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Introduction

Resource acquisitions and resource management are important issues for small firms and
represent vital components of any coherent competence strategy. A growing body of research deals
with issues such as bootstrapping (e.g., Van Auken, 2005; Winborg, 2000); bricolage strategies (Baker
and Nelson, 2005; Garud and Kamoe, 2003); and resource cooptation (Starr and MacMillan, 1990;
Westphal et al., 2006). Despite the importance of the knowledge provided in this literature,
researchers have long observed a need for specific research on how small firms manage competence
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A B S T R A C T

Past research has neglected how small firms manage competence

acquisition. Based on transaction cost literature, this article

identifies competence acquisition management strategies and their

implications for performance. We explore this issue using survey

data from 842 small, knowledge-intensive firms. The results outline

four aspects of competence acquisition management: (1) compe-

tence absorbers, (2) social acquirers, (3) market acquirers, and (4)

nonacquirers. Furthermore, we hypothesized and found that

market acquirers score higher in terms of financial performance

than firms following the other strategies. The market acquirer

strategy proved particularly effective under conditions of high

dynamism.
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acquisition (e.g., McDermott and Coates, 2007; Teece, 1986). A literature review of small firms’
resource management strategies suggests that competence issues are of utmost importance for
competitiveness, and scholars have emphasized the need for research into managing such strategies
(see e.g., Kelly and Rice, 2001; Verdú-Jover et al., 2006; Wang et al., 2004; Wincent et al., 2010a;
Johansson et al., 2012).

Although small firms’ competence acquisition management has not been researched extensively,
there are certainly better and worse ways to handle the need for competence in a small firm. A main
criticism is that scholarly studies have not sufficiently examined theory nor opened academic dialogue
to understand the underlying orientations of smaller firms and how they acquire competence (Julien,
1998). We believe the transaction cost framework has much to offer for investigating competence
acquisition in small firms because it has been applied well to similar issues. To this end, the purpose of
the present research is to draw on this framework and general insights from the small firm literature
to outline a taxonomy of competence acquisition strategies to understand how small firms orient
themselves to this essential effort. In our taxonomy, we outline that some small firms seem to prefer
developing and promoting employees internally, others rely on friendship and social ties, and still
others seem to use pure market solutions. We also identify one group of small firms that appear to be
reluctant and chaotic in their orientation toward competence acquisition.

After empirically testing the relevance of our identified competence acquisition strategies in a
sample of small, knowledge-intensive firms, we compare the financial performance resulting from
using these strategies with the degree that the strategies are likely to improve performance. We also
examine whether the level of environmental dynamism influences the performance effects of using
various competence acquisition strategies. Therefore, we look for patterns of competence acquisition
in small firms and show how different strategies can influence firm performance.

The present study extends prior research in several ways. First, to our knowledge, no taxonomy
exists to classify how small firms orient themselves toward competence acquisition. Taxonomies
enrich the dialogue regarding suitable orientations and help us understand how smaller firms act
when acquiring competence. Second, although the literature indicates potential benefits for firm
performance from using various modes of competence acquisition, the benefits have received
limited empirical attention. Third, because the environmental context of small firms is
characterized by various degrees of dynamism, it is important to understand how strategy affects
small firm performance in various contexts. Prior research in small firm competence acquisition has
paid little attention to this contingency. We subsequently suggest that competence acquisition
strategies should be formulated to fit the environmental conditions that a small firm faces. It is thus
meaningful to study the strategies that small firms use in specific environmental contexts. Covin
et al. (1990) and Mohrman and Von Glinow (1990), for example, argued for the need to consider
environmental variables in studies addressing the content and performance of small firm strategies.
By including environmental dynamism in the present analysis, we contribute to introducing such a
perspective to the study of small firm competence acquisition. We posit that this variable is
particularly interesting to include because it can explain why a particular market mode of
competence acquisition is effective for smaller firms.

Prior research supports the fact that larger firms are turning increasingly to more innovative
external modes of acquisition (beyond mergers or entire purchases), and interest in using external
competence sources is on the rise (Castiaux, 2007; Lai et al., 2010; Lavie, 2006; Xu et al., 2012).
Several authors have described a historical trend among larger firms of a steady increase in using
external sources to acquire and develop technological capabilities and have highlighted the relevant
issues surrounding its success (see e.g. Schildt et al., 2005; Tyler, 2001). This may also be the case for
smaller firms (Thorgren et al., 2009; Wincent et al., 2009; Malmström and Wincent, 2012). As such,
although many factors may motivate the decision to seek and exploit external sources of competence
(for a comprehensive overview, see Hagedoorn, 1993), a moderating factor of particular academic
interest and practical importance is environmental dynamism (Dreyer and Gronhaug, 2004; Fowler
et al., 2000).

This article is structured as follows. The subsequent section discusses the relevance of transaction
cost theory for studying small firm competence acquisition. We then review the literature on
competence acquisition and outline why a specific set of strategies is likely among smaller firms. After

M. Malmström et al. / Journal of Engineering and Technology Management 30 (2013) 327–349328



https://isiarticles.com/article/80677

