms of competitive 
advantages.

5.6.8 Competence Base - Discussion. 

In the present model test, the results indicate that when the perceived 
level of uncertainty in the surrounding environment is low, firm actions in 
the use of competence acquisition modes appear to be explained mainly 
by the sub-variables of the entrepreneur and by the competence base.

Firms that are concerned with establishing a strong competence base in a 
context of low uncertainty appear to drive for the use of a social network 
mode, and a strong competence base also seems to drive for competitive 
advantages. Thus, when there is low uncertainty, the social network is 
used by firms holding a strong competence base, which seems to work as 
an important guide for competence acquisition actions. This result appears 
to be natural, as the low level of uncertainty allows of a greater sense of 
control over competence, though the social network is used, which is 
under less control compared to using an internal mode. (See Figure 13). 
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As in all model tests, a strong competence base appears to influence 
competitive advantages, and therefore the choice of actions between 
absorbing competence or accessing competence is crucial and distinct, 
since what is absorbed can strengthen the competence base, while accessed 
competence is a temporary solution. (See Figure 13). 

5.6.9 Business Concept - Discussion. 

The business concept has no apparent relation to the use of any variants of 
mode in a context of low uncertainty. However, a challenging business 
concept appears to have a direct relation with competitive advantages. In 
an attempt to shed some light on this result, the case of Gamma in 
Volume One could be used. Gamma’s competence base seems to work as 
a guide in Gamma’s competence acquisitions, and Gamma appears to face 
a rather stable environment, in line with low uncertainty. By spreading 
their business activities and using several variants of modes, Gamma takes 
actions in order to try to retain a low uncertainty level. The assignments 
Gamma takes on are to a great extent dependent on the firm’s competence 
base and the competence the firm can address and access. Gamma’s line of 
business is, as a consequence, very flexible. Accordingly, it seems only 
natural that the business concept as such has no apparent relation to firm 
actions in competence acquisition. At the same time it seems natural that a 
challenging business concept relates to competitive advantages since a 
flexible and diversified business, like Gamma’s, is bound to have a 
challenging business concept but does not need to be inclined to drive for 
competence acquisition actions. Instead, the competence base appears to 
drive for the use of competence acquisition modes. Hence, it seems that in 
a context of low uncertainty, firms may benefit from having a challenging 
business concept and allow a strong competence base to guide in 
acquisition actions. (See Figure 13). 

5.6.10 Entrepreneur’s Education - Discussion. 

The sub-variable the entrepreneur’s education, seems to be of no visible 
consequence for competence acquisition actions or competitive advantages 
in a context characterized by low uncertainty. As discussed in Section 
5.1.10, the average age of the entrepreneurs in this study is relatively high, 
which consequently means that the education was probably finished long 
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ago. This might be one possible reason for the lack of influence. Still, this 
is a somewhat unexpected result, since the low level of uncertainty was 
expected to allow of educational background to matter, even though the 
educational background was gathered long ago.

5.6.11 Entrepreneur’s Experiences - Discussion. 

Entrepreneurs having long work experiences drive for avoiding use of the 
social network mode in order to recruit new employees. Accordingly, 
there is a tension between how the competence base and the 
entrepreneur’s experiences work regarding the use of the social network 
to hire new employees. A strong competence base drives for absorbing 
competence via the social network while a long-experienced entrepreneur 
drives for avoiding absorbing competence via the social network. 
However, the two variables do not need to be contradictory, because, 
even though when the need for the social network is low, a strong 
competence base may still drive for the use of the social network. Long 
experience perhaps just indicates that the need for the use of the social 
network is low in the context of low uncertainty. (See Figure 13). 

An alternative interpretation is that entrepreneurs with limited experiences 
compensate for their lack of experiences via use of the social network in 
line with the results in Volume One. For instance, in both Alpha and in 
Delta, the entrepreneurs used the social network to compensate for their 
own lack of experiences. On the contrary, in Gamma where the 
entrepreneurs had long experiences the need for use of the social network 
was low. (See Figure 13). 

5.6.12 Entrepreneur’s Tolerance for Ambiguity - Discussion. 

The entrepreneurs having a high tolerance for ambiguity appear to be 
concerned with acquiring competence internally, or to extend the firms’ 
competence bases via use of the social network variant, to hire, or to use 
the market mode variant, to buy. These entrepreneurs appear to aim for 
absorbing the competence either via use of an internal acquisition mode or 
use of the social network variant, to hire, thereby expanding the firms’ 
competence bases, or to access the competence temporarily via the 
market, in line with how Covin and Slevin (1989) reason. Perhaps the 
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perceived low uncertainty level makes it easier to predict future 
competence needs, and therefore allows for distinct lines of actions 
between either absorbing (to hire) or accessing (to buy). The drive for a 
structured use of mixed modes emphasized by an entrepreneur with a high 
tolerance for ambiguity is in line with what could be expected. It appears 
reasonable that the entrepreneurs with a high tolerance for ambiguity act 
in a structured way when acquiring competence. At the same time, the 
entrepreneurs with a low tolerance for ambiguity appear to avoid 
acquiring competence altogether, perhaps due to the fact that any actions 
are associated with risks, and the opposite to taking actions is taking no 
actions at all. (See Figure 13). 

The use of the market mode, to buy, emphasized by entrepreneurs with a 
high tolerance for ambiguity, may be expected to be a favourable mode to 
use when it is clear that the competence needed is not beneficial for the 
firm to incorporate in its own competence base. Perhaps there are 
situations when it is not even possible to educate and train the firm’s own 
competence base, or to do so is considered too costly, or the short spot 
duration of the competence need makes is unreasonable to use an 
absorbing mode. (See Figure 13). 

There appears to be a tension between the combined level of experiences 
and the level of tolerance for ambiguity, as they work in opposite 
directions regarding the use of the social network variant, to hire. The 
tension between the sub-variables, the entrepreneur’s experiences and the 
entrepreneur’s tolerance for ambiguity, appears when an experienced 
entrepreneur with a high tolerance for ambiguity is at hand. Perhaps a 
similar reasoning as the one proposed regarding the tension between the 
entrepreneur’s experiences and the competence base can be applied for 
this tension. Expressed differently, an experienced entrepreneur may have 
little need for using the social network, while the entrepreneur’s 
personality characteristics may still drive for strengthening the firm by 
using the social network. Consequently, a less experienced entrepreneur 
with a high tolerance for ambiguity could benefit from using the social 
network to hire new employees in order to expand the firm. (See Figure 
13).

Despite what appears to be the central role of the sub-variables of the 
entrepreneur in the use of competence acquisition modes in a context of 
low uncertainty, the sub-variables of the entrepreneur do not show visible 
direct relations with competitive advantages. This pinpoints that having 
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tolerance for ambiguity appears not to be rewarding when the context is 
characterized by low uncertainty. In addition, one reason why long 
experience does not influence competitive advantages might be that the 
collected experiences do not provide an advantage (or disadvantage) 
compared to an inexperienced entrepreneur when the context is 
characterized by low uncertainty. Expressed differently, experience is of 
no consequence for competitive advantages when there is low uncertainty. 

5.7 The Model in a Context of High Uncertainty. 

5.7.1 Competence Acquisition Modes – Results. 

In a context characterized by high uncertainty, only the use of the internal 
mode shows a visible relation with competitive advantages. The 
coefficient is small in this relation (b .017; p<.01). (See Figure 14). 

5.7.2 Competence Base – Results. 

The competence base has visible relations with two of the five variants of 
modes in a context of high uncertainty. One relation is with the internal 
mode (b 2.027; p<.001), and the other relation is with the market mode 
variant, to hire (b .900; p<.05). The relation with the use of the internal 
mode has a very large coefficient. The relation with the use of the market 
mode variant, to hire, has quite a large coefficient. In addition, the 
competence base has a direct relation with competitive advantages in a 
context of high uncertainty. The coefficient is small (b .139; p<.01). (See 
Figure 14). 

5.7.3 Business Concept – Results. 

The business concept has a visible relation with one of the five variants of 
modes in a context of high uncertainty, which is with the market mode 
variant, to hire (b .922; p<.05). The coefficient is large in this relation. In 
addition, the business concept also shows a visible direct relation with 
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competitive advantages (b .155; p<.001). The coefficient is small in this 
relation. (See Figure 14). 

5.7.4 Entrepreneur’s Education – Results. 

The sub-variable, the entrepreneur’s education, has no visible relation 
with any variant of mode, or with competitive advantages. (See Figure 
14).

5.7.5 Entrepreneur’s Experiences – Results. 

The sub-variable, the entrepreneur’s experience, has two negative 
relations and one positive to the use of variants of modes in a context of 
high uncertainty. The negative relations are with the use of the internal 
mode (b -.778; p<.05) and with the use of the social network variant, to 
hire (b -.850; p<.05). Both these relations have quite large coefficients. 
The positive relation is with the use of the market mode variant, to buy (b
.859; p<.05). This relation has quite a large coefficient. (See Figure 14). 

5.7.6 Entrepreneur’s Tolerance for Ambiguity – Results. 

The sub-variable, the entrepreneur’s tolerance for ambiguity, has two 
visible relations with the use of variants of modes in a context of high 
uncertainty. More specifically, the entrepreneur’s tolerance for ambiguity 
relates to the use of the internal mode (b .868; p<.05), and the use of the 
social network variant, to hire (b 1.183; p<.001). Both relations have large 
coefficients. (See Figure 14). 
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Figure 14. Testing of research model in a context of high uncertainty. 

An arrow between two of the boxes indicates a relation. Dotted lines refer to 
negative coefficients. The mark * provides details of the significance level of 
the relation *= p<.05; **=p<.01; ***=p<.001. Unstandardized values are 
used. The coefficient, the b, at the arrows indicates the strength of the 
relationship.
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5.7.7 Competence Acquisition Modes- Discussion. 

In a context of high uncertainty, an internal mode is the only mode that 
relates to competitive advantages, which is a relation visible in all model 
tests. Perhaps one of the difficulties in a context characterized by high 
uncertainty is the issue of ambiguous readability of future competence 
needs, and ambiguity in how to solve those needs in a productive manner. 
Acquiring external competence with clear visions of future outcomes 
might therefore be difficult in this type of context, which could be one 
reason why only the use of one variant of mode indicates a relation with 
competitive advantages. This result is in contrast with how Kelly and Rice 
(2001) and Tidd and Trewhella (1997) argue. They argue that in a context 
of rapid technological change, in line with a context of high uncertainty, 
few firms can afford to maintain internal expertise in every potentially 
relevant area. They also argue that using external acquisition modes means 
a provision of “windows” on emerging or rapidly advancing areas. Also, 
Covin and Slevin (1989) imply that in hostile environments, in line with 
high uncertainty, firms might benefit from acting on accessing competence 
by extensive use of external modes. Accordingly, it is proposed that in an 
environmental context of high uncertainty, use of external modes with the 
intent of accessing competence instead of absorbing competence may be 
beneficial. However, the results in Chapter 4.6 show the opposite, namely 
that firms with strong competitive advantages use absorbing modes (the 
internal mode and the market mode variant, to hire) to a greater extent 
compared to firms with weak competitive advantages.

Afuah (2000) might offer some insight into these results. He warns about 
the risks associated with relying on a cooperative partner, which is in line 
with using modes for accessing competence externally. He reason that it 
may be  ambiguous to focus on accessing competence when facing a 
technological change, which may result in that the competences accessed 
becoming obsolete or in the in worst case a handicap to the firm. His 
reasoning is in line with the results in this model test. 
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5.7.8 Competence Base- Discussion. 

In a context of high uncertainty, a strong competence base appears to 
influence the social network variant, to hire. Accordingly, a strong 
competence base works for becoming even stronger by internalizing 
additional competence. A strong competence base also appears to have a 
direct effect on competitive advantages in a context of high uncertainty, 
which is visible in all model tests. Accordingly, the results are in line with 
how Tidd and Trewhella (1997) reason, since they state that a strong 
favorable reputation may enhance chances of high firm performance. (See 
Figure 14). 

5.7.9 Business Concept- Discussion. 

In a context of high uncertainty, a challenging business concept appears to 
drive for absorbing competence from the market. This might be a way of 
gaining control over the competence, and at the same time make use of 
“weak ties”, as Granovetter (1973) calls them, in order to make certain 
that a wide spectrum of competence is gathered within the boundaries of 
the firm. This could be referred to as a coping strategy, where the high 
uncertainty level in the context makes it beneficial for a firm to keep their 
“tentacles” far out from the firm in order to enhance the chances of 
sensing both when changes are at hand and where the changes are leading. 
(Cf. Tidd and Trewhella, 1997; Kelly and Rice, 2001). (See Figure 14). 

At the same time, absorbing modes offers the potential of taking control 
over whatever the “tentacles” catch on to. It seems natural that a 
challenging business concept in a context of high uncertainty would work 
in line with the results discussed above, since all parts of the business 
concept are considered important for the firm’s competitiveness. In 
addition, as a highly uncertain context could suddenly cause a change in 
one part of the business concept, the firm needs the ability to adjust fast. 
Having the competence internally may allow of fast adjustments to the 
new situation. Thereby, these firms appear to be aware of the risks pointed 
out by Afuah (2000). 
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There is an indication of a tension between how a challenging business 
concept and a strong competence base drive for the use of competence 
acquisition modes in a context of high uncertainty. A strong competence 
base drives for the use of an internal mode, while a challenging business 
concept drives for the use of external modes. However, both a strong 
competence base and a challenging business concept both work in line 
with the intent of absorbing competence, which indicates that they work 
in similar directions, and which thus reduces the tension between the 
factors. (See Figure 14). 

5.7.10 Entrepreneur’s Education - Discussion. 

The entrepreneur’s education appears to be of no consequence for actions 
in competence acquisition or in competitive advantages when the 
uncertainty level in the context is high. The lack of visible relations in all 
model tests suggests that Dyke et al (1992) might be right when putting 
forward the increasing scepticism of using education as an explanatory 
factor for actions taken in a firm. (Cf. Section 5.1.10).  

5.7.11 Entrepreneur’s Experiences- Discussion. 

An experienced entrepreneur appears to work for the use of the market 
mode variant, to buy, in line with accessing competence, and at the same 
time work for avoiding the use of modes resulting in competence being 
absorbed in line with how Covin and Slevin argue. Perhaps the 
experiences have taught the entrepreneur to maintain high levels of 
flexibility when the perceived level of environmental uncertainty is high. 
(See Figure 14). 

5.7.12 Entrepreneur’s Tolerance for Ambiguity - Discussion. 

On the other hand, entrepreneurs having a high tolerance for ambiguity 
appear to take actions to expand the firm’s competence base by acquiring 
internally and hiring via the social network in line with absorbing 
competence. This combination of personality characteristics and 
competence acquisition actions tends to be rewarding. There are 
indications that in a context of high uncertainty, entrepreneurs with a high 
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tolerance for ambiguity may profit from actions in absorbing competence 
as there seems to be a direct relation between tolerance for ambiguity and 
competitive advantages. (See Figure 14). 

The tension between an entrepreneur’s experiences and her/his high 
tolerance for ambiguity might cause some obstacles when choosing which 
intent to emphasize in the use of modes, to access or to absorb. Perhaps 
the experienced entrepreneurs do realise the opportunities that forgo 
them, but choose to let the opportunities pass them by even though they 
are aware that absorbing might be rewarding for those who are willing not 
to “play it safe”. The results are in line with the conclusions drawn by 
Westerberg (1999). He concludes that small firms are managed differently 
in a context of high uncertainty ranging from doing nothing (or rather 
doing everything as if nothing had happened in the environment) to 
making substantial changes to better fit the changing context. He reasons 
that, in contexts characterized by turbulence, similar to what is here 
referred to as high uncertainty, entrepreneurs having a high tolerance for 
ambiguity might find it easier to plan, since these entrepreneurs may be 
better at taking advantage of opportunities that arise instead of being 
overwhelmed by uncertainty.  

On the other hand, Westerberg says, entrepreneurs with a low tolerance 
for ambiguity are more likely to view planning as a “shot in the dark” in 
highly uncertain contexts. Westerberg concludes that the entrepreneur 
may be the person who makes or breaks the firm. In a highly uncertain 
environment the entrepreneur must at least allow of changes to happen in 
the firm, and most likely the entrepreneurs need to initiate and promote 
actions towards change for anything to happen. Westerberg recognizes 
that change, as such, is not a guarantee for success. However, the lack of 
change seems to be a choice more certainly leading to poor firm 
performance in highly uncertain contexts. (See Figure 14). 

In addition, in a context of high uncertainty, an entrepreneur with a high 
tolerance for ambiguity relates directly to competitive advantages. Thus, it 
appears that highly uncertain contexts require entrepreneurs with a high 
tolerance for ambiguity in order to achieve competitive advantages, which 
seems natural. For instance, a low tolerance for ambiguity is put forward 
by Kelly and Rice (2001) as an obstacle in contexts characterized by high 
uncertainty. A highly uncertain context seems to require that the firm use 
external modes in order to stay informed about environmental changes, 
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which they suggest a low tolerance for ambiguity works against. (See 
Figure 14). 

Taken together, the results in this model test imply that a strong 
competence base and an entrepreneur with a high tolerance for ambiguity 
and a challenging business concept emphasize the use of modes with the 
intent of absorbing competence. Only the entrepreneurs’ experiences 
seem to work for accessing competence, since experiences drive for the 
use of the market mode variant, to buy and at the same time work for 
avoiding the absorption of competence. Accordingly, this model test 
implies that an absorbing acquisition strategy tends to be beneficial in a 
context of high uncertainty, which is in contrast to what was suggested by 
Covin and Slevin (1989). However, the result on absorbing competence is 
in line with Afuah’s (2000) warnings.  

5.8 Comparisons Between High and Low Uncertainty. 

A strong competence base seems to have a direct effect on competitive 
advantages in both a context of high uncertainty and a context of low 
uncertainty, which in fact is a visible relation apparent in all five model 
tests. This indicates that the strength of the competence base matters for 
competitive advantages regardless of the uncertainty level of the context 
(or the complexity level). Still, there seems to be a tendency of a shift in 
how the competence base works toward a drive for the use of modes, 
which offers more tightly held competence in a context of high 
uncertainty compared to a context of low uncertainty. A strong 
competence base appears to have visible relations with both an internal 
acquisition mode and the social network variant, to hire, in the context of 
high uncertainty. In the context of low uncertainty, a strong competence 
base appears to have relations with the two variants of a social network 
mode. Accordingly, a strong competence base appears to drive for 
tightening the boundaries for competence acquisition actions so as to be 
handled in closer control of the firm in contexts of high uncertainty 
compared to contexts of low uncertainty. This result is in contrast to what 
was suggested in the literature (Covin and Slevin, 1989; Tidd and 
Trewhella, 1997; Kelly and Rice, 2001). This is in line with how Covin 
and Slevin reason. They suggest quite the opposite, namely that in a 
context of low uncertainty, more extensive use of an internal mode and 
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the use of such variants of modes that result in competence being absorbed 
could be expected when compared to a context of high uncertainty. 
However, the results might still be natural, since a context characterized 
by low uncertainty might allow of “wider turns in actions” in terms of 
solving competence needs.  

In addition, it could be expected that in a context of high uncertainty 
more efforts be invested in the use of competence acquisition modes 
compared to when there is low uncertainty. This is based on the argument 
that a rapidly changing environment is characterized by a great risk for 
competence becoming obsolete, and continuing adding new competences 
is thus important. There are indications of a level difference between a 
context of high uncertainty and low uncertainty regarding average use of 
modes. However, the levels are quite similar which is why the expected 
reasoning cannot be clearly supported by the results in Chapter 4.5 and 
4.6.

Overall, the inheritance factors appear to influence more variants of modes 
in a context of high uncertainty compared to a context of low uncertainty. 
One point of difference between the contexts of high and low uncertainty 
is the number of the total relations being visible. In the context of low 
uncertainty, fewer relations (8) are visible compared to the context of high 
uncertainty (11). This difference may be viewed as an indication of the 
level of watchfulness of the firms. In contexts of high uncertainty, the 
firms may need to stay on their “toes” and be prepared for changes. On 
the other hand, in contexts of low uncertainty, there is a lesser need for 
alertness, as it is easier to foresee environmental changes. It has been 
suggested that using external modes means provision of “windows” on 
emerging or rapidly advancing areas (Sanchez et al, 1996; Tidd and 
Trewhella, 1997; Moreau, 2000; Durand and Quelin, 2000), which makes 
the line of thought regarding “watchfulness” appear reasonable. This result 
may further be viewed in the light of the results presented by Berglund 
and Blomquist (1999, p. 228 ff). They conclude that firms acting in a 
simple and stable environment (cf. low uncertainty) invest small efforts in 
competence acquisition compared to firms acting in a complex and 
dynamic environment (cf. high uncertainty). In fact, Berglund and 
Blomquist link the characteristic of the environment with the focus of 
competence building or competence leveraging by suggesting that a 
simple environment involves mainly preservation of competence, relating 
to competence leveraging, while a complex and dynamic environment 
involves mainly renewal of competence in line with competence building.
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A challenging business concept appears to have a direct effect on 
competitive advantages in both types of uncertainty contexts. However, 
only in the context of high uncertainty does a challenging business 
concept seem to have an impact on any variant of modes. In fact, a 
challenging business concept appears to have a relation with the market 
mode variant, to hire, in a context of high uncertainty. Accordingly, in a 
context of high uncertainty, firms with a challenging business concept 
seem to promote the use of a market mode to expand their own 
competence base, in line with keeping the firm’s “tentacles” active, as 
suggested by Covin and Slevin (1989).  

The use of an internal acquisition mode appears to be of some importance 
for competitive advantages in both uncertainty contexts, as in all model 
tests. On the other hand, there are no visible direct effects of the other 
variants of modes on competitive advantages in either of the uncertainty 
contexts. This implies that regardless of the uncertainty level of the 
context, the use of external modes does not per se lead to any 
consequences for the firm’s competitive advantages. This unexpected 
result was addressed in a previous model test in this Chapter (see Section 
5.1.7 and 5.5, see also Chapter 4.5 and 4.6) in the context of complexity. 
(Although the results in the different contingency contexts can be 
discussed in similar ways, complexity is not the same as uncertainty). 
However, Sections 4.5 and 4.6 do point out that differences in the level of 
use between firms with strong competitive advantages and firms with 
weak competitive advantages concern not only internal but also external 
modes. So, the use of external modes might be viewed as supporting 
activities.

In a context of high uncertainty, the entrepreneur’s tolerance for 
ambiguity seems to have a direct effect on competitive advantages, which 
is not visible in the context of low uncertainty. It seems natural that a high 
tolerance for ambiguity should have a direct relation with competitive 
advantages in a context of high uncertainty. The underlying reasoning 
may be that the nature of the context requires the entrepreneur to have a 
high tolerance for ambiguity in order also to experience the comfort level 
needed for pursuing competence acquisition action. An entrepreneur with 
a low tolerance for ambiguity might be “handicapped” by the high 
uncertainty level in a context. The fact that the level of tolerance for 
ambiguity lacks direct consequence for competitive advantages in a 
context of low uncertainty might perhaps be due to the context itself 
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allowing of a certain comfort level for entrepreneurs regardless of the level 
of tolerance for ambiguity. The idea that the low level of uncertainty 
allows for a broader sense of comfort in an entrepreneur’s actions suggests 
that a context of low uncertainty does not require the entrepreneur to be 
tolerant for ambiguity in order to affect the firm’s competitive advantages. 
(See Figure 13 and 14). 

In addition, it seems that entrepreneurs with a high tolerance for 
ambiguity use more variants of modes in comparison with entrepreneurs 
with a low tolerance for ambiguity in a context of low uncertainty (3 
variants of modes) compared to a context of high uncertainty (2 variants of 
modes) (see Figure 13 and 14). In other words, this suggests that in a 
context of low uncertainty an entrepreneur with a high tolerance for 
ambiguity will use a more widespread arena of modes in a structured way 
compared to entrepreneurs with a high tolerance for ambiguity in a 
context of high uncertainty. Perhaps a low level of uncertainty allows of 
being more structured in actions compared to a context of high 
uncertainty because the future can be more easily foreseen in contexts of 
low uncertainty as opposed to those of high uncertainty. Drawing upon 
this, for entrepreneurs with a high tolerance for ambiguity, acting in a 
structured way appears rewarding in a context of high uncertainty. 
Perhaps there are restrictions on how structured acquisitions can be in 
contexts of high uncertainty, as the characteristics of the context itself call 
for flexibility, which might be limited by too structured actions. More 
structured actions are possible when the uncertainty level is low, but the 
reward in terms of competitive advantages for having a high tolerance for 
ambiguity is not visible in a context of low uncertainty. Expressed 
differently, a context of low uncertainty causes an entrepreneur with a 
high tolerance for ambiguity allow himself or herself to take wider turns in 
actions, though having a high tolerance for ambiguity in a context of low 
uncertainty does not appear to produce competitive advantages. Drawing 
upon this it might be argued that entrepreneurs with a high tolerance for 
ambiguity will become “over-comfortable” in when the uncertainty level 
is low and act out in several ways, but the pay-off from these actions is 
unclear.

These results are somewhat in line with a conclusion made by Westerberg 
(1996). He suggests that a high tolerance for ambiguity is positive in 
uncertain environments, while a high tolerance for ambiguity seems 
negative in stable environments. He reasons that persons with a high 
tolerance for ambiguity might take too many risks in a stable environment 
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when the rewarding actions may be to “play it safe”, as he puts it. Still, it 
needs to be noted that in a context of low uncertainty, high tolerance for 
ambiguity matters for the use of the market mode variant, to buy, which 
does not appear in a context of high uncertainty. Consequently, 
entrepreneurs with a high tolerance for ambiguity do access competence 
in contexts of low uncertainty in a structured way, which is different from 
entrepreneurs with a low tolerance for ambiguity (this difference is not 
visible in a context of high uncertainty). The results in Chapter 4.5 
indicate that the use of such accessing modes is apparently not rewarding 
in terms of competitive advantages in a context of low uncertainty. 
Instead, the use of modes with the intent of absorbing competence 
distinguishes firms with strong competitive advantages from those firms 
with weak competitive advantages in a context of low uncertainty.  

When addressing the use of competence acquisition modes in the two 
types of uncertainty contexts, it becomes clear that the pattern, referred to 
as the Pecking order idea (Myers, 1984; Winborg, 1997) is repeated in 
both uncertainty contexts (Cf. Chapter 4.5 and 4.6). Thus, it appears that 
firms tend to use competence acquisition modes in a particular manner, 
but with some regard to the uncertainty level in the context. There is an 
indication of a frequency level difference in the use of the two variants of 
social network mode, as there tends to be a slightly greater use in a 
context of high uncertainty compared to the use in a context of low 
uncertainty. These tendencies indicate that the uncertainty level in the 
context works as a contingency aspect on the use of a social network 
mode.

5.9 Summary of Chapter 5. 

What appears to be valid in all five model tests is the importance of the 
strength of the competence base for understanding how competence is 
acquired. Also, all five model tests show that a strong competence base 
relates to competitive advantages, and that the use of an internal 
competence acquisition mode relates to competitive advantages. The 
model tests in this chapter indicate that firms stretch their business arenas 
through acquiring competence by using external modes. However, the use 
of external modes rarely shows visible effects on the firms’ competitive 
advantages. The absence of visible effects indicates that the stretch, despite 
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the fact that it involves competence acquisition, does not involve those 
competencies that are directly related to a firm’s competitive core. The 
nature of the stretch could rather be referred to as support activities for the 
internal acquisitions and the firm’s competence base, which both appear to 
relate to competitive advantages. Accordingly, these results support 
Penrose’s statement. The resources of the firm appear first and foremost to 
matter for competitive advantages. 

The suggestions made in section 2.5.1 regarding the competence base and 
the use of competence acquisition modes can be discussed in the light of 
the results from the model tests made in the present chapter. The 
suggestion that a strong competence base leads to more competence 
investments by using more modes is supported, while the opposite 
suggestion, meaning that a weak competence base leads to more 
competence investments, does not receive support from these results. The 
following suggestions that a strong competence base would mean that 
internal modes are favoured or that a strong competence base leads to 
more extensive use of external modes are not clearly supported by the 
model tests. The results appear to provide a more complex picture 
regarding the use of modes and relations with a strong competence base. 
The opposite suggestions, that a weak competence base would mean that 
internal modes are favoured or that a weak competence base would mean 
that external modes are favoured, are more clear as none of the suggestions 
are supported. The results suggest that a weak competence base shows no 
sign of any structure in the use of competence acquisition modes. 
Accordingly, a weak competence base does not seem to lead to a 
particular focus on the use of modes.   

A challenging business concept seems to push for competitive advantages 
while a non-challenging business concept, as such, does not drive for 
competitive advantages. This relation is apparent in four of five model tests 
(not in high complexity). A challenging business concept drives for more 
acquisitions, either for the use of an internal mode or for absorbing 
external competence. Taken together, it seems fair to say that a 
challenging business concept works in line with the intent of absorbing 
more competence.   

The entrepreneur’s experiences appear, in many contexts, to show 
negative relations. This means that the more experienced an entrepreneur 
is, the less the entrepreneur uses a particular mode. In fact, the only mode 
with which the entrepreneur’s experiences show a positive relation is with 
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the market mode variant, to buy, in a context of high uncertainty. All the 
other visible relations appear to be negative. Accordingly, the 
inexperienced entrepreneur holds more options open of modes to use. 
Perhaps Tidd and Trewhella’s (1997) reasoning can offer some insights 
into this result. They state that an experienced entrepreneur will have a 
greater level of comfort in how to deal with competence acquisition. This 
is why the experienced entrepreneur holds fewer options open by using a 
narrow range of modes. Instead, the experience entrepreneur will acquire 
competence in a stable manner by using fewer variants of modes compared 
to an inexperienced entrepreneur. This is in line with how Bowman and 
Hurry (1993) argue, as they suggest that people seek to keep options open 
in situations that involve an unforeseeable future. Keeping options open is 
in line with the use of a wide variety of modes. In addition, the results in 
Volume One also indicate that less experience leads to a use of a wider 
range of competence acquisition modes.

Both Souitaris (2002) and Reuber and Fischer (1997) suggest that 
experience is accompanied by the potential to use more of the social 
network variants. However, the results in these model tests do not imply 
use of this potential. In fact, the results suggest that the actual use is the 
opposite; the more experience, the less use of the social network modes. 
Accordingly, the actual use of the social network variants appears to 
decrease with increased experience. Increased experience, leading to 
increased comfort level, might decrease the need for using the social 
network. But quite logically, the opportunities to use the social network 
mode might still increase with increased experience.

The suggestion that long experienced and highly educated entrepreneurs 
would use an internal acquisition mode to a greater extent could not be 
supported by the results in these model tests. Further, the results from 
these model tests do not show visible support for what Souitaris (2002) 
and Dyke et al (1992) found, namely that experience relates directly to 
better firm performance. Education appears to be the factor that shows the 
fewest (one) visible relations with any modes, and has no direct relation 
with competitive advantages. This result is in line with how Tidd et al
(2001) and Dyke et al (1992) argue.   

The results regarding the entrepreneur’s tolerance for ambiguity appear, to 
some extent, to be more complex than what was suggested in the frame of 
references. Generally, the results show that entrepreneurs with a high 
tolerance for ambiguity use more variants of modes compared to 
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entrepreneurs with a low tolerance for ambiguity, which was expected. 
This result is also in line with the suggestion that an entrepreneur with a 
low tolerance for ambiguity has a lower use of external modes. In 
addition, the results indicate that entrepreneurs with a high tolerance for 
ambiguity do relate directly and positively to competitive advantages, 
which is suggested in the frame of references. However, the assumption 
that entrepreneurs with a low tolerance for ambiguity would prefer the 
use of an internal mode cannot be supported by the results as such a visible 
relation cannot be found.

It is also interesting to note that the model fit measures indicate that the 
model appears to fit best in the contexts characterized by high complexity 
and high uncertainty. Perhaps the unreadability of such contexts make 
structured use of competence acquisition modes more necessary and 
obvious in terms of competitive advantages. 
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A window of opportunity? * 

* An old cowshed in Piteå,  
winter of 2006. 
Photo: Malin Malmström. 

                        6.
Strategic Management 
of Competence 
acquisition Modes and 
Competitive

      Advantages.
 This final Chapter focuses on 
discussing the results and reflecting upon the study in terms of theoretical and 
practical contributions of this study and the entire thesis. The discussion is 
focused around the research questions in order to bring this thesis to an end. 
In addition, limitations of the study are discussed and suggestions for future 
research are proposed. 

6.1 Actions in Competence Acquisitions- Implications for 
Theory.

As a reminder, the research questions are repeated. The overall research 
problems of the entire study are: How do small firms acquire the competence 
needed for competitive advantages? What important factors can explain how small 
firms acquire competence? How are actions in competence acquisition and such 
factors related to competitive advantages? (see Section 1.4).  

The specific research questions for Volume Two are: 

To what extent do small firms acquire competence?

How do small firms with strong competitive advantages acquire competence 
compared to small firms with weak competitive advantages? 

What important factors influence competence acquisition in small firms?  

To what extent do important factors and competence acquisition influence 
competitive advantages in small firms?
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The focus in Chapter 4 was to answer the first and the second question, 
while Chapter 5 dealt especially with the third and fourth question. In 
both Chapters, conclusions are made, but the present Chapter will attempt 
to bring out the essence of those conclusions and extend the discussion on 
those conclusions.

6.1.1  Patterns in Actions of Competence Acquisition. 

The most frequently used type of competence acquisition mode, regardless 
of the type of competence being acquired, is an internal mode. The 
second most frequently used type of mode is a social network mode. The 
least used type of mode is a market mode. This particular order of using 
modes may be associated with the “Pecking order idea”, launched by 
Myers57 in 1984. According to this idea, managers have a specific order of 
preference (pecking order) and rank their options of action accordingly. 
This idea concerns financial options but has a strong resemblance with the 
results presented in this study, as the ranking is considered with level of 
control as the guiding principle.58 The manager’s perceived risk of losing 
control drives the preferences that make the idea of “Pecking order” 
(Holmes and Kent, 1991), and this drive corresponds to the results 
presented above and in Chapter 4.  

Winborg (1998, 2000) extends the idea of “Pecking order” to interpret 
small firms’ actions to handle situations generally characterized by a 
scarcity of resources, and he found a comparable pattern of preferences in 
actions. (Cf. also Malmström, Ersson and Westerberg, 1999). This has 
proved not to be just a Swedish phenomenon, but a pattern of behaviour 
that has proved valid in studies made in USA (Scherr, Sugure and Ward, 
1993), and Australia (Holmes and Kent, 1991) where small firms also 
follow a Pecking order. Myers argues that the information asymmetry 
between the external parties and the owner(s) and management of the firm 
leads to that external financing being expansive compared to using internal 
means, not unlike the situation of choosing an approach to competence 
acquisition.
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It appears reasonable to conclude that in knowledge-intensive small firms, 
risks present themselves in a more obvious manner when “borrowing” 
competence in comparison with firms that enhance their capacity by 
borrowing physical machines and such. Accordingly, the empirical 
evidence from both Volume One and Volume Two provides an insight 
into a “Pecking order” of small firms’ acquisition actions, which was not 
previously emphasized by the competence-based view, nor expected to be 
pronounced to the extent evident in this study.

One important conclusion that can be drawn from this discussion is that 
actions taken in small firms follow what may be called a logic of control. 
This logic of control appears to be particularly important when activities 
closely connected to business secrets are at hand, since such secrets could 
be stolen, copied, imitated, or substituted (Barney, 1991). This is not only 
a pattern of actions restricted to acquisition of competence, as it also 
appears to be present in other resource areas. In fact, acquisitions of 
important resources appear to be handled in accordance with the “Pecking 
order idea”. It seems reasonable to conclude that this way of organizing 
actions in acquisition is a general action pattern when important issues for 
the firm’s competitiveness and independence are at hand.

In addition, Tidd et al (2001) point out that small firms appear to make less 
frequent use of outside sources of knowledge than larger firms do. This is 
in line with the results presented in Chapter 4, as the use of external 
modes seems to be quite limited. The firms might need to use external 
competence modes, but they are, in general, bad at using such modes, in 
line with results presented by Wincent (2006). Tidd et al (2001, p. 105 ff.) 
argue that the low use of external modes is a reflection of the small firms’ 
limited capacity to absorb outside knowledge. In contrast, others (see e.g. 
Storey, 1994) argue that the small firms’ characteristic scarcity or lack of 
resources forces them to make use of outside resources as a coping 
strategy. Winborg’s (1999) and Kelly and Rice’s (2001) arguments go 
further suggesting that small firms actually choose to make use of external 
resources instead of internalizing them. In this perspective, external 
acquisition would not be a matter of last option, but rather the first hand 
choice.

In addition, a high level of use of an internal mode appears to indicate that 
it is an important mode to use for creating competitive advantages. 
However, a low use of an external mode cannot be dismissed as less 
important. For instance, it was pointed out in Volume One that despite a 
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low use of an external mode at certain points in time, the use of an 
external mode proved to be of crucial importance for the future strength 
in competitive advantages.

It has been argued that one important reason for networking is the 
provision of access to others’ resources (see e.g. Winborg, 2000; Wincent, 
2006). Since small firms generally are characterized by limited resources, 
and frequently a lack of resources, it could be expected that networking 
would be used on a more frequent basis as a way of handling such 
resource needs. However, this statement might need to be revised, 
because the social network appears not to be used when the firm’s 
strategically important resources are at hand. Such competitive important 
resources might not be possible to treat in an optional way (see Volume 
One, e.g. Chapter 5, Table 20) since replacing or substituting with other 
firms’ resources might challenge the very core of the firm. This line of 
thought is in line with the results from the model tests in Chapter 5, 
which indicate that only the use of an internal mode and in exceptional 
cases the use of the social network variant, to hire, relate to effects in 
competitive advantages. 

Accordingly, this study supports the general idea in the resource-based 
view, which emphasizes the act of competing on resources currently 
under the control of the firm. On the other hand, one area of 
improvement regarding the resourced-based view is the integration of the 
acquisition approach, as the resourced-based view has a tendency of 
ignoring the fact that the rent producing capacity of resources will decay. 
By focusing on how firms acquire and build their resource repertoire, one 
step is taken towards incorporating the acquisition approach. Such an 
attempt is made in this study, which is one contribution to the 
development of the resource-based view.  

Based on the model tests in Chapter 5, it appears fair to conclude that 
acquiring competence in a structured way appears to lead to competitive 
advantages. This is one approach to addressing how development of 
competence acquisition strategies can contribute to competitive 
advantages, which was one part of the specific purposes of the present 
Volume. Also, firms with strong competitive advantages appear to 
generally take more actions in competence acquisition compared to firms 
with weak competitive advantages by using both internal and external 
competence acquisition modes to a greater extent (see Chapter 4). This 
supports the idea that more use of modes can be beneficial to the firm.
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6.1.2 Contingency and Use Competence Acquisition Modes. 

Despite the obvious support for the “Pecking order idea”, some nuances 
were found that modify the picture of how competence is acquired in 
different contexts. These nuances point to the presence of contingency 
aspects of how competence is acquired. Chapter 5 (and Chapter 4 to some 
extent) made such contingency aspects possible to discern. The model 
tested in four different contingency contexts shows variants of relations in 
the model, which as such indicates that the use of modes has various 
drivers and various outcomes from the use of competence acquisition 
modes in various contexts. Further, the model tests in Chapter 5 imply 
that the model appears to work better in a context of high complexity and 
in a context of high uncertainty.59 Accordingly, structured actions in 
competence acquisition seem to matter more in highly uncertain or highly 
complex contexts. A clear acquisition strategy appears to make more 
difference in such contexts.  

The entrepreneur appears to be an important explanatory factor, 
specifically in highly uncertain and/or highly complex contexts, where the 
entrepreneur’s management by “gut-feeling” is perhaps the only viable 
map for actions in competence acquisition to rely on. In addition, the 
entrepreneur’s experiences seem to be an important explanatory factor for 
how competence is acquired, especially so when the context is either 
highly complex or highly uncertain. It appears that the more experienced 
the entrepreneur is, the stronger the drive is for avoiding the use of a wide 
range of modes. However, the entrepreneur’s education appears to be a 
factor that proves not to be important for explaining actions in 
competence acquisition and effects in competitive advantages.

Factors that also prove to be of importance for explaining actions in 
competence acquisition and effects on competitive advantages are the 
firm’s competence base and its business concept. The competence base 
appears to work as a more important force for competence acquisition in a 
context of low complexity compared to high complexity. Still, in all 
contexts the competence base is an important explanatory factor for 
competence acquisition and competitive advantages. Firms with a strong 
competence base and a challenging business concept appear to act in a 
structured way, in line with a proactive approach, when acquiring 
competence unlike firms with a weak competence base and a non-
challenging business concept (see Chapter 5). Entering a proactive path (in 
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line with what Miles and Snow, 1978, and Simons, 1987; 1990, call the 
Prospector) or a reactive path (in line with what Miles and Snow, 1978, 
and Simons, 1987; 1990, call the Reactor) may be a long-term 
commitment, as argued by Choen and Levinthal (1990). They reason that 
reactive and proactive firm behaviour remains fairly stable over time. The 
line of thought presented here is similar to how Choen and Levinthal 
(1990) argue. They suggest that firms with higher levels of capacity to 
absorb competence tend to be more proactive, which is similar to the 
firms with a strong competence base with a challenging business concept 
pushing and navigating in competence acquisition. Choen and Levinthal 
state that a modest capacity to absorb competence tends to be reactive, 
similar to a weak competence base and a non-challenging business 
concept.

Taken together, the empirical evidence supports the reasoning that the 
important factors included in this study (expect for the entrepreneur’s 
education) influence actions in competence acquisition and that the extent 
to which they influence each variant of mode varies in different 
contingency contexts (see Chapter 4 and 5). Also, the empirical evidence 
indicates that the important factors have direct effects on competitive 
advantages, which could be expected since prior studies have pointed out 
that the characteristics of the entrepreneur matter for firm performance 
(see e.g. Westerberg, 1996), the competence base (not only the 
competence acquisition modes) works for firm development to take place 
in line with competitive advantages (see e.g. Souitaris, 2002), and the 
business concept is expected to be the guide for how the firm creates 
competitive advantages (see e.g. Normann, 1985).  

6.1.3 Time, Trust and Competence Acquisition. 

Patterns in actions such as the competence acquisition pattern addressed in 
section 6.1.1 are associated with how Mintzberg (1978) defines strategy, 
which is also in line with Porter’s conception. In Volume One, the two 
aspects of time and trust were brought out as important results when 
acquisition mode is chosen. By adding the results in Volume Two it 
appears that the aspects may have various influences on the actions taken. 
By using the kind of acquisition strategy referred to above, (the Pecking 
order) it seems fair to draw the conclusion that matters of trust appear to 
be of significance in the use of modes. Perhaps matters of trust might be, 
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to some extent, more important than matters of time (in this particular 
respect) when small firms take actions to acquire competence. The overall 
model test also indicates that the use of modes in order to absorb 
competence that offers tight control is also rewarding in terms of 
competitive advantages (see Section 5.1). Such use of modes is in line with 
an emphasis on the trust aspect. Still, it appears fair to draw the conclusion 
that the power of the two aspects varies in terms of influence on the 
actions in competence acquisition. For instance, when it is urgent, the 
time aspect might outpower the trust aspect. Otherwise, it seems that the 
trust aspect could, to some extent, outpower the aspect of time when 
competence acquisition mode is chosen. The influence of the two aspects 
also seems to vary depending on the contingency variables.  

In a context of low complexity, firms with strong competitive advantages 
appear to use fast modes and use modes to access external competence 
temporarily more exclusively compared to firms with strong competitive 
advantages in a context of high complexity. (Cf. Sections 4.3 and 4.4). 
This difference seems natural, since in a context of low complexity, time 
can be crucial for a firm’s competitiveness, because the nature of the 
context means low barriers to imitation. Accordingly, it appears as if the 
most fast “running” firms stand the best chance of creating and sustaining 
competitive advantages, in line with using modes for fast access to external 
competence in a context of low complexity. This reasoning is in line with 
what has been argued in the literature, where it has been stated that 
whatever the type of competitive advantage, the advantage is time 
dependent (Barney, 1991; Collis and Montgomery, 1995; Von Krogh, 
1995; Shane and Venkataraman, 2000). This means that the competitive 
advantage builds on the firm staying on top regarding competence and 
that the duration of the competitive advantage depends on the 
surrounding firms’ abilities to keep up with their combinations of 
competencies. This is in line with how Shane and Venkataraman (2000) 
discuss the duration of competitive advantage. They reason that the 
competitive advantages are favored by the delay until others recognize the 
information that the advantage builds on. They argue that the delay is 
based on the inability of others (due to various isolating mechanisms) to 
imitate, substitute, trade for or acquire the rare resource required to drive 
the surplus down. Such a delay is by definition short in a context of low 
complexity, which indicates the importance of the time aspect.  



174

On the other hand, barriers to imitation are by definition possible to 
maintain in a context of high complexity, and Chapter 4.4 indicates that 
in a context of high complexity, modes for absorbing external competence 
are used more extensively by firms with strong competitive advantages 
compared to firms with weak competitive advantages. That firms focus on 
the use of modes for absorbing external competence in a context of high 
complexity was also implied in Chapter 5.1 and 5.4. The use of absorbing 
modes is in line with effects over the long-term, which offers better 
potential for guarding against imitation compared to a focus on accessing 
external competence. In addition, absorbing competence in line with a 
long-term focus is perhaps important when the context is difficult to 
understand, since it takes time to learn about the specific issues of the firm. 
Consequently, the time aspect seems to be important when the degree of 
complexity in the context is high, but appears to drive for a long-term 
focus instead of fast short-term solutions. Although it has been pointed out 
above that time seems to be an aspect that distinguishes which use of 
modes appears to be rewarding in terms of competitive advantages (to 
access or to absorb) in contexts of varying degrees of complexity, the trust 
aspect may also be important. 

The first model test (see Section 5.1) showed that the social network, used 
for absorbing competence, relates to competitive advantages. The market 
mode to absorb competence did not show a visible relation to competitive 
advantages. Trust60 may be the aspect that distinguishes the differences in 
effects from the two types of modes. In both the contexts of low 
complexity and high complexity the use of an internal mode and of the 
social network variants appears to be rewarding in terms of competitive 
advantages, which suggests that the use of “trustworthy” modes is 
important in both contexts (see sections 4.3 and 4.4). This is in line with 
how Tidd et al (2001) reason. They suggest that not only does the choice 
to use a social network mode come from what is needed and that the firm 
needs what is offered. But also, there ought to be sufficient prior relations 
to encourage trust. Mutual trust is clearly, they say, a significant factor 
when faced with the potential opportunistic behaviour of the partners. 
Trust has been defined as assured reliance on the character, ability, 
strength, or truth of someone or something (See Aldrich and Fiol, 1994). 
In other words, trust in another party’s ability to carry out something. The 
recommendations from the social network are probably perceived as 
trustworthy (see Volume One), and the social network can help to secure 
that the “right” competence is absorbed for creating effects on the firm’s 
competitive advantages. Accordingly, trust appears to matter for effects 



175

stemming from the competence acquired. This reasoning is similar to how 
trust is discussed in the literature.

Turning to the other contingency variable, the environmental uncertainty, 
time appears to be of importance because modes for absorbing 
competence are used in a way that seems to support competitive 
advantages. Hence, suggesting that in both a context of low uncertainty 
and a context of high uncertainty, the use of modes in line with a long-
term focus is rewarding in terms of competitive advantages (see Section. 
4.5 and 4.6). Thus, fast short-term solutions appear not to be beneficial for 
competitive advantages in any of the uncertainty contexts. A possible 
consequence of accessing competence instead of absorbing competence is 
that the firm becomes more vulnerable because of the dependence on 
others’ competence, and the loss of the access may be damaging to the 
firm. By absorbing competence such dependence on other firms can be 
avoided. In addition, the risk for knowledge spillover is more limited 
when competence is absorbed, and thus internalized in the firm and not 
temporarily accessed. This builds on the line of thought that accessed 
external competence represents a risk for spreading insights to competitors 
that were gathered during the temporary period of access.  

The trust aspect appears to be of varying consequence to the use of modes 
between the contexts of low uncertainty and high uncertainty. In a highly 
uncertain context it appears beneficial to forego the trust issues and use the 
market to absorb competence. Thereby, the firm can help itself to handle 
the high uncertainty level because keeping its “tentacles” far out from the 
firm increases its chances for sensing changes in the contexts. Firms in 
contexts of low uncertainty do not need to concern themselves with 
sensing changes to the same extent as firms in contexts of high 
uncertainty. This might be the reason why using the social network to 
absorb competence, thereby acknowledging the trust aspect, is rewarding 
for competitive advantages in contexts of low uncertainty. (See Chapter 
4.5 and 4.6). 

Time seems to be an aspect affecting the competence acquisition 
phenomenon on several levels. Some acquisitions result in use at the point 
in time when they are acquired, while other acquisitions are related to a 
delay from being acquired to being used. Further, the time to get the 
acquired competence into “pipeline” might vary. (See Volume One). 
Acquiring competence that overlaps the firm’s existing competence means 
by definition that the competence acquired will result in competence 
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leveraging, as Sanchez et al (1996) call it. In such a situation the 
competence acquired may be expected to provide the firm with results 
more rapidly, compared to when an entirely new competence is acquired. 
Competence previously unattached to the firm results in competence 
building by definition (Sanchez et al, 1996; Volume One). As a 
consequence, a direct effect from an action in competence acquisition is 
either competence leveraging or competence building. Accordingly, the 
existing competence base seems to affect the time for converting acquired 
competence into viable effects in the firm’s products. Drawing upon this, 
there might be a delay until the acquisition results in some form of 
development outcome. The underlying reasoning is that the acquired 
competence has to be put to practice before it can support the firm’s 
development.

6.2 Capabilities and Competence Acquisition.  

Deeds (1996, 1998) and Tidd et al (2001) argue that the rapid pace of 
technological change means that firms are increasingly being forced to use 
combinations of internal acquisition modes and external acquisition 
modes. The emphasis, they say, is increasingly on cooperation and on 
working with outside sources61. These firms are being forced to learn new 
skills to ensure effective cooperation. Such skills can be referred to 
capabilities. The above reasoning pinpoints that small firms are in need for 
acting on a more competitive aware level for creating and sustaining their 
competitive advantages. However, small firms in this study do not 
generally seem to work in line with this way of thinking. (See Chapter 4 
and 5). 

The framework presented by Tidd et al (2001), which they call “the 
distribution of innovation capability”, may offer some insight into the 
straggling results and the non-perfect model fit measures in the present 
study. They identify four ideal types of firms on a continum ranging from 
no awareness of how to change, and no awareness of need to change to 
full awareness of how to change, and full awareness of need to change. 
According to this framework, only one type of firms out of four types 
both fully realizes the need for change and is capable to change (referred 
to as “type 4” firms in the framework). These firms may be viewed as 
having the capabilities to realize that there is a need for acquiring 
competence and to identify the need of competence, and know how to 
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acquire competence to fill that need. Drawing upon this framework, it can 
be expected that many small firms are situated between the two extremes 
on the continume. This may indicate that many small firms are either 
unaware of their competence needs, or lack the ability to solve those 
needs (since they are not aware of how to go about handling those needs), 
or a combination of both. If this framework is to some extent viable, it 
could bring some insight to the amount of noise in the analyses in the 
present study.

For instance, in Chapter 5 it was found that a weak competence base 
indicates that no modes are used or modes are used in an unstructured 
way. In addition, a non-challenging business concept appears to have 
weak or no linkages to the use of modes. These two results can be 
compared with firms in the lower end of the continum (refered to as 
“type 1” and “type 2” firms in the framework), who lack awareness of 
what or how to change, or have some awareness of the need to change 
but do not know how to change or where to get the resources needed. 
On the other hand, firms with a strong competence base use many variants 
of modes in a structured way, in line with firms in the upper end of the 
continum, who are either aware of the need to change and know how to 
change and have some ability to acquire the resources needed (“type 3” 
firms in the framework) or are aware of the need to change and know 
how to change and are capable of acquiring the resources needed (“type 
4” firms in the framework).

Drawing upon the reasoning above, two paths can be discerned which 
small firms can take. One is characterized as the virtuous path, and the 
other as the vicious path. Taking the virtuous path means that by creating 
and sustaining a strong competence base, the firm holds the capabilities to 
scan the environment and identify competence needs, and is aware of how 
to fill those needs and can use the challenging business concept as a guide 
for actions resulting in structured actions. This is in line with Tidd et al 
(2001), who point out that the capability to manage networks may itself 
be a source of competitive advantage; if the firm can build up a network 
of external resources complementary to its own, this may be just as 
effective as having all the resources internally. However, a key part of this 
capability is to know which elements to outsource and which to retain 
internally. When a firm takes the virtuous path, and continues to act on its 
abilities in a careful manner, it is likely to find a path for building and 
sustaining competitive advantages.
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On the other hand, firms holding a weak competence base and having a 
non-challenging business concept appear to be characterized by an absence 
of a plan for actions in competence acquisition. It seems reasonable to 
assume that these firms take few proactive actions in competence 
acquisition. As a consequence, these firms risk becoming paralysed due to 
the inability to recognize future competence needs or respond to arising 
situations in a parrying manner in a more or less ad hoc way. In time, 
these firms risk losing their competitive advantages.  

Accordingly, it appears fair to anticipate that firms in the lower end of the 
continum (“type 1” and “type 2” firms in the framework) would apply a 
so-called follower strategy, using, possibly at best, a reactive approach to 
competence acquisition. On the other hand, firms in the upper end of the 
continum (“type 3” and “type 4” firms in the framework) could be 
expected to act with a more aware competence acquisition plan, in line 
with a proactive approach to competence acquisition. Expressed 
differently, the “type 3” and “type 4” firms have the capability to acquire 
competence in a structured and competitive manner. The latter firm 
categories’ approach to competence acquisition actions seems to be similar 
to what Miles and Snow (1978) and Simons (1987; 1990) call the 
Prospector strategy. It could be expected that such proactive firms also 
consider all parts of the business concept as important for the firms’ 
competitiveness, and thus are likely to possess a challenging business 
concept. In the perspective of this framework, the current results could 
seem to make more sense. 

This reasoning on strong versus weak competence base and challenging 
versus non-challenging business concept can be viewed as an attempt to 
address an issue often neglected by the resource-based view and the 
competence-based view. This issue is a tendency observed by 
Montgomery (1995), which he argues hinders the fulfillment of the 
promise of the resource-based view; the focus on “good” resources, while 
ignoring the “bad” and “boring”. This observation is in line with West 
and DeCastro (2001) who make an important point regarding competence 
level when addressing what both the resource-based view and the 
competence-based view disregard in the achievement of competitive 
advantage. They refer to resource weaknesses and distinctive inadequacies. 
Accounting for weaknesses and inadequacies exposes important choice-sets 
confronting entrepreneurs in making competence acquisitions and a time-
related dimension in developing competitive advantage. These weaknesses 
and inadequacies may be compared with having too low or wrong level in 
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the firm’s competence base for handling normal situations. As a way of 
handling such weaknesses, Tidd and Trewhella (1997) argue that the most 
commonly cited reasons for acquiring competence externally are 
constraints on internal resources like competence, but also increasing 
diversity of competence and the benefits from it. However, internal 
constraints may also cause difficulties when trying to acquire competence 
externally. This study highlights some aspects of the observations referred 
to above by discussing both the consequences of having either a strong or 
a weak competence base (see e.g. Chapter 5).  

6.3 Limitations of the Study. 

A response rate of around 30 percent as in this study is not in line with the 
statistical dream scenario. Consequently, the study has a rather large non-
response rate to deal with. However, the actual response rate is a 
reasonable response rate to expect in these types of studies. In order to 
handle the fact that two thirds of the sample did not respond, non-
response analysis was carried out, in which no significant differences of 
relevance for the results from this study were found (see Chapter 3 for 
details). Still, it is a fact that we cannot know how the non-response firms 
act regarding competence acquisition, which is a limitation of this study.

The few and weak relations between used modes and competitive 
advantages raises the question of whether we should bother with the 
discussion on the use of acquisition modes at all. If the use of modes does 
not appear to provide the major influence on competitive advantages that 
was expected, does this make the subject obsolete? I do not think so. First, 
this model is tested on an aggregated level where the different competence 
types are treated jointly. Instead, by analyzing the competence types 
separately, a more in-depth and perhaps less blurred picture of the use of 
modes and outcome might be provided. However, such a sophisticated 
test of each competence type would not only turn the five types of modes 
into fifteen62, but the number of independent variables would triple63 as 
well, and the complexity of the model would increase to a level where it 
would be difficult to interpret and comprehend the results, and they 
would thus not serve the purpose a model is meant for64.
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Another line of thought regarding the lack of visible relations between 
competence acquisition modes and competitive advantages is the length of 
the period of time that was used in this study. Perhaps a period of three 
years is a too short a period for effects of competence acquisitions to 
become visible in terms of competitive advantages. Perhaps the integration 
of competence into the firm’s production, products and services needs to 
be viewed in a longer perspective, so that the effects of the actions during 
the past three years have to be interpreted a few years forward when the 
competence has had a more reasonable chance of being incorporated into 
the productions, products and services. It is possible for future research, to 
make a follow-up of these results. It needs to be acknowledged that firm 
actions are not all about short perspectives and quick results, but about 
making the firm viable in the long run. Accordingly, the time period used 
may be one reason for the lack of visible relations between used 
competence acquisition modes and competitive advantages in this study. 
Still, the choice to use a three-year period in the present study is not 
unreasonable. At the same time, the present thesis consists of two volumes 
that combine both depth and width, and such a combination is 
acknowledged as an advantageous approach to conducting research and 
advancing our knowledge.  

In addition, variables could be chosen differently and be focused on a 
different level, which might be of consequence for how the model works. 
Variables can be separated into other categories than those used in this 
study. For instance, the competence areas, production, product 
development and marketing, could be divided differently, and 
consequently, addressed in different ways. The acquisition of competence 
could be size dependent, where larger or smaller competence items could 
be acquired depending on the costs related to the acquisition. One 
possible consequence of other choices of studying variables might be a 
provision of a refined picture of the phenomenon of competence 
acquisition, and opportunities to verify the results in this thesis. The 
explicit relations with competitive advantages provide some indications on 
contingency aspects of the use of modes resulting in differences in the 
Pecking order between the contingency contexts. Several explanations 
may be of consequence for the outcome of the model tests made in 
Chapter 5. For instance, the firms which are present in the network or 
what firms a specific firm cooperates with.  
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6.4 Implications for Conducting Research on 
Competence.

For future research, this study suggests that in order to frame a firm’s 
competence base, working with a firm’s reputation in order to understand 
its competence level instead of trying to frame the competence level of a 
firm via underlying items, is possibly an alternative way of grasping how 
well a firm works in terms of what it produces and how it performs. The 
concept of reputation of the firm’s competence base may have some 
advantages compared to the use of underlying concepts such as the 
education level and experience level of the employees. This is not to say 
that measuring a firm’s reputation is without measurement problems, but 
it might be a viable alternative for measuring the competence base. In my 
opinion, there is a need to develop research measurement tools for how to 
grasp the essence of “productive” competence. The alternative approach 
that takes the view of the reputation of the firm’s competence base used 
here is one attempt to develop such a measurement tool.

With this study, the statement made by Bogner and Thomas (1996, p. 
115) is challenged. They argue that given that the competence-based view 
illuminates the uniqueness of each firm and the constant evolution of skill-
based competition, the use of research methodologies based on statistical 
analysis may be impossible. Conducting a mixed approach consisting of 
both depth and width, as done in this study, might be necessary when the 
“picture” studied demonstrates such high levels of complexity. Hopefully, 
one contribution of this study is new implications in the area of measuring 
competence acquisition modes for conducting statistical analysis. On the 
one hand, in how to separate between modes65 and the intent66 with the 
mode, and on the other hand, by not only measuring acquired 
competence, but also measuring acquisition of “productive” competence. 
My suggestion is to focus future studies regarding competence acquisition 
on a lower aggregation level, perhaps by drilling deeper into each of the 
factor groups and the relationships with the use of competence acquisition 
modes.

In this study, there is a movement from the individual level where the 
entrepreneur is in focus, up to the firm level focusing on the firm’s 
business concept, competence base, and competitive advantages, and the 
highest level of analysis is the firm’s surrounding environment. However, 
the main focus in on the firm level (Low and Macmillan, 1988)67.
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Chandler and Lyon (2001) found that using multi-level analysis is not 
common in recent entrepreneurship studies, and consequently using a 
multi-level approach in the present study may be seen as a contribution to 
the area of entrepreneurship research. Accordingly, there is a need for 
using multi-level analysis in future research on competence acquisition. In 
addition, this study does not single out and focus on one competence area, 
which is often done in resent research. Instead, by incorporating all three 
strategic areas: product development, production and marketing, a more 
holistic approach to how firms create and sustain competitive advantages is 
taken, which is also the reality in the business world. A more holistic 
approach may facilitate for research to be applied in the business world, 
and it may also increase our potential understanding of the business 
context.  

In the present study, a contingency model also makes up the overall 
agenda in line with both the strategy literature and the entrepreneurship 
literature, which both have illustrated the importance of contingency 
approaches through the use of multivariate methods in order to 
understand entrepreneurial processes (Lyon et al, 2000). Chandler and 
Lyon (2001) further argue that it has been noticed that entrepreneurship is 
a dynamic and complex field, and given the complexity of the issues faced, 
contingency models may be suitable to use. In line with how they argue, I 
also emphasize the use of contingency models in future research.

There seem to be contingency aspects that have not been included in this 
study, and such aspects may be of consequence to competence acquisition 
actions. Accordingly, it seems fair to argue for future research to approach 
contingency aspects not included in this study for further refinement of 
our understanding of competence acquisition. Such an aspect that may be 
fruitful to include is the character of the competence need. It is not 
reasonable for small firms to internalize all competence, especially 
competence which are needed for short-term purposes.  

Competence overlap is one example of a contingency aspect that may be 
of consequence to the use of modes. When developing a new product, a 
firm may already have the competences needed for it, or it may acquire 
these competences. Choen and Levinthal (1990) maintain that the firm’s 
ability to recognize external competence has important effects on the 
innovative performance of the firm, which is also dependent on the firm’s 
ability to transfer the competence across and within parts of the firm. 
Choen and Levinthal (1990) further argue that to be able to communicate 
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efficiently and effectively within the firm, an overlap in competence 
between parts of the firm (and individuals) is required. Consequently, for a 
diverse competence base to work efficiently and effectively, the firm has to 
have some overlap between its parts, which indicates a need for internal 
competence overlap. (See Choen and Levinthal, 1990.)  

The overlap argument is also valid for the use of external competence 
acquisition modes, as the ability to recognize and act on opportunities 
appears to depend on the firm possessing overlapping competence with 
the external competence being acquired. Accordingly, a lack of 
competence overlap might cause an expectation gap between what is 
actually acquired and what was expected to be received from the 
acquisition. This gap is suggested to appear particularly when the 
familiarity with the competence area is low. This provides reasons to 
believe that the rate of failure in acquisition may be expected to be greater 
when there is a lack of competence overlap, or a too small overlap. In 
addition, when the familiarity with the competence is low, the risk of 
acquiring the wrong competence is greater, and hence the rate of failure, 
in terms of the degree of success degree stemming from the used 
acquisition mode, may be expected to increase when there is a lack of 
competence overlap. 

6.5 Implications for Practice. 

Just as small firm managers can engage in financial planning, they could 
benefit from engaging in competence planning and making conscious 
choices for how to develop the firm. Whilst individuals may differ in 
terms of their preferred creative style, there is strong evidence to support 
the view that everyone has a latent capability for creative problem solving. 
Expressed in the context of competence acquisition, everyone can learn to 
apply a competence acquisition plan, since everyone has the potential to 
embrace knowledge and use it (Landström, 1999). It seems that those 
firms that do not have such a plan could miss out on good opportunities, 
as they appear to acquire, more or less by chance, in a reactive way. There 
are indications of opportunities for firms to develop their use of 
acquisition modes in a more diverse way and still receive productive 
competence, as the levels of perceived satisfaction with the outcome from 
using a mode are less varied compared with the frequency of use of a 
mode.
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Few firms use a competence perspective on a conscious level when 
addressing growth issues. Still, a major part of the matters concerning 
running a business are characterized by competence acquisition issues. The 
following points are suggestions for managers on how to make use of the 
present research: 

1. The model developed and tested in the present study can be used as 
a tool for making activities in competence acquisition visible, and 
thereby the actions for how competence is acquired could be made 
clear.

2. By making the competence acquisition actions conscious, the firm 
can use the model for analysing how competence acquisition is 
handled and more clearly relate effects from those actions.  

3. Such an analysis could provide the managers with a base for future 
decisions on how to acquire competence, and strategies could be 
developed for how competence should be acquired in order to fit 
the firm’s unique features.

4. Development of such strategies may provide clarity for managers in 
competence acquisition actions aiming for the firms’ and the 
entrepreneurs’ goals.

5. The character of the situation facing the firm could also be 
incorporated into the analysis. Based on the fact that the features 
and situations facing a firm vary, there is no one right way to handle 
competence acquisition. 

Is this yet another recipe for “how to gain success” as discussed in Chapter 
One? I beg to argue that there is a difference.  First, the model explicitly 
pinpoints that each firm is unique in its own way, which is why no one 
specific combination of competence acquisition modes leads to firm 
success. Hence this states the obvious: no one general recipe for success (or 
failure) exists. However, the model as such, can be applied in a general 
manner in order to discern possible plans for actions designed according to 
each firm’s uniqueness. Second, the implications provided here do not as 
such suggest that another reorganization of the firm, resulting in a new 
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organizational structure, is the solution that will provide a way toward 
success. Instead of focusing on reorganizing the firm, the implications are 
focused on firm actions, which I argue differ from each other in an 
important way. The former concerns a change from one state to another, 
while the latter concerns continual changes through a new behavioural set 
of actions. Still, the firm might need to clear out, remove or rebuild the 
structure within its own organization in order to enter a new behavioural 
set of actions. This is why the organizational form cannot be disregarded. 
However, the emphasis when shaping the (new) organizational from is on 
starting to choose the shape based on the firm’s internal conditions, not to 
be blinded by other firms’ organizational success. Accordingly, actions are 
oriented towards a continual striving for shaping a new path, a new 
context and thus a new future for the firm. 

The manager of a firm is not the only one who could use the strategic tool 
that the research model is, but also the firm’s members on the board of 
directors could also benefit from using it for drawing a strategic map for 
future actions. I would like to encourage such a use, especially in stages 
where the firm’s long-term perspective is at hand, but also in short-term 
cases as a guide in actions.

Another potential interest group for using the model could be investors 
and other financiers.  

1. Financiers could use the model when examining business plans and 
other prospects for deciding on investment and loans. The model 
could provide insight into planned activities for future competence 
acquisition, and could thereby provide indications for future 
competitive advantages, profitability, and growth potential.  

2. Consequently, financiers could take a stand on the firm’s plans in 
the context of its business concept and competence base, and on the 
entrepreneur himself or herself. A likely consequence of using the 
model in such decisions is more accuracy in judging the potential of 
business plans or other prospects. 
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6.6 Implications for Policy Makers. 

On an international level, Sweden as a country is known to be research 
intensive, thus a knowledge intensive country. However, the low 
application level of the research outcomes from the extensive research 
programs is also known. A low application level of research outcome in 
the country could be one reason for the low rate of new businesses in 
Sweden, and consequently for the lack of transformation of research results 
into viable competitive advantages on the international market. The gap 
between the country’s actual knowledge level and the level of 
international competitiveness is important to address for the future 
development of the competitive advantages of Sweden as a country. 

Historically, applications of research and development have changed the 
main work tasks in our society and we are yet to face another transition in 
our main work tasks. Looking in the rear mirror, we can recall the 
transformation that the development and application of machines resulted 
in. Machines resulted in automation of the framers’ work tasks in the 
countryside, and simultaneously provided new work tasks in the factories. 
Later on, the development and application of computers led to an 
automation of the work tasks in the factories, and instead new work tasks 
were provided in the offices.

In recent years the development and application of the information 
technology has automatized the work tasks in the offices and now 
provides new work tasks on the markets. Accordingly, it could be argued 
that making use of the country’s knowledge base on an international level 
today means becoming more market oriented and working for more 
emphasis on a profit perspective. Taking on these issues on the market is 
perhaps the greatest challenge in Sweden because being sales and profit 
oriented is by many still perceived as having a bad ring to it. Our culture 
regards technical development as noble tasks, since the end result is meant 
to improve our quality of life. However, our culture does not consider it 
noble having a drive for profits. Perhaps the model developed and tested 
in the present study could facilitate this transition, as the model emphasizes 
the interrelations between market activities and technology development 
and organizational issues. One aspect cannot be addressed successfully 
without taking the others into account.  
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In a more global market, there is a growing need for “running” faster than 
other firms in order to succeed. As of now it is not enough to be fast 
runners in the technology development area, because the market activities 
are of equal importance for reaching competitive advantages. Tendencies 
of growing uncertainty and complexity characterize many areas of the 
environment facing the firms, and in order to cope in a fast spinning and 
rapidly changing business world, firms may benefit from acting proactively 
in a structured way with clear action plans. Painting the canvas of the 
future using a wide range of colors on the palette increases the chances of 
better end result. Such a range of colors can be achieved by organizing for 
competence through using acquisition modes in a structured way. The 
model developed in this study could work as one tool for providing the 
means for developing such plans for actions also on a national level.

By making entrepreneurial actions visible, and consequently developing 
our understanding of small firms, research on competence acquisition 
could be used by policy makers. Using the model for directing and 
stimulating specific issues in the business world is suggested to facilitate a 
higher application level of the research being done in Sweden. Thus, the 
following suggestions are made in order for policy makers to make use of 
the present research outcome. 

This study contributes with a platform that could be used in the 
future when issues regarding subsiding growth are at hand. The 
model could be used to create a more in-depth understanding of 
how firm growth can be achieved in different firms. In fact, by 
understanding firms’ actions patterns in competence acquisition 
(Pecking order), and firms’ competence needs, policy makers can 
facilitate for firms to find a way into a virtuous path, which means 
to create a strong competence base and develop a challenging 
business concept.

Support programs could be designed and developed in close contact 
with the reality facing the small firms. For instance, the model could 
be used for directed support actions, for instance, to stimulate a 
specific competence need in a specific industry.
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Where do we go from here? 

* A winter day in Piteå. 
Photo: Kurt Malmström. 

The model might be incorporated as part of the education for 
starting own businesses and as a part in entrepreneurship education 
in secondary school in order to encourage (new) entrepreneurs to 
learn at an early stage about planning for competence acquisition. 

The model could specifically be used in contexts characterized by 
high uncertainty or high complexity. 
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6.7 Endnotes Belonging to Chapter 6. 

                                                          
57 Myers’ reasoning about a Pecking order, which guides managers´ financial 
preferences means in its essence that internal financing is preferred to external 
financing, and debt financing from banks preferred to equity provided by new owners. 
58 Ranking according to the Pecking order: (1) internally generated equity, (2) debts, 
and (3) external equity provided by a new owner. 
59 See e.g. the model fit measures for such implications. 
60 Trust may exist at the personal and organizational levels (see e.g. Winborg, 2000), 
and attempts have been made to distinguish different levels, qualities and sources of 
trust. Formal structures can be the base for trust, in other words institutional based 
trust. Trust can also be based on network ties such as personal and family. In addition, 
trust can be based on reputation for the competencies of the firm. See e.g. Hoecht and 
Trott (1999).
61 Like for instance, with universities, research institutes or other firms. 
62 3 competence types * 5 variants of modes. 
63 3 competence types * 5 factor parts.  
64 To simplify the reality into a simple but comprehensive interpretation of the reality 
as so we as humans can try to understand the world a bit better. 
65 Internal mode, social network mode, and market mode.  
66 To absorb or access competence. 
67 Low and Macmillan (1988) bring forward the importance of the specification of the 
level of analysis. Common levels of analysis used are; individual, group/team, 
project/innovation, firm, industry, and macro-environment. 



190



191

References. 

Afuah, A. (2000). How much do your Co-opetitors’ Capabilities matters 
in the Face of Technological Change? Strategic Management Journal. Vol. 
21, pp. 387-404.

Ahrens, T. (1992). Tillväxtföretagets drivkrafter. [Driving forces of growing 
firms]. Almqvist & Wiksell. Malmö. First edition.

Alpar, P., Spitzer, D. (1989). Response behaviors of entrepreneurs in a 
mail survey. Entrepreneurship Theory and Practice. Vol. 14, No. 2, pp. 31-44. 

Aldrich, H. E., Fiol, C. M. (1994). Fools rush in? The Institutional 
Context of Industry Creation. Academy of Management Review. Vol. 19, 
No. 4, pp 645- 671.

Amit, R., Schoemaker, P.J.H. (1993). Strategic Assets and Organizational 
Rent. Strategic Management Journal. Vol. 14, pp. 33-46. 

Ansoff, H. (1988). Corporate Strategy. Chapter 6, Penguin. 

Atuahene-Gima, K. (1992). Inward technological licensing as an alterative 
to internal R&D in new product development: a conceptual framework. 
Journal of Product Innovation Management. Vol. 9, no 2, pp 156-167.

Autio, E. (2005). Global Entrepreneurship Monitor: High-Expectation 
Entrepreneurship, a GEM report, Babson. 

Awuah, G.B. (2001). A firm’s competence development through its 
network of exchange relationships.  Journal of Business & Industrial 
Marketing. Vol. 16, no. 7, pp. 574-599. 

Bandura, A. (1997). Self-Efficacy – The Exercise of Control. USA, New 
York.

Barney, J. (1991). Firm Resources and Sustained Competitive Advantage, 
Journal of Management, Vol. 17, No. 1, pp.99-120. 

Bentler, P.M. (1990). Comparative fit indexes in structural models. 
Psychological Bulletin. No.107, pp. 238–246.



192

Bentler, P.M., Bonett, D.G. (1980). Significance tests and goodness of fit 
in the analysis of covariance structures. Psychological Bulletin. No. 88, pp. 
588–606.)

Bergmann Lichtenstein, B.M., Brush, C.G. (2001). How do “Resource 
Bundles” Develop and Change in New Ventures? A Dynamic Model and 
Longitudinal Exploration. Entrepreneurship Theory and Practice. Spring, pp. 
37-58.

Berglund, Å., Blomquist, A., (1999). Från affärskompetens till affärsutveckling 
i småföretag. En studie kring processerna bakom kompetensutveckling och 
affärsutveckling bland småföretag i olika affärsmiljöer. [Competence 
Development in Small Firms]. Dissertation number 1999:5. Stockholm 
university School of Business, Sweden.  

Bergström, I., Lumsden, M. (1993). Ekonomisystem i mindre företag 
[Accounting information systems in small companies], Doctoral thesis/ 
Luleå university of technology ISSN:0348-8373; 124D. 

Bijmolt, T.H.A., Zwart, P.S. (1994). The Impact of Internal Factors on 
the Export Success of Dutch Small and Medium-sized Firms. Journal of 
Small Business Management. April, pp. 69-83. 

Bogner, W.C., Thomas, H., McGee, J. (1999). Competence and 
Competitive Advantage: Towards a Dynamic Model. British Journal of 
Management. Vol. 10, pp. 275-290. 

Bogner, W.C., Thomas, H. (1996). From Skills to Competences: The 
“Play-out” of Resource Bundles across Firms. In Dynamics of Competence-
Based Competition, Chapter 5. Edited by Sanchez, R., Heene, A., Thomas, 
H.

Bollen, K.A. (1989). A new incremental fit index for general structural 
equation models. Sociological Methods and Research. No. 17, pp. 303–316.

Bowman, E. H., Hurry, D. (1993). Strategy through the Option Lens: An 
Integrated View of Resource Investments and the Incremental-Choice 
Process. Academy of Management Review. Vol. 18, No. 4, pp 760-782. 



193

Browne, M.W. & Mels, G. (1992). RAMONA User’s Guide. The Ohio 
State University, Columbus, OH. 

Browne, M.W., Cudeck, R. (1993). Alternative ways of assessing model 
fit. In Bollen, K.A. & Long, J.S. [Eds.] Testing structural equation models.
Newbury Park, CA: Sage, 136–162. 

Burrell, G., Morgan, G. (1979). Sociological Paradigms and Organizational 
Analysis. London. Heinemann Educational Books.

Byrne, B.M. (2001). Structural Equation Modeling with AMOS – Basic 
Concepts. Applications and Programming. New Jersey. Lawrence Erlbaum 
Associates, Publishers.

Byrne, B.M. (1989). A primer of LISREL: Basic applications and programming 
for confirmatory factor analytic models. New York: Springer-Verlag., p. 55. 

Campbell, D.J. (1988). Task Complexity: A Review and Analysis. 
Academy of Management Review. Vol. 13, No. 1, pp. 40-52. 

Carmines, E.G., McIver, J.P. (1981). Analyzing models with unobserved 
variables. In Bohrnstedt, G.W. & Borgatta, E.F. [Eds.] Social measurement: 
Current issues. Beverly Hills: Sage., page 80.

Carroll, J. (1967). A note on departmental autonomy and innovation in 
medical school. Journal of Business. Vol. 40, pp 531-534.

Carter, C.F., Williams, B.R. (1957). Industry and Technical Progress: Factors 
Governing the Speed of Application in Science. London: Oxford University 
Press.

Chakraborty, K. (1997). Sustained Competitive Advantage: A Resource-
based Framework. ACR. Vol. 5, No. 1, pp.32-63. 

Chandler, G. N., Lyon, D.W. (2001). Issues of Research Design and 
Construct Measurements in Entrepreneurship Research: The Past Decade. 
Entrepreneurship: Theory & Practice. (Summer), pp. 101-113. 

Chandler, G. N., Hanks, S. (1998). An Examination of the Substitutability 
of Founders Human and Financial Capital in Emerging Business Ventures. 
Journal of Business Venturing. Vol. 13, pp. 353-369. 



194

Chandler, G. N., Hanks, S. (1994). Founder Competence, the 
Environment and Venture Performance. Entrepreneurship: Theory and 
Practice. Vol. 18, No. 3, pp. 77-89. 

Chaudhuri, S., Tabrizi, B. (1999). Capturing the Real Value in High-tech 
Acquisitions. Harvard Business Review. Vol. 77, No. 5, pp. 123-130.

Chiesa, V., Coughlan, P. (1994). Developing and Testing Benchmarking 
and Self-assessment Frameworks in Manufacturing. International Journal of 
Operations & Production Management. Vol. 14, No. 3, pp. 83-94. 

Chiesa, V., Coughlan, P. Voss, C.S. (1996). Development of a technical 
innovation audit. Journal of Marketing. Vol. 43, pp. 93-103.

Child, J. (1972). Organizational Structure, Environment, and 
Performance: The Role of Strategic Choice. Sociology. Vol. 6, pp. 2-22. 

Choen, W.M., Levinthal, D.A. (1990). Absorptive Capacity: A New 
Perspective on Learning and Innovation. Administrative Science Quarterly.
Vol. 35, pp. 128-152 

Collis, D.J., Montgomery, C.A. (1995). Competing on Resources 
Strategy in the 1990s. Harvard Business Review. July-August, pp. 118-128. 

Collis, D.J. (1991). A Resource-based Analysis of Global Competition: 
The Case of the Bearings Industry. Strategic Management Journal. Vol. 12, 
pp. 49-86. 

Cooper, R. G. (1979.) The dimensions of industrial new product success 
and failure. Journal of Marketing. Vol. 43, pp. 93-103 

Cooper, R. G. (1984). The strategy performance link in product 
innovation. R & D Management. Vol. 14, No. 4, pp. 247-259.

Cooper, R., Kleinschmidt E. (1990). New Products: The key factors in success.
American Marketing Association, Chicago. 



195

Cooper, A.C., Woo, C.Y., Dunkelberg, W.C. (1989). Entrepreneurship 
and the Initial Size of Firms. Journal of Business Venturing. Vol. 4, pp. 317-
332

Cooper, A.C., Gimeno-Gascon, F.J., Woo, C. (1994). Initial Human and 
Financial Capital as Predictors of New Venture Performance. Journal of 
Business Venturing. Vol. 9, pp. 371-395. 

Covin, J.G., Slevin, D.P.  (1989). Strategic management of small firms in 
hostile and benign environments. Strategic Management Journal. Vol. 10, 
January, pp. 75-87. 

Daft, R., Sormunen, J., Parks, D. (1988). Chief Executive Scanning, 
Environmental Characteristics, and Company Performance: An Empirical 
Study. Strategic Management Journal. Vol. 9, pp. 123-129. 

Danneels, E. (2002). The Dynamics of Product Innovation and Firm 
Competences. Strategic Management Journal. Vol. 23, pp. 1095-1121.  

Davidsson, P. (1989). Continued Entrepreneurship and Small Firm Growth.
Stockholm: Stockholm School of Economics.     

Day, G.S., Wensley, R. (1998). Assessing Advantage: A Framework for 
Diagnosing Competitive Superiority. Journal of Marketing. Vol. 52, pp. 1-
20.

Dermer, J. (1973). Cognitive Characteristics and Perceived Impact of 
Information. Accounting Review. July.

Deeds, D.L., Hill, C.W.L. (1998). An Examination of Opportunistic 
Action within Research Alliances: Evidence from the Biotechnology 
Industry. Journal of Business Venturing. Vol. 14, pp. 141-163. 

Dierickx, L., Cool, K. (1989). Asset Stock Accumulation and 
Sustainability of Competitive Advantage. Management Science. Vol. 35, No. 
12, pp.1504-1513. 

Dyke, L.S., Fischer, E.M., Reuber, A.R. (1992). An Inter-Industry 
Examination of the Impact of Owner Experience on Firm Performance. 
Journal of Small Business Management. October, pp. 72-87. 



196

Easton, G., Araujo, L. (1996.) Characterizing Organizational 
Competneces: An Industrial Networks Approach. Chapter 9 in Dynamics 
of Competence-Based Competition. Edited by Sanchez, R., Heene, A., 
Thomas, H.

Ettlie, J., Bridgs, W.P., O’Keefe, R.D. (1984). Organization Strategy and 
Structural Differences for Radical versus Incremental Innovation. 
Management Science. Vol. 30, No. 6, pp. 682-695.

Ekvall, A. (1990). Affärsideér. En empirisk studie av hur företags 
verksamhetsinriktning kan analyseras och beskrivas utifrån ett affärsidébegrepp. [An 
empirical study of how firms business directions can be analyzed and 
described from a business concept perspective]. Företagsekonomiska 
Institutionen. Stockholms Universitet. Stockholm. 

Eriksson, L.T. (1985). Att utveckla och avveckla affärsideer – Om 
affärsutveckling och affärsplanering. [To develop or wind up business concepts 
– about business development and business planning]. Studentlitteratur, 
Lund.

Floyd, F. J., Widaman, K. F. (1995). Factor Analysis in the Development 
and Refinement of Clinical Assessment Instruments. Psychological 
Assessment. Vol. 7. No. 3, pp 286-299. 

Foster, S.L., Cone, J.D. (1995). Validity Issues in Clinical Assessment. 
Psychological Assessment. Vol. 7. No. 3, pp. 248-260. 

Ghemawat, P. (1991). Market incumbency and technology inertia. 
Marketing Science. Vol. 10. No. 2, pp. 161-171. 

Ghemawat, P. (1991). Commitment: The Dynamic of Strategy. Free Press: 
New York.  

Goel, S., Enkel, E. (2003). Social capital, reputation, and tacit knowledge: 
Use of board of directors to create and sustain a knowledge-based 
competitive advantage. Working paper presented at Luleå university of 
technology, August 2003.  

Granovetter, M.S. (1973). The Strength of Weak Ties. American Journal of 
Sociology. Vol. 78, No. 6, pp. 1360-1380. 



197

Haeckel, S. H. (1995). Adaptive enterprise design: the sense-and-respond 
model. Planning Review. May-June. Vol. 23. No. 3, pp. 6-9. 

Hall, R. (1994). A Framework for Identifying the Intangible Sources of 
Sustainable Competitive Advantage. In Hamel, G and Heene, A (eds.) 
Competence-based Competition. Chichester: John Wiley & Sons. pp. 149-
169.

Hair, J. F., Anderson, R.E., Tatham, R.L., Black, W.C.  (1998). 
Multivariate Data Analysis. Fifth Edition. Prentice Hall, New Jersey.

Hamel, G., Prahalad C.K. (1990). The Core Competence of the 
Corporation. Harvard Business Review. May-June, pp. 79-91. 

Helfat, C.E., Raubitschek, R.S. (2000). Product sequencing: co-evolution 
of knowledge, capabilities and products. Strategic Management Journal.
Special Issue. Vol. 21. No. 10/11, pp. 961-979. 

Henderson, R., Cockburn, I. (1994). Measuring Competence? Exploring 
Firm Effects in Pharmaceutical Research. Strategic Management Journal. Vol. 
15, pp. 63-84.

Hitt, M., Harrison, J. (1998). Attributes of Successful and Unsuccessful 
Acquisitions of US Firms. British Journal of Management. Vol. 9, pp. 91-
115.

von Hippel, E. (1988). The Sources of Innovation. Oxford University Press. 
New York.  

Holmes, S., Kent, P. (1991). An Empirical Analysis of the Financial 
Structure of Small and Large Australian Manufacturing Firms. The Journal 
of Small Business Finance. Vol. 1. No. 2, pp. 141-154. 

Hoecht, A., Trott, P. (1999). Trust, risk and control in the management 
of collaborative technology development. International journal of innovation 
management. Vol. 3. No. 3, pp. 257-270. 



198

Hultman, C., Gunnarsson, C., Prenkert, F. (1998). Marketing behaviour and 
capabilities in some Swedish SMEs. Expanders as opposed to non-expanders.
Swedish Foundation for Small Business Research FSF. Stockholm, 
Sweden.  

Häckner, E. (2001). Kartläggning av kognitiva kartor: Kan aktörer vara 
medforskare? [Mapping of Cognitive Maps: Can actors be co-researchers?] 
in Landström, H. , Mattsson, J. & Helmersson, H. (eds.), Ur en 
forskarhandledares örtagård [From the garden of a research supervisor]: 37-62, 
Lund, 2001.

Ifvarsson, C., Häckner, E. (2004). Strategic knowledge management: 
sensemaking for control of spillover effects in interorganizational 
networks. (Chapter 16 in Knowledge spillover and knowledge management. Ed. 
Karlsson, C., Flensburg, P., Hörte, S-Å.

Johannisson, B (1999). Networks and Entrepreneurial Growth. In Sexton, 
D & Landström, H (Eds) Handbook of Entrepreneurship. London: Blackwell. 

Kelly, D. J., Rice, M. P. (2001.) Technology-Based Strategic Actions in 
New Firms: The Influence of Founding Technology Resources. 
Entrepreneurship: Theory & Practice. Fall, pp. 55-73. 

Kets de Vries, M. F. R. (1977). The entrepreneurial personality: a person 
at the cross-roads. Journal of Management Studies. Vol. 14, pp. 34-57. 

Klein, J., Gee, D., Jones, H. (1998). Analyzing Clusters of Skills in R&D- 
Core Competencies, Metaphors, Visualization, and the Role of IT. R&D 
Management. Vol. 28. No. 1, pp. 37-42. 

Khandwalla, P. N. (1977). Some Top Management Styles, Their Context 
and Performance. Organization and Administrative Sciences. Vol. 7, No. 4, 
Winter, pp. 21-51. 

von Krogh, G., Roos, J. (1995). A perspective on knowledge, 
competence and strategy. Personnel Review. Vol. 24, No. 3, pp. 56-76. 



199

Landström, H. (1999). Entreprenörskapets rötter. [The routs of 
entrepreneurship]. Studentlitteratur. Lund.  

Li, T., Calantone, R.J. (1998). The Impact of Market Knowledge 
Competence on New Product Advantage: Conceptualization and 
Empirical Examination. Journal of Marketing. Vol. 62. October, pp. 13-29. 

Lipshitz, R., Strauss, O. (1997). Coping with Uncertainty: A Naturalistic 
Descision-Making Analysis. Organizational Behavior and Human Decision 
Processes. Vol. 69, No. 2, pp. 149-163. 

Lorsch, J.W., Morse, J.J. (1974). Organizations and their members: A 
contingency approach. New York: Harper & Row. 

Low, M.B., MacMillan, I.C. (1988). Entrepreneurship: Past research and 
future challenges. Journal of Management. Vol. 14, pp. 139-161.

Lyon, D.W., Lumpkin, G.T., Dess, G.G. (2000). Enhancing 
Entrepreneurial Orientation Research: Operationalizing and Measuring a 
Key Strategic Decision Making Process. Journal of Management. Vol. 26, 
No. 5, pp. 1055-1085. 

Macintosh, N.B. (1985). The Social Software of Accounting and Information 
Systems. John Wiley & Sons. London 

Malmström, M., Ersson, M., Westerberg, M. (1999). Financial 
Bootstrapping – Alternative sources of financing. Accepted and presented 
paper at the 15th Nordic Conference on Business Studies (August 19-21) 
Helsinki, Finland. 

Malmström, M. (2002). Acquiring Competence to Create and Sustain 
Competitive Advantage. A study of four small high technology firms. Licentiate 
thesis. Luleå University of Technology. Sweden. 

Mansfield, E. (1988). The speed and cost of industrial innovation in Japan 
and the United States: external vs. internal technology. Management Science.
Vol. 34. No. 10, pp. 1157-1168. 

March, J.G. (1991). Exploration and Exploitation in Organizational 
Learning. Organization Science. Vol. 2. No. 1, pp. 71-87 



200

Marsh, H.W., Hocevar, D. (1985). Application of confirmatory factor 
analysis to the study of self-concept: First- and higher-order factor models 
and their invariance across groups. Psychological Bulletin. No. 97, pp. 562–
582.

Messick, S. (1988). Validity. In Educational measurment. R.L. Linn (Ed.). 
3rd edition. New York: Macmillan. 

McGarth, R.G., Tsai, M-H., Venkataraman, S., MacMillan, I.C. (2001). 
Innovation, Competitive Advantage and Rent: A Model and Test. 
Management Science. Vol. 42. No. 3, pp. 389-403 

McKee, D., Varadarajan, P., Pride, W. (1989). Strategic Adaptability and 
Firm Performance: A Market-Contingent Perspective. Journal of Marketing. 
Vol. 53, pp. 21-35. 

McNeil, I. R. (1978). Contracts: Adjustments of long-term economic 
relations under classical, neo-classical and relational contract law. 
Northwestern University Law Review. Vol. 75, pp. 1018-1063. 

McNeil, I. R. (1980). The New Social Contract. New Haven, CT. Yale 
University Press. 

Merz, G.R., Weber, P.B., Laetz, V.B. (1994). Linking small business 
management with entrepreneurial growth. Journal of Small Business 
Management. Vol. 32. No. 3, pp. 48-60. 

Meyer-Krahmer, F. (1984). Recent results in measuring innovation 
output. Research Policy. Vol. 13, pp. 175-182. 

Miles, R., Snow, C. (1978). Organizational Strategy, Structure and Process.
New York: McGraw-Hill. 

Miles, M.P., Arnold, D.R., Thompson, D.L. (1993). The interrelationship 
between environmental hostility and entrepreneurial orientation. Journal of 
Applied Business Research. Vol. 9. No. 4, pp. 12-23. 

Miller, D., (1987). Strategy making and structure: Analysis and implication 
for performance. Academy of Management Journal. Vol. 30. No. 1, pp. 7-32 



201

Miller, D. (1993). The Architecture of Simplicity. Academy of Management 
Review. Vol. 18, pp. 116-138. 

Miller, K. D. (1993). Industry and Country Effects on Managers’ 
Perceptions of Environmental Uncertainties. Journal of International Business 
Studies. Fourth Quarter, pp.693-714. 

Miller, D., Friesen, P.H. (1982). Innovation in conservative and 
entrepreneurial firms: Two models of strategic momentum. Strategic 
Management Journal.  Vol. 3, pp. 1-25

Mintzberg, H. (1978). Patterns in Strategy Formation. Management Science.
Vol. 24. No. 9, May, pp. 934-948. 

Montgomery, C.A. (1995). Of diamonds and rust: A new look at 
resources. In Resource-based and Evolutionary Theories of the Firm: Toward a 
Synthesis. Montgomery C.A (ed.). Kluwer Academic Publishing: Boston; 
pp. 251-268. 

Mullins, J., Cardozo, R. (1992). New Venture Strategies and Startup 
Environment: Concepts, Measurements, and a Research Agenda. Article 
presented at the Second Annual Global Conference on Entrepreneurship 
Research, London, March 9-11. 

Myers, S.C. (1984). The Capital Structure Puzzle. Journal of Finance. Vol. 
39. No. 3, pp. 575-592. 

Narasimha, P.N. (2001). Strategy in Turbulent Environments: The Role 
of Dynamic Competence. Managerial and Decision Economics. Vol. 22, pp. 
201-212.

Nordhaug, O. (1998). Competence Specificities in Organizations: A 
Classificatory Framework. International Studies of Management and 
Organizations. Vol. 28. No. 1, pp. 8-29. 

Normann, R. (1985). Skapande Företagsledning. [Creative Management]. 1 
edition, 8th printing. Bonniers, Sweden 

Nunally, J.C. (1978). Psychometric Theory. New York: Mc Graw Hill. 



202

OECD. (1992). OECD Proposed Guidelines for Collecting and Interpreting 
Technological Innovation Data: Oslo Manual. Paris: OECD 

Oviatt, B. M., McDougall, P.P. (1993). Toward a Theory of International 
New Ventures. Journal of International Business Studies. First Quarter, pp.45-
64.

Parker, S., van Praag, C.M. (2006). Schooling, Capital Constraints, and 
Entrepreneurial Performance: The Endogenous Triangle. Journal of 
Business and Economic Statistics. Vol. 24. No. 4, pp 416-431. 

Penrose, E. (1959). The Theory of the Growth of the Firm. Oxford 
University Press, Great Britain 

Peteraf, M.A. (1993). The Cornerstones of Competitive Advantage: A 
Resource-based View. Strategic Management Journal. Vol. 14, pp.179-191. 

Porter, M.E. (1985). Competitive advantage – creating and sustaining superior 
performance, The Free press, New York. 

Polanyi, M (1967). The Tacit Dimension. Anchor, Garden City. NY. 

Pavitt, K., Patel, P. (1988). The International distribution and 
determinants of technological activities. Oxford Review of Economic Policy.
Vol. 4. No. 4.

Reuber, R.A., Fischer, E. (1997). The Influence of the Management 
Team’s International Experience on the International Behaviors of SMES. 
Journal of International Business Studies. Fourth Quarter, pp. 807-825. 

Rigdon, E.E. (1994). Calculating degrees of freedom for a structural 
equation model. Structural Equation Modeling, 1, pp. 274–278. 

Roininen, S. (2006). The start-up processes of academic spin-offs and non-
academic ventures. Licentiate thesis, 2006:41. ISSN: 1402-1757. Luleå 
University of Technology, Department of Business Administration and 
Social Science.  

Rosenberg, M. (1968). The Logic of Survey Analysis. New York: Basic 
Books.



203

Rothwell, R.  (1992). Successful industrial innovation: critical factors for 
the 1990s. R & D Management. Vol. 22. No. 3, pp. 221-239.

Samuelsson, M., Dahlqvist, J. (2005). Which Schumpeter is Right? 
Comparing Nascent Discoveries á la Schumpeter Mark I and Schumpeter 
Mark II. Frontiers of Entrepreneurship Research. 

Sanchez, R., Thomas, H. (1996). Strategic Goals, chapter 3 in Dynamics of 
Competence-Based Competition – Theory and Practice in the New Strategic 
Management. Edited by Sanchez, R., Heene, A., Thomas, H. (1996)

Saviotti, P.P., Metcalfe, J.S. (1984). A theoretical approach to the 
construction of technological output indicators. Research Policy. Vol. 13, 
pp. 141-151. 

Scherr, F.C., Sugure, T.F., Ward, J.B. (1993). Financing the Small Firm 
Start-up: Determinants of Debt Use. The Journal of Small Business Finance.
Vol. 3, pp. 17-36. 

Schumpeter, J.A. (1946). Comments on a Plan from the Study of 
Entrepreneurship in R. Swedberg (ed.) Joseph A. Schumpeter: The Economics 
and Sociology of Capitalism (1991) Princeton University Press: Princeton NJ. 

Shane, S. (2000). Prior Knowledge and the Discovery of Entrepreneurial 
Opportunities. Organization Science. Vol. 11. No. 4, pp. 448-469. 

Shane, S., Venkataraman, S. (2000). The Promise of Entrepreneurship as a 
Field of Research. Academy of Management Review. Vol. 25. No. 1, pp. 
217-226

Shane, S., Kolvereid, L. (1995). National Environment, Strategy, and 
New Venture Performance: A three Country Study. Journal of Small 
Business Management. April, pp. 37-50. 

Singh, J. (1995). Measurement Issues in Cross-National Research. Journal
of International Business Studies. Third Quarter, pp. 597-619. 



204

Simons, R. (1987). Accounting Control Systems and Business Strategy: 
An Empirical Analysis. Accounting Organizations and Society. Vol. 12. No. 4, 
pp. 357-374. 

Simons, R. (1990). The Role of Management Control Systems in 
Creating Competitive Advantages: New Perspectives. Accounting,
Organizations and Society. Vol. 15. No. 1/2, pp 127-143. 

Smith, K. (1992). Technological innovation indicators: Experience and 
prospects. Science and Public Policy. Vol. 19. No. 6, pp. 383-392. 

Souitaris, V., (2002). Firm-specific competencies determining 
technological innovation: A survey on Greece. R & D Management. Vol. 
32. No. 1, pp. 61-77. 

Staw, B., Swajkowski, B. (1975). The Scarcity-Munificence Component 
of Organizational Environments and the Commission of Illegal Acts. 
Administrative Science Quarterly. Vol. 25, pp. 345-354. 

Steiger, J.H., Lind, J.C. (1980). Statistically-based tests for the number of 
common factors. Paper presented at the Annual Spring Meeting of the 
Psychometric Society, Iowa City. May 30. 

Storey, D.J. (1994). Understanding the Small Business Sector. International 
Thomson Business Press. ISBN 1-86152-381-5. UK. 

Swan, J.A., Newell, S., Robertson, M. (1999). Central agencies in the 
diffusion and design of technology: a comparison of the UK and Sweden. 
Organization Studies. Vol. 20. No. 6, pp. 846-873. 

Teece, D.J., Pisano, G., Shuen, A. (1997). Dynamic Capabilities and 
Strategic Management. Strategic Management Journal. Vol. 18. No. 7, pp. 
509-533.

Thomas, H., Pollock, T. (1999). From I-O Economics’ S-C-P Paradigm 
Through Strategic Groups to Competence-Based Competition: 
Reflections on the Puzzle on Competitive Strategy. British Journal of 
Management. Vol. 10, pp. 127-140. 



205

Tidd, J., Trewhella, M.J. (1997). Organizational and technological 
antecedents for knowledge acquisition and learning. R&D Management.
Vol. 27. No. 4, pp. 359-375. 

Tidd, J., Bessant, J., Pavitt, K. (1997). Managing Innovation Integrating 
Technological, Market, and Organizational Change. Chichester, Wiley. 

Tsai, W., MacMillan, I., Low, M. (1991). Effects of Strategy and 
Environment on Corporate Venture Success in Industrial markets. Journal
of Business Venturing. Vol. 6, pp. 6-28. 

Wheaton, B., Muthén, B., Alwin, D.F. & Summers, G.F. (1977). 
Assessing reliability and stability in panel models. In Heise, D.R. [Ed.] 
Sociological methodology 1977. San Francisco: Jossey-Bass, 84–136.

Wernerfelt, B. (1984). A Resource-based View of the Firm. Strategic
Management Journal. Vol. 5 (2), pp. 171-180, USA. 

West, G.P.III., DeCastro, J. (2001). The Achilles Heel of Firm Strategy: 
Resource Weaknesses and Distinctive Inadequacies. Journal of Management 
Studies. Vol. 38, No. 3 (May), pp. 417-442. 

Westerberg, M. (1996). Does the CEO matter? An Empirical Study of Small 
Firms Operating in a Turbulent Environment. Luleå University of 
Technology. 1996:28 L. ISSN 0280-8242. 

Westerberg, M. (1998). Managing in Turbulence. An Empirical Study of 
Small Firms Operating in a Turbulent Environment. 1998:43, Doctoral 
Thesis, Luleå University of Technology. 

Westerberg, M. (2001). Managing in Turbulence Revisited: Exploring the 
Relationship between the CEO, Management Control, Entrepreneurship, 
and Firm Performance in Small Firms Faced with Different Situations. 
Paper presented at the 16th Nordic Conference on Business Studies, 
NFEK 01, in August, Uppsala

Wiklund, J. (1998). Small firm growth and Performance: Entrepreneurship 
and beyond. Jönköping International Business School, Dissertation Series 
No. 003. 



206

Wincent, J. (2006). On Building Competitiveness in Strategic SME Networks. 
Empirical Analysis of 54 Firms in Two Networks. Luleå University of 
Technology. 2006:04. ISSN 1402-1544 

Winborg, J. (2000). Financing Small Businesses – Developing our 
Understanding of Financial Bootstrapping Behavior. SIRE, Halmstad 
University. See e.g. page 101; 198. 

Winborg, J. (1999). Relationship-oriented resource acquisition in new 
businesses – the role of different modes of trust. Paper presented at the 
RENT XIII Conference, November 25-26, London. 

Ylinenpää, H. (1997). Managing Competence Development and Acquisition in 
Small Manufacturing Firms. Dissertation Series No. 1997:27. Doctoral 
Thesis, Luleå University of Technology.

Yasai-Ardekai, M. (1989). Effects of Environmental Scarcity and 
Munificence on the Relationship of Context to Organizational Structure. 
Academy of Management Journal. Vol. 32. No. 1, pp. 131-156. 

Zahra, S.A., Covin, J. G. (1993). Business Strategy, Technology Policy 
and Firm Performance. Strategic Management Journal. Vol. 14, pp. 451-478.



Appendix

Questionnarie
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English version





   Frågeformulär om kompetensanskaffning i småföretag ©
       

Med företaget menas här företaget som juridisk enhet, dvs det företag som du är VD för och som enkäten är 
adresserad till. När du tar ställning till följande frågor, var vänlig markera med ett ”X” det alternativ som stämmer 
bäst med din uppfattning. Obs! endast ett kryss per frågeställning.  

Läs igenom följebrevets förklaringar av begreppen; produktutveckling, produktion och 
marknadsföring/försäljning som gäller för din bransch innan du tar ställning till frågorna.

1. Markera det alternativ som  Ingår i en koncern men arbetar oberoende av andra företag i koncernen. 

motsvarar ditt företags situation.  Ingår i en koncern och arbetar i nära samverkan med andra koncernföretag. 

    Är inte del i en koncern. 

2.  Hur vanligt förekommande är det att personer hör av sig till er för att de vill jobba hos er 
(även om ni inte aktivt söker efter personal) inom: 

      Inte    Sällan    Ibland   Ofta     Mkt  
       alls                         ofta 

         1            2            3           4            5 

a) Produktutveckling (av produkter/tjänster)…….….…… 

b) Produktion (av produkter/tjänster)……………………. 

c) Marknadsföring/försäljning (av produkter/tjänster)….. 

3.  Hur tror du att utomstående (t ex konkurrenter, kunder, leverantörer)  
i allmänhet uppfattar företagets kompetensnivå inom:    

     Mycket Har ingen  
      Svag             stark     sådan  
       1             2           3           4            5                      enhet 

a) Produktutveckling (av produkter/tjänster)………..…… 

b) Produktion (av produkter/tjänster)………..…………...    

c) Marknadsföring/försäljning (av produkter/tjänster)…....          

4. Uppskattningsvis hur många anställda har företaget haft i medeltal under det senaste året om vi inkluderar 
ägare som jobbar för företaget. (räkna samman deltider/ säsongsarbetare så att de utgör heltider)              

   
 Totalt uppskattningsvis _____antal anställda 

5 a.  Uppskatta hur många anställda företaget har i medeltal som arbetar inom produktutveckling_____antal anställda, 

 varav uppskattningsvis _____antal anställda har universitetsutbildning 
 varav uppskattningsvis _____antal anställda har minst 3 års yrkeserfarenhet av produktutveckling 

5 b.  Uppskatta hur många anställda företaget har i medeltal som arbetar inom produktion______antal anställda  

 varav uppskattningsvis _____antal anställda har universitetsutbildning 
  varav uppskattningsvis _____antal anställda har minst 3 års yrkeserfarenhet av produktion 

5 c.  Uppskatta hur många anställda företaget har i medeltal som arbetar inom marknadsföring/försäljning______antal 
anställda,  

 varav uppskattningsvis _____antal anställda har universitetsutbildning 
 varav uppskattningsvis _____antal anställda har minst 3 års yrkeserfarenhet av marknadsföring/försäljning 

Företagets kompetensbas – Del 1  

© Copyright. Får ej kopieras/användas utan skriftligt tillstånd från författarna.

Prod  
 fråga  

b

Marknad
fråga 

c

PU: 
fråga 

a



Använd följebrevets begreppsförklaringar för din bransch när du svarar.

6.  Uppskatta förekomst av utbildning och träning som erbjuds företagets personal, ange ungefärligt antal 
utbildningsdagar per år totalt för personalen inom: (om företaget är del av en koncern, räkna då 
utbildningar utanför företaget men inom koncernen som extern utbildning) 

a)  produktutveckling: totalt ungefärligt antal utbildningsdagar_____, varav ungefär _____dagar är extern utbildning  

b)  produktion: totalt ungefärligt antal utbildningsdagar_____, varav ungefär _____dagar är extern utbildning  

c)  marknadsföring/försäljning: totalt ungefärligt antal utbildningsdagar _____, varav ungefär_____ dagar är extern
utbildning 

Nedanstående frågor berör hur vanligt det har varit att du använt ett visst sätt de 
senaste 3 åren eller sedan du blev VD när du har försett företaget med kompetens i 
situationer som du uppfattat vara strategiska. Om du har använt ett sätt, ange då 
hur du uppfattar att det sättet har fungerat sammantaget. ”X” det alternativ som 
stämmer bäst med din uppfattning.  

7.  När du (företaget) ansett att företagets produkter eller tjänster har varit i behov av utveckling, och/eller fått i 
uppdrag att utveckla produkter eller tjänster:

Hur vanligt har det då varit att du: Inte   Sällan  Ibland Ofta Mkt     Hur nöjd har du: Mkt        Neutral Mkt 
alls 
   1 2

                  ofta 
    3        4         5 

missnöjd 
 1       2       3       4 

nöjd 
 5 

a. utfört det genom företagets befintliga 
anställda eller gjort det själv, utan 
nyanställningar 

      
i allmänhet varit 
med utfallet av 
användningen? 

b. anställt ny personal via rekommendationer 
av ditt kontaktnät (vänner, släkt, eller dina 
affärsbekanta) 

      
i allmänhet varit 
med utfallet av 
användningen? 

c.
anställt ny personal via arbetsmarknaden 
utan rekommendation av ditt kontaktnät       

i allmänhet varit 
med utfallet av 
användningen? 

d.
köpt eller bytt in tjänsten med hjälp av ditt 
kontaktnät       

i allmänhet varit 
med utfallet av 
användningen? 

e.
köpt in tjänsten externt utan hjälp av ditt 
kontaktnät       

i allmänhet varit 
med utfallet av 
användningen? 

Kompetensanskaffning – Del 2 

Prod  
fråga 

8

Marknad 
fråga

9

PU 
fråga  

7



8. När du (företaget) ansett att företaget har varit i behov av att förändra/förbättra själva produktionen av 
produkter och/eller tjänster: (se begreppsförklaringar för vad produktion innebär för din bransch). 

Hur vanligt har det då varit att du: Inte   Sällan  Ibland Ofta Mkt     Hur nöjd har du: Mkt        Neutral Mkt 
alls
   1 2

                  ofta 
    3        4         5 

missnöjd 
 1       2       3       4 

nöjd
 5 

a. utfört det genom företagets befintliga 
anställda eller gjort det själv, utan 
nyanställningar          

i allmänhet varit 
med utfallet av 
användningen? 

b. anställt ny personal via 
rekommendationer av ditt kontaktnät 
(vänner, släkt, eller dina affärsbekanta) 

         
i allmänhet varit 
med utfallet av 
användningen? 

c.
anställt ny personal via arbetsmarknaden 
utan rekommendation av ditt kontaktnät          

i allmänhet varit 
med utfallet av 
användningen? 

d.
köpt eller bytt in tjänsten med hjälp av 
ditt kontaktnät          

i allmänhet varit 
med utfallet av 
användningen? 

e. köpt in tjänsten externt utan hjälp av ditt 
kontaktnät          

i allmänhet varit 
med utfallet av 
användningen? 

9.  När du (företaget) ansett att företaget har varit i behov av att ta reda på vad kunderna vill ha, t ex funktioner i 
och design av produkter eller tjänster som kunder vill ha i framtiden, och/eller när företaget har varit i behov 
av att marknadsföra och sälja sina produkter/tjänster:  

Hur vanligt har det då varit att du: Inte   Sällan  Ibland Ofta Mkt     Hur nöjd har du: Mkt        Neutral Mkt 
alls 
   1 2

                  ofta 
    3        4         5 

missnöjd 
 1       2       3       4 

nöjd 
 5 

a. utfört det genom företagets befintliga 
anställda eller gjort det själv, utan 
nyanställningar     

i allmänhet varit 
med utfallet av 
användningen? 

b. anställt ny personal via rekommendationer 
av ditt kontaktnät (vänner, släkt, eller dina 
affärsbekanta) 

   
i allmänhet varit 
med utfallet av 
användningen? 

c.
anställt ny personal via arbetsmarknaden 
utan rekommendation av ditt kontaktnät    

i allmänhet varit 
med utfallet av 
användningen? 

d. köpt eller bytt in tjänsten med hjälp av ditt 
kontaktnät    

i allmänhet varit 
med utfallet av 
användningen? 

e. köpt in tjänsten externt utan hjälp av ditt 
kontaktnät     

i allmänhet varit 
med utfallet av 
användningen? 

        



10. Markera hur viktigt du tycker att samarbete med externa parter, t ex andra företag, kunder eller leverantörer, 
har varit för att skaffa kompetens till företagets utveckling under de tre senaste åren.

Hur viktigt har samarbete varit för:                     Ytterst                                  Ytterst    Har aldrig  
   liten vikt  stor vikt              förekommit
  1        2       3        4        5                

a) Produktutveckling ………………………………….                   
b) Utveckling av produktion…………………………..                   
c) Marknadsutveckling ………………………………..                   

11.  Ange din uppfattning om hur företagets huvudarbetsuppgifter ser ut, d v s arbetsuppgifter som tydligast kan 
kopplas till det kunderna betalar för. Ett antal påståenden presenteras. ”X” det alternativ som passar bäst.  

   Tar klart Tar delvis Neutral     Instämmer    Instämmer 
Huvudarbetsuppgifterna i mitt företag…. avstånd från    avstånd från             delvis     klart 
       1                2               3          4                  5 

a) är i stor utsträckning av återkommande karaktär………………………….       
b) kan i huvudsak ses som rutinuppgifter…………………………………….                
c) kan oftast utföras genom att tillämpa välkända och beprövade arbetssätt…                
d) är sällan eller aldrig så beskaffade att t ex en nyanställd kan utföra dem. 
 De kräver istället lång erfarenhet för att kunna utföras……………………                

12.  Uppskatta först företagets nivå på ett antal punkter i jämförelse med viktiga konkurrenter. Uppskatta sedan 
hur nivån har förändras jämfört med för tre år sedan. (Svara i följande ordning: a 1, a 2, sedan b 1, b 2 osv.)  

I jämförelse med                            Betydligt     Ungefär Betydligt       I jämförelse Minskat                Inte            Ökat
viktiga konkurrenter är: lägre      genomsnittligt  högre     med oss markant            ändrats         markant
   1            2            3           4            5    själva har:   1            2            3            4            5 

a 1) kvaliteten på de produkter/tjänster      a 2) nivån jämfört  
 som företaget utvecklat…………..       med för 3 år sedan..           

b 1) företagets effektivitet i att        b 2) nivån jämfört  
 utveckla produkter/tjänster .……. ..               med för 3 år sedan..                  

c 1) företagets effektivitet i att tillverka      c 2) nivån jämfört  
 produkter och/eller utföra tjänster ..       med för 3 år sedan..           
d 1) kvaliteten i själva tillverkningen  
 av produkter och/eller utförandet      d 2) nivån jämfört  
 av tjänster ..…….………………. …         med för 3 år sedan..           

e 1) företagets förmåga att ta reda på      e 2) nivån jämfört  
 vad kunderna vill ha ..……………            med för 3 år sedan..           

f 1) företagets effektivitet i att      f 2) nivån jämfört  
 marknadsföra och sälja ..…………                  med för 3 år sedan..           

13.  Uppskatta hur lönsamt företaget är i förhållande till viktiga konkurrenter? Är lönsamheten för de tre senaste åren högre 
eller lägre än genomsnittet jämfört med viktiga konkurrenter?  
Mycket  Något  Lika Något Mycket         
 lägre  lägre   högre  högre       Vet inte 
     1              2            3             4             5

                    

Konkurrensfördel och teknologi – Del 3 

 Använd följebrevets begreppsförklaringar för din bransch när du svarar.



14.  I den här delen ber vi dig reflektera kring den huvudsakliga branschen som företaget befinner sig i. Utgå 
 ifrån vad som kännetecknar de 3 senaste åren. Två påståenden presenteras. Markera med ett ”X” det  

alternativ som stämmer bäst med din uppfattning. Alternativ 3 indikerar att båda påståendena är likvärdiga 
eller att inga förändringar har förekommit.  

a)  För att hålla jämna steg med marknaden och konkurrenter så har vårt företag behövt att: 
 ”sällan förändra    1         2         3         4         5   ”ofta förändra 

marknadsföringsaktiviteter”                   marknadsföringsaktiviteter” 
   

b) Takten till vilken produkter/tjänster ersätts eller förnyas i branschen: 

  ”Har varit mycket långsam” (som för  1         2         3         4         5 ”Har varit väldigt hög” (som 
 t ex sådana basmetaller som koppar)                  för modevaror) 

c)  Produktionen och tjänsteteknologin: 
 ”Utsätts inte för alltför mycket    ”Förändras ofta och i stor  
 förändring” (som för tex     1         2         3         4         5           omfattning” (som för t ex avancerade  
 stålproduktion)               elektronikkomponenter)   

d) Antalet potentiella kunder för företaget i vår huvudsakliga bransch: 
   1         2         3         4         5
 ”Har minskat markant”                   ”Har ökat markant” 

   
e)  Hård priskonkurrens:  
          1         2         3        4          5    
 ”Har inte varit ett stort hot”                  ”Har varit ett överhängande hot” 
                 
f)  Konkurrens baserat på produktkvalitet och/eller tjänstekvalitet: 
   1        2         3         4         5    
 ”Har inte varit ett stort hot”               ”Har varit ett överhängande hot” 
                 
g)  Variationen i kundernas önskemål har:  
 ”minskat dramatiskt   1         2         3         4         5 ”ökat dramatiskt de senaste 3 åren” 
 de senaste 3 åren”                  

15. Varje delfråga innehåller två påståenden. ”X” det alternativ som bäst motsvarar din åsikt om företagets 
situation. Alternativ 3 indikerar att båda påståenden är likvärdiga. Här vill vi veta hur du sammantaget 
under de 3 senaste åren uppfattat tillgången på kompetens inom tre områden. 

   

  ”Otillräcklig och starkt ”Fullt tillfredsställande 
   begränsat företagets utveckling”    för företagets utveckling” 

a) Tillgången på arbetskraft som har koppling till  1            2            3           4          5             Har inte
 företagets verksamhet inom produktutveckling har      haft något behov 

 under de tre senaste åren varit…………………………..               
b) Tillgången på arbetskraft som kan producera de  
  produkter och/eller tjänster som företaget vill erbjuda  

 har under de tre senaste åren varit………………………                
c) Tillgången på arbetskraft som har koppling till företagets  
 egen marknadsförings- och försäljningsverksamhet har

 under de tre senaste åren varit…………………………..         

Omgivning- Del 4 



Använd följebrevets begreppsförklaringar för din bransch när du svarar

16. Här vill vi att du tänker på de delar som företagets affärsverksamhet i grunden baserar sig på. Markera med ett 
”X” din uppfattning. Hur avgörande är följande delar i företagets verksamhet för att skapa er konkurrenskraft?  

  ”Mindre väsentlig för vår ” Helt avgörande för  
      konkurrenskraft”      1         2        3         4        5        vår konkurrenskraft”  

a) Produktutveckling ………………………. 
 b) Produktion ……………………………… 

c) Marknadsföring/försäljning ……………. 

17. Vilket av följande påståenden beskriver företagets sätt att ta fram och sälja produkter bäst? Alternativ 3 
innebär att hälften som produceras är standardiserat och hälften är enligt kundens specifika önskemål. 

  ”allt som produceras är enligt   1            2            3           4             5         ”allt som produceras  

  standardiserat sortiment”         är kundanpassat” 

   

   

18. Ange din(a) högsta fullständiga grundutbildningsnivå:

 Folkskola/Grundskola   Tre-(eller fyra) årigt gymnasium 
 Tvåårigt gymnasium  Högskola/Universitet  
   Annan utbildning (ange vilken)  ……………………… 

19. Ange omfattning på din(a) samtliga utbildning(-ar), räkna med både grundutbildning och genomförda kurser efter 
grundutbildning: Ingen          Hög  

1          2        3         4         5    

 a) Ekonomi/marknadsföring/försäljning…… 
 b) Produktutveckling/design………………..    
 c) Teknik/produktion/underhåll……………. 

20. Uppskatta hur lång sammanlagd erfarenhet du har av följande yrkeskategori (-er), ange uppskattad längd på raden där 
du har arbetserfarenhet:  

 a) Ekonomi/ marknadsföring/försäljning____________år   
 b) Produktutveckling/design   ____________år 
 c) Teknik/produktion/underhåll ____________år

21.  Uppskatta antal år som du har varit yrkesverksam i nuvarande branschen____________antal år.

22.  Om du räknar med tidigare erfarenheter och din nuvarande  
 position, uppskatta sammanlagd längd som du arbetat som företagsledare____________antal år.

Nedan följer 4 påståenden. Markera med ett ”X” det alternativ som stämmer bäst med din uppfattning. Alternativ 
3 indikerar att du varken håller med eller tar avstånd. 

Tar helt    Neutral  Instämmer   
avstånd      helt   

23.  Jag trivs med att arbeta i snabbt    1         2        3         4        5
 växlande marknadsförhållanden………………             
24.  Osäkerhet runt mitt företag minskar mina  
 möjligheter att göra mitt bästa som chef………
25.  Jag blir ofta irriterad när oförutsedda  
 händelser stör min planering…………………..                 
26.  Jag uppskattar de utmaningar som följer  
 av osäkra marknadsförhållanden………………             

Företagets affärsidé – Del 5  

Din bakgrund – Del 6   



I den här delen ber vi dig reflektera kring företagets aktiviteter rörande 
produkter/tjänster, produktion samt marknader. Var vänlig notera att frågorna 
skiljer mellan helt nya delar, dvs nya för företaget, och förbättringar av
befintliga delar. Förbättringar innebär varianter av befintliga produkter/tjänster, 
eller bearbetningar av befintliga kunder, eller förbättringar av produktionen. Tag 
ställning utifrån förändringar under de tre senaste åren. ”X” det alternativ som 
passar bäst.  

Använd följebrevets begreppsförklaringar för din bransch när du svarar.

27 a.  Uppskatta andelen förbättrade produkter/tjänster som
 företaget utvecklat och introducerat för försäljning        0-19%    20-39%     40-59%     60-79%    80-100%          
 alternativt slutfört på uppdrag åt kund under de senaste  

 tre åren. Andel förbättrade produkter av totala produkter:……….

   
27 b. Ange din intuitiva känsla för hur ditt företags takt har varit Mkt  Lägre  Lika       Högre         Mkt

(i jämförelse med viktiga konkurrenter) av förbättrade lägre      högre         Vet inte
 produkter/tjänster som företaget utvecklat och introducerat    1    2   3   4   5   

på marknaden alternativt slutfört på uppdrag av kund……………           
   

       Väldigt    Relativt     Varken      Relativt    Väldigt    
27 c.  Sammantaget, är du nöjd eller missnöjd med utfallet      missnöjd   missnöjd   nöjd eller    nöjd         nöjd   

av arbetet med förbättringar av befintliga                              missnöjd  
produkter/tjänster?         1           2   3   4   5

………………………………………………………………. ….             

28 a.  Uppskatta andelen helt nya produkter/tjänster som företaget
 utvecklat och introducerat för försäljning alternativt slutfört på 0-19%     20-39%      40-59%    60-79%     80-100% 
         uppdrag av kund under de senaste tre åren. Andel helt nya         

 produkter/tjänster av totala produkter:…………………………                       

28 b. Ange din intuitiva känsla för hur ditt företags takt har Mkt Lägre    Lika  Högre Mkt
 varit (i jämförelse med viktiga konkurrenter) av helt nya lägre      högre        Vet inte 

produkter/tjänster som företaget utvecklat och introducerat   1    2   3  4     5     

 på marknaden alternativt slutfört på uppdrag av kund.…………..                           

   Väldigt     Relativt     Varken      Relativt   Väldigt   
   missnöjd  missnöjd   nöjd eller      nöjd        nöjd   
                                 missnöjd 
28 c.  Sammantaget, är du nöjd eller missnöjd med utfallet                      1    2   3  4   5

av arbetet med helt nya  produkter/tjänster?……………………..             

29 a. Om vi ser till interna förändringar inom företaget under de senaste 3 åren, har företagets sätt att arbeta i produktionen på 
något sätt förändrats? 

Inte                     Till viss        I stor  
  alls      del      omfattning 
    1   2      3        4            5 

           
   

          gå till fråga 30 
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   Väldigt Relativt   Varken  Relativt  Väldigt
   missnöjd   missnöjd  nöjd eller  nöjd  nöjd   
29 b. Sammantaget, är du nöjd eller missnöjd med     missnöjd   

utfallet av arbetet med interna förändringarna           1   2   3   4   5

i produktionen?...............................................................................             

30.  Ange din intuitiva känsla för hur företaget uppdaterar sina arbetsmetoder i framställningen (av såväl produkter som 
tjänster) i jämförelse med viktiga konkurrenter:

                                                                    Mindre             Lika                    Mer 
   uppdaterad              uppdaterad       uppdaterad 
      1             2              3            4                5 

 a) Använder den senaste teknologin i produktionen. ………….       

 b) Investerar i ny utrustning/maskinpark………….. ……………. 

31 a. Uppskatta andelen av försäljningen som går till        0-19%    20-39%     40-59%     60-79%    80-100%         
 kunder som inte fanns för tre år sedan.       

 Andel helt nya kunder:…………………………………………..            
          

Mkt Lägre Lika  Högre Mkt
31 b. Ange din intuitiva känsla för hur ditt företags takt har  lägre     högre Vet inte
 varit (i jämförelse med viktiga konkurrenter) av att introducera  1     2   3  4   5

 sig på helt nya marknader ………………..………………………            

   Väldigt      Relativt     Varken      Relativt     Väldigt 
   missnöjd   missnöjd   nöjd eller    nöjd             nöjd  

             missnöjd 
31 c.  Sammantaget, är du nöjd eller missnöjd med                  1    2     3    4   5

utfallet av arbetet med att få helt nya kunder? …………………..
     

Mkt Lägre   Lika  Högre Mkt
32 a.  Ange din intuitiva känsla för hur ditt företags ansträngningar lägre     högre         Vet inte
 har varit (i jämförelse med viktiga konkurrenter) med     1    2   3    4   5

 att bearbeta företagets befintliga marknader ……….....................             
    

    Väldigt     Relativt      Varken     Relativt     Väldigt
    missnöjd  missnöjd    nöjd eller    nöjd  nöjd  
                                     missnöjd 
32 b. Sammantaget, är du nöjd eller missnöjd med                  1    2   3     4   5

 utfallet av bearbetningar av befintliga marknader?....................... 

Tack för din medverkan! 

För att underlätta för oss ber vi dig att skicka in enkäten i det bifogade portofria svarskuvertet snarast möjligt. 

          Löpnummer:                                    (för statistisk bearbetning)  



Questionnaire on competence acquisition in small firms ©
       

A firm is regarded here as the juridical entity, in other words, the firm in which you are the CEO and to which the 
questionnaire is send. When you answer the questions below, please check with a ”X” the alternative that fit your 
opinion best. Note! only one check per questions.  

Please read the enclosed letter for definitions of the following concepts: product development, production 
and marketing concerning your industry before you respond to the questions. 

1. Mark the alternative that  Is part of a group but work independently from other firms in the group. 

fit the situation of your firm. Is part of a group and works in close cooperation with other firms in the group. 

    Is not part of a group. 

2.  How common is it that people contact your firm expressing a wish to work in the firm 
(even though new personnel is not sought for) in: 

       Not at    Seldom  Some    Often     Very  
           all                       times                 often 

         1            2            3           4            5 

a) Product development (of products/services)…….….… 

b) Production (of products/services)……………………. 

c) Marketing (of products/services)…………………….. 

3.  How do you think outsiders (e.g. competitors, customers, suppliers)  
in general perceive the competence level in the firm in:   Very   Has no
      Weak            strong    such  
       1             2           3           4            5                      unit 

a) Product development (of products/services)………..… 

b) Production (of products/services) ………..…………...    

c) Marketing (of products/services) ………………..…....          

4. Approximately how many employees has the firm had on average during the last year if owners that work 
for the firm are included. (add up part time workers/season workers so that they represent full time)              

   
 Totally  approximately _____number of employees 

5 a.  Approximately how many employees do the firm have on average that work in product development____number of 
employees, 

 of which appoximatly _____number of employees have university education
 of which appoximatly _____number of employees have at least 3 years of work experience of product development 

5 b.  Approximately how many employees do the firm have on average that work in production____number of employees, 

 of which appoximatly _____number of employees have university education
 of which appoximatly _____number of employees have at least 3 years of work experience of production 

5 c.  Approximately how many employees do the firm have on average that work in marketing____number of employees, 

 of which appoximatly _____number of employees have university education
 of which appoximatly _____number of employees have at least 3 years of work experience of marketing 
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Use the definitions of the concepts for your industy in the enclosed letter when you respond.

6.  Estimate the extent of education and training that is offered to the employees in the firm, estimate 
approximately the number of education days per year totally for the personnel in: (if the firm is part of a 
group, count education outside the firm but within the group as external education) 

a)  product development: totally approximately number of education days_____, of which approximately _____days are 
external education  

b)  production: totally approximately number of education days_____, of which approximately _____days are external
education  

c)  marketing: totally approximately number of education days_____, of which approximately _____days are external
education  

The questions below concern how common it has been that you have used a specific 
mode during the last 3 years or since you became the CEO when you have provided 
the firm with competence in situations that you have perceived as strategic. If you 
have used a mode, indicate your perception of how that mode has worked on an 
overall level. ”X” the alternative that fit best with your opinion.  

7.  When you (the firm) have considered that the products or services of the firm have been 
in need for development, and/or received an order to develop products or services:

How common has it been that you have:         Not    Seldom Some Often Very          How satisfied Very        Neutral Very 
    at all 

   1 2
times            often
    3        4         5         have you been: 

dissatisfied 
 1       2       3       4 

satisfied 
 5 

a. carried  it out with the current 
employees in the firm or by your self, 
with no new employments 

   in general with the 
outcome of the use? 

b. employed new employees via  
recommendations from your social 
network (friends, relatives, or business 
acquainted) 

   in general with the 
outcome of the use? 

c. employed new employees via the open 
work market without recommendations 
from your social network 

   
in general with the 

outcome of the use? 

d.
bought or traded the service with help 
from your social network    

in general with the 
outcome of the use? 

e.
bought the service externally with no 
help from your social network     in general with the 

outcome of the use? 

Competence acquisition – Part 2 
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8.  When you (the firm) have considered that the firm has been in need for changing/improving the production 
of products and/or services itself: (see definitions of concepts for what is meant by production in your industry). 

How common has it been that you have:  Not    Seldom Some Often Very          How satisfied Very         Neutral Very 
at all 

   1 2
times            often
    3        4         5 

  have you been? dissatisfied 
 1       2       3        4 

satisfied 
 5 

a. carried  it out with the current employees 
in the firm or by your self, with no new 
employments.    

in general with the 
outcome of the 

use? 

b. employed new employees via  
recommendations from your social 
network (friends, relatives, or business 
acquainted) 

   
in general with the 

outcome of the 
use? 

c. employed new employees via the open 
work market without recommendations 
from your social network 

   
in general with the 

outcome of the 
use? 

d.
bought or traded the service with help 
from your social network    

in general with the 
outcome of the 

use? 

e. bought the service externally with no help 
from your social network    

in general with the 
outcome of the 

use? 

9.  When you (the firm) have considered that the firm has been in need for soughting out the customers wants,
e.g. future functions and design of products or services that customers want, and/or when the firm has been in 
need for marketing and selling its products/services:  
How common has it been that you have: Not   Seldom  Some Often Very      How satisfied Very        Neutral Very 

at all 
   1 2

times            often 
    3        4         5 have you been: 

dissatisfied 
 1       2       3       4 

satisfied 
 5 

a. carried  it out with the current employees 
in the firm or by your self, with no new 
employments.    

in general with the 
outcome of the 

use?     

b. employed new employees via  
recommendations from your social 
network (friends, relatives, or business 
acquainted) 

   
in general with the 

outcome of the 
use? 

    

c. employed new employees via the open 
work market without recommendations 
from your social network 

   
in general with the 

outcome of the 
use? 

    

d. bought or traded the service with help 
from your social network    

in general with the 
outcome of the 

use?     

e. bought the service externally with no help 
from your social network    

in general with the 
outcome of the 

use?     

        



10. Indicate how important you think that cooperation with external parties, e.g. other firms, customers, or 
suppliers has been for acquiring competence for the firm’s development during the last three years.

How important has cooperation been for:                     Extremely                          Extremely     Has never  
   little consequence           great consequence    occured
  1         2         3         4        5                

a) Product development….………………………….                   
b) Development of production………………………..                   
c) Market development………………………………..                   

11.  Indicate your opinion on the character of the firm’s main tasks, in other words work tasks that could be 
closely related to what the customers pay for. A number of statements are presented. ”X” the alternative that 
fit best.  

   Tar klart Tar delvis Neutral     Instämmer    Instämmer 
The main work tasks in my firm…. avstånd från    avstånd från             delvis     klart 
       1                2               3          4                  5 

e) are to a great extent of repetitive character……………………………….       
f) can mainly be viewed as routine tasks…………………………………                
g) can often be carried out by using well known and tested work routines…                
h) are seldom or never of such nature that for instance a new employee could 
 carry them out. They require long experience to be carried out…………                
12.  First, estimate the firm’s level in comparison to important competitors. Then, estimate how the firm’s level 

has changed compared to the firm’s level three years ago. (Respond in the following order: a 1, a 2, then b 
1, b 2 and so on.)  

In comparison with                         Significantly About Significantly In comparison Decreased              No      Increased 
important competitors the: lower          average  higher    with us self dramatically    change  dramatically
   1            2            3           4            5       the:    1            2            3           4            5 

a 1) quality of the product/services            a 2) level compared with  
 developed by the firm ………..        3 years ago has…...           

b 1) firm’s efficiency in         b 2) level compared with  
 developing products/services..                3 years ago has…...                  

c 1) firm’s efficiency in manufacturing      c 2) level compared with  
 products and/or carry out services..       3 years ago has…...           
d 1) quality of the production of products  
 itself and/or the performance      d 2) level compared with  
 of services ..…….……………….         3 years ago has…...           

e 1) firm’s ability to find out       e 2) level compared with  
 the customers wants…… ..………            3 years ago has…...           

f 1) firm’s efficiency in marketing       f 2) level compared with  
 and sales ..…………                   3 years ago has…...        

13.  Estimate how profitable the firm is in relation to important competitors? Is the profitability over the last three years 
higher or lower compared to the average of important competitors?  
Much       Somewhat  Equal     Somewhat Much         
 lower  lower   higher  higher       Do not know 
     1               2             3              4             5

                    

Competitive advantage and technology – Part 3 

Use the definitions of the concepts for your industy in the enclosed letter when you respond.



14.  In this section we ask you to reflect on the principal industry in which the firm operates. Think of what 
has been characteristic during the last 3 years. Two statements are presented. Indicate with a ”X” the 
alternative that fit your opinion best. Alternative 3 indicates that both statements are equal or that no changes 
have occurred.  

a)  In order to keep up with the markets and competitors our firm have had to: 
 ”rarely change its    1         2         3         4         5   ”often change its  
 marketing practices”                   marketing practices” 
    
b) The rate at which products/services become obsolete or renewed in the industry: 

  ”Have been very slow” (like for  1         2         3         4         5 ”Have been very high” (like 
 e.g., basic metal like copper)                  for fashion goods) 

c)  The production and service technology: 
 ”Is not exposed to very much     ”Changes often and in major  
 change” (like for e.g., in     1         2         3         4         5           ways” (like for e.g. advanced electronic  
 steel production)               components)   

d) The number of potential customers in our principal industry: 
   1         2         3         4         5
 ”Have fallen off greatly”                   ”Have substantial increased” 

   
e)  Tough prices competition:  
          1         2         3        4         5    
 ”Have not been a great threat”                  ”Have been a substantial threat” 
                 
f)  Competition based on product quality and/or service quality: 
   1        2         3         4         5    
 ” Have not been a great threat”               ”Have been a substantial threat” 
                 
g)  Variation in customer demand and customer tastes have:  
 ”decreased dramatically   1         2        3          4         5 ”increased dramatically during the  
 during the last 3 years”                    last 3 years”

15. Each question contains two statements. ”X” the alternative that best respond to your opinion about the 
situation of the firm. Alternative 3 indicates that the two statements are equally valid. Here we want to 
know how you on a overall level during the last 3 years perceived the availability of competence within 
three areas. ”Insufficient and a great  ”Fully satisfactory for the  

   impediment for the firm’s development”     firm’s development” 

a) The availability of work force with connection to   1            2           3            4          5             Have not
 the firm’s operations within product development has      had any need 

 during the last three years been ………………………..               

b) The availability of work force that can produce the  
  products and/or services that the firm wants to offer  

 has during the last three years been…….………………                
c) The availability of work force with connection to the firm’s  
 own marketing and sales activities has

 during the last three years been………………………..           

Environment– Part 4 



Use the definitions of the concepts for your industy in the enclosed letter when you respond.

16. Here we would like you to think about the parts of the firm on which the firm’s business activities are 
fundamentally based. Mark with a ”X” your opinion. How crucially important are the following parts in the 
firm’s activities in creating your competitive advantage?  

”Less important for our ” Completely important for  
    competitiveness”          1         2        3         4        5       our competitiveness”  

a) Product development……………………. 
 b) Production ……………………………… 
 c) Marketing/sales…………… ……………. 

17. Which of the following statements describe the firm’s way of developing, producing and selling its products 
best? Alternative 3 means that half of what is produced is standardized and half is according to customers’ 
specific demands and tastes.  

  ”everything that is produced  is   1            2           3           4             5         ”everything that  is produced         

standardized selection”                    is according to customers specific demands      
      and tastes” 

   

18. Indicate your highest completed education level:  

 Primary school   Theoretical secondary (Three/four years)
 Practical secondary (two years)  Collage/University  
   Other education (indicate what)  ……………………… 

19. Indicate the level of your aggregated education(s), include both formal education and completed courses after your 
formal education: No             High  

1          2        3         4        5    

 a) Economics/marketing/sales…… 
 b) Product development/design………..    
 c) Technical/production/maintenance…… 

20. Estimate the length of your aggregated experiences in the following work categories, indicate the approximate length 
on the row where you have work experience:  

 a) Business administration/marketing/sales____________years   
 b) Product development/design    ____________years
 c) Technology/production/maintenance    ____________years 
21.  Estimate the number of years that you have been working in the current industry____________number of years.   

22.  If you include your previous experiences and your current position, estimate the total length of time that you have been 
working as a CEO____________number of years. 

Below follows 4 statements. Mark with a ”X” the alternative that best fit with your opinion. Alternative 3 
indicates that you neither agree nor disagree. 

Stronly    Neutral  Strongly   
disagree      agree   

23.  I enjoy working in rapidly    1        2         3         4        5
 changing market conditions………………….             
24.  Uncertainty around my firm reduces my   
 ability to do my best as CEO…………………             
25.  I often get annoyed when unforeseen events  
 interfere my planning…………………………             
26.  I like challenges that come from uncertain  
 market conditions…………………………….             

Your background – Part 6   

Business concept– Part 5 



In this section we ask you to reflect on the firm’s activities concerning 
products/services, production and markets. Please note that the questions 
distinguish between completely new parts, that is new to the firm, and 
improvements of current parts. Improvements means variants of current 
products/services, or working current customers, or improvements of production. 
Take your stand based on changes during the last three years. ”X” the alternative 
that fits best.  

Use the definitions of the concepts for your industy in the enclosed letter when 
you respond.

27 a.  Estimate the portion of improved products/services that
 the firm has developed and introduced for sales        0-19%    20-39%     40-59%     60-79%    80-100%          
 or completed based on a customer order during the last  

 three years. Portion of improved products of total products…….

   
27 b. Indicate your intuitive feeling for how your firms rate has been Much  Lower Equal       Higher      Much

(in comparison with important competitors) of improved lower      higher       Don’t know
 products/services that the firm has developed and introduced   1    2   3   4   5   

on the market alternatively completed on a mission for a customer           
   

       Very         Relatively     Neither     Relatively  Very    
27 c.  In total, are you satisfied or dissatisfied with the outcome   dissatisfied  dissatisfied satisfied or   satisfied   satisfied 

from the work with improvements of current                              dissatisfied  
products/services?         1           2   3   4   5

………………………………………………………………. ….             

28 a.  Estimate the portion of completely new products/services that 
 the firm has developed and introduced for sales or completed 0-19%     20-39%      40-59%    60-79%     80-100% 
         on a mission for a customer during the last three years. Portion         

 of completely new products/services of total products:………                       

28 b. Indicate your intuitive feeling for how your firms rate has been Much  Lower Equal       Higher      Much
(in comparison with important competitors) of completely new lower            higher       Don’t know 
products/services that the firm has developed and introduced   1    2   3  4     5     

 on the market alternatively completed on a mission for a customer                          

   Very         Relatively     Neither     Relatively  Very   
                                                                             dissatisfied  dissatisfied satisfied or   satisfied   satisfied  
                                 dissatisfied 
28 c.  In total, are you satisfied or dissatisfied with the outcome   1    2   3   4   5

from the work with completely new products/services?...............             

29 a. Looking at internal changes within the firm during the last 3 years, has the firm’s way of working in production in any 
way changed? 

  Not at              To some        In a great   
  all     extent          extent 
    1   2      3        4            5 

           
   

          Go to question number 30

PU
fråga 

27-28

Prod:
fråga 

29-30

Marknad 
fråga

31-32 

          

Development and Innovation – Part 7 



           
            Very            Relatively     Neither     Relatively  Very
          dissatisfied dissatisfied  satisfied     satisfied   satisfied   
29 b. In total, are you satisfied or dissatisfied with the outcome    or dissatisfied   

from the work with internal changes           1   2   3   4   5

in the production?............................................................................             

30.  Indicate your intuitive feeling for how the firm updates its work methods in the production (of both products and 
services) in comparison with important competitors:

                                                                    Less            Equally                   More 
   updated                      updated        updated 
      1             2              3            4                5 

 a) Uses the latest technology in production ………. ………….       

 b) Invests in new equipment/machineries …………..………….. 

31 a. Estimate the portion of sales that is rendered by        0-19%    20-39%     40-59%     60-79%    80-100%         
 customers that were not present three years ago.        

 Portion of completely new customers…………………………..            
          

Much Lower Equal  Higher Much
31 b. Indicate your intuitive feeling for how your firm’s rate has been lower     higher Don’t
 (in comparison with important competitors) in     1     2   3  4   5 know

 introduction on completely new markets..………………….……            

               Very         Relatively     Neither     Relatively  Very
          Dissatisfied dissatisfied satisfied     satisfied   satisfied  
                      or dissatisfied 
31 c.  In total, are you satisfied or dissatisfied with the outcome      1    2     3    4   5

from the work with gaining completely new customers? ………..
     

Much Lower Equal  Higher Much
32 a.  Indicate your intuitive feeling for how your firm,s rate has been lower     higher Don’t  
 (in comparison with important competitors) with     1    2   3    4   5                   know

 working the firm’s existing markets ..………...............................             
    

              Very         Relatively     Neither     Relatively  Very
                 dissatisfied dissatisfied satisfied      satisfied   satisfied   
                              or dissatisfied 
32 b. In total, are you satisfied or dissatisfied with the outcome      1    2   3     4   5

 from working existing markets?............................................ 

Thank you for your participation! 

Please, send the completed questionnaire in the attached post-free reply envelope as soon as possible 

         Number:                                     (for statistical treatment)  






