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RESUMEN

El objetivo de esta tesis doctoral es contribuinuestro conocimiento sobre los determinantes e
implicaciones de las estrategias de crecimientagil®YMEs. Basada tanto en la perspectiva de ld&deo
de Recursos y Capacidades como en la de la Teoestdutional, examinamos tres preguntas de
investigacion. (1) ¢Cual es la relaciobn entre lapacidades tecnolégicas, recursos financieros y
capacidades relacionales con la estrategia demimtb que utiliza (organica, por adquisiciones o
hibrida, respectivamente) y qué efecto tienengiimén de propiedad intelectual, el acceso al aédia
confianza entre empresas en ella? (2) ¢Cudl esldaidn entre las estrategias de crecimiento y el
desempefio de las empresas en términos de supeigiveeriargo plazo, rentabilidad a corto plazo y
posicion competitiva, y qué efecto tienen el régirde propiedad intelectual y confianza entre engares
en ella? (3) ¢ Cual es la relacién entre la intenkitk las capacidades relacionales y el resultadcg
obtiene de colaborar con otra empresa del misntorséomando en cuenta el efecto de la estrategia d
crecimiento hibrido como mediador? Utilizamos datdgenidos de 450 respuestas obtenidas en la
aplicacion de entrevistas cara a cara con directgemerales de empresas en el sector de electrénica
tecnologia, informacién y comunicaciones en Méxic@plicamos diferentes técnicas estadisticas. Los
resultados soportan la mayoria de las relacionepupstas. Se discuten las implicaciones y las

direcciones para futuras investigaciones.



ABSTRACT

The objective of this doctoral dissertation is tmiribute to our knowledge about the determinants a
implications of SMEs growth strategies. Based oth®esource Based View and Institutional Theory
perspectives, we examine three research questfdhs/hat is the relationship between an SME’s
technological capabilities, financial resourcesqg ametworking capabilities with the growth stratety
follows (organic, acquisitive, or hybrid, respeeliy) and what effect do intellectual property regim
access to credit, and interfirm trust have on2§A{hat is the relationship between the growthtsgias
and the firms’ performance in terms of long termivawal, short term profitability, and competitive
position, and what effect do intellectual propesgime and interfirm trust have on it? (3) Whathe
relationship between the intensity of the netwogkicapabilities and the outcome obtained when
collaborating with another firm in the same sectaking into account the effect of the hybrid growt
strategy as mediator on it? We use data gatheoad 450 responses provided by face-to-face interwview
with CEOs in the Electronics, Technology, Informati and Communications sector in México, and
apply different statistical techniques. The ressitpport most of the proposed relationships. Inagihns

and future research directions are discussed.
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RESUM

L'objectiu d'aquesta tesi doctoral és contribuim@dtre coneixement sobre els determinants i imgbns

de les estratégies de creixement de les PimesadBadant en la perspectiva de la Teoria de Recirsos
capacitats com en la de la Teoria Institucionadn@rem tres preguntes de recerca. (1) Com ésakcige
entre les capacitats tecnologiques, recursos faran¢ capacitats relacionals amb I'estratégia de
creixement que utilitza (organica, per adquisiciortgbrida, respectivament) i quin efecte tener@gim

de propietat intel-lectual, l'accés al credit ctmfianca entre empreses en ella?. (2) Com édldaid
entre les estrategies de creixement i I'acomplindentes empreses en termes de supervivéncia a llarg
termini, rendibilitat a curt termini i posicié comditiva, i quin efecte tenen el régim de propietat
intel-lectual i confianca entre empreses en e(@?Com és la relacio entre la intensitat de lgmcHats
relacionals i el resultat que s'obté de col-labarab una altra empresa del mateix sector, prerment e
compte l'efecte de l'estrateégia de creixementditwm a mediador? Utilitzem dades obtingudes @e 45
respostes obtingudes en l'aplicacié d'entrevistess & cara amb Directors generals d'empresesseater
d'electronica, tecnologia, informacié i comunicasioa Meéxic, i apliguem diferents técniques
estadistiques. Els resultats suporten la majodaled relacions proposades. Es discuteixen les

implicacions i les adreces per a futures recerques.
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CHAPTER 1

DISSERTATION INTRODUCTION

1. Introduction and Problem Statement

Firm growth has been a subject of interest to laatkdemics and practitioners for decades. The
seminal work by Edith Penrose, published in 1956ppses that the ability of the firm to grow
is due to its productive opportunity set, whichdstermined by the way the firm uses its
resources. In this sense, it is important to realimt growth is not the norm, most firms start
small, live small, and die small (Davidsson et 2006), many of them not even managing to
survive. Despite the great amount of studies daoeitafirm growth, it is still a research topic of
substantial interest for researchers, becauseppertunity for business growth has changed, as
a result of advances in technology, transportatma, communication, among other things. The
ability to capitalize on these factors depends areat amount of factors, both internal to the
firm; such as the allocation of resources (Moren&ésillas, 2007), firm strategies (Pasanen,
2007), and communication tools (Feindt et al., 200&nd external to it; such as high levels of
unemployment (Capelleras et al., 2016), governrpelities (Pasanen, 2007), confidence in the
rule of law (Tonoyan et al.,, 2010), and economigutation (Capelleras et al., 2008). Firm
growth is viewed as desirable in several ways. Nbmilg, it generates greater profit for those
who have invested money in the firm. Growth alldiveis to employ more people, bringing
increased wealth to an area. The more a firm grakes,more opportunities it has to create
diverse products and services that can augmeraisabtlity and benefit, not only the immediate

people, but the institutional environment globais/well.



The interest of scholars in SMEs’ growth, particiylan the last decade, is due to their critical
role in job creation and immense contribution to gr@wth. They play an important role in the
economy (Storey, 1994; Davidsson & Delmar, 1997@stmof the new jobs are created by
existing SMEs (Davidsson et al., 1993pMEs make a remarkable contribution to regional
economic development. They are often the onlydieasngines of development, especially in
peripheral regions. They generate societal growthterms of new jobs and revenues. SMEs
create innovations, and they form flexible prodoicthetworks”(Pasanen, 2003, p. 13). The type
of SME and the capability for innovation it has egkevant to the impact of an SME’s growth, as
“empirical evidence notes a positive effect betwigam growth and innovation that differs
according to firm characteristics, the nature of rket selection and the geographical
environment’(Audretsch et al., 2014, p. 745)

Numerous papers have been written and researcheesattempted to explain the differences in
firm growth and performance attributable to diffezes in the firms’ resources. Unfortunately,
due to the broadness of the concept, this is nesiple. This is shown in the conclusion of the
literary review done by Macpherson & Holt, (2007,186): “We should also note that, given
that the impetus behind using systematic reviewlseiprovision of sound evidence bases upon
which future research can be directed, it is sonawionic that our findings suggest such a
base to reveal a myriad of often asymmetric refegiops between entrepreneurs, customers,
advisors, technologies that cannot be confined bysiagle set of classifications or
recommendations”Based on Edith Penrose’s (195R)eory of the Growth of the Firnthe
researchers’ purpose is to predict both a firm@agh and performance based on the variables
and factors that affect it, but the predictive, laxatory extent the models have is rather low

(McKelvie & Wiklund, 2010; Wright & Stigliani, 2012



Recent studies have tried to expand the studyfédrdnt growth patterns (Baum et al., 2001,
Delmar et al., 2003; Davidsson et al., 2006; ShepBeWiklund, 2009; McKelvie & Wiklund,
2010). 'We argue that the ‘how’ aspect of growth is a neagsand fundamental question that
needs to be better understood before we can turnatiantion to how much a firm groivs
(McKelvie & Wiklund, 2010, p. 261).

Due to this call, some authors have followed time bf research with their papers, like Pasanen
(2007), who identified strategic factors differexithg two types of growth firms, organic and
acquisitive growth SMEs. Another example is the kvoy Lockett et al. (2011), in which, based
on the Resource-Based View (RBV), they analyzedstguencing of growth strategies and
discovered the effect of previous rates of organd acquisitive growth on a firm’s future
growth. We decided to follow this research strearmacognizing that growth is not
unidimensional and that the growth strategies alwidge between the firms’ resources and
capabilities and their effect on performance. Thewgh strategies analyzed here are organic
(also known as internal growth), acquisitive (fsown as external growth), and hybrid (which
takes elements from the both) (McKelvie & Wiklur10). Each growth strategy is different,
therefore the resources and capabilities they resdiierent as well (Chandler & Hanks, 1994).
Previous studies have shown the different effebet technological capabilities, financial
resources, and the networking capabilities have pge venture growth strategies (Chen et al.,
2009) and their effects on the firms’ performaniceterms of long term survival, short term
profitability (Dvir & Shenhar, 1992; Haber & Reidh@005), and competitive position (Morris
et al., 2007; Zou et al., 2010).

Aside from the effect of the internal factors’ @liion, we discovered that these relations are

affected by institutional factors, which have bemralyzed by other authors (Baumol, 1990;



Gnyawali & Fogel, 1994). Specifically, institutidreffects through the evolution of political and
economic institutions stimulate or inhibit the fsimgrowth and performance (North, 1990;
Ahlstrom & Bruton, 2002; Bruton et al., 201a)he evolution of institutions has been diverse,
depending on the geographic and cultural contertaioh country or region. For the case of Latin
America, in contrast to the United States, aftértia¢ countries’ political revolutions, the
processes and institutions are controlled centri@igrth, 1991). In this sense, firms in Latin
America, especially SMEs, face difficult challengesorder to grow. Previous studies showed
that, in these economies, external factors, suchasoeconomic conditions and public policies,
may affect a firm's growth (Capelleras & Rabenti2008). This paper’'s empirical study was
done with Mexican firms. According to Hofstede'sabysis (2016), Mexico ranks high in
workforce, yet somewhat low in innovation. It bdidnefits and suffers from its proximity to the
United States. Mexico has a growing middle class anergy reserves and ranks as a highly
stratified, hierarchical nation with low individusin (Hofstede, 2016). Taking this into
consideration, we considered important to analyee rmoderating effect of the institutional
factors in relations between the respective ressuend capabilities associated with different
growth strategies and the impact they have overfithes’ performance. Based on previous
works, we selected the intellectual property reg{@andelin-Palmqvist et al., 2012), access to
credit (Carpenter & Petersen, 2002), and interfiunst in a business (Franco & Haase, 2010) as
institutional factors that moderate the antecedemd consequences of an SME’s growth
strategies.

To further analyze SME growth strategies’ and doehie proliferation of recent papers on
different forms of hybrid growth (Gulati, 1998; &dicet al., 2013; Scarbrough et al., 2013;

Panibratov & Latukha, 2014; Partanen et al., 2@hng & Wu, 2014; Bouncken et al., 2015)



and the outcomes obtained by cooperative arrangsniButler et al., 2007; Balestrin et al.,
2008; Clarysse et al., 2011), we decided to analyee relation between the networking
capabilities and two different outcomes of coopgeeadrrangements, in which there are different
levels of commitment while collaborating. The figitcome is when two firms in the same
sector collaborate to develop a new product invgviechnology transfer, collaboration that
involves a high level of commitment (Wessel, 20Btlie & Pavlou, 2006). The second is when
two firms in the same sector collaborate to outseyperipheral activities while looking to

reduce costs, collaboration that involve a low lesfecommitment (Agarwal & Ergun, 2008;

Vitasek & Manrodt, 2012). We pay close attentiondentifying the existence of the mediating

effect that hybrid growth strategy has over thedations.

2. Objective of the Dissertation and Research Queshs

The main objectives of this investigation are thikofving:

* To examine the relations between resource endowamehthe firms’ capabilities and the
growth strategy they follow, as well as the effeft some institutional factors as
moderators

* To identify how the growth strategy selected byiranfis related with the SME’s
performance, as well as the effect of some insbitad factors as moderators

* To analyze the relation between networking cap#dsliand the outcomes of different
types of collaboration, as well as the effect biyarid growth strategy as a mediator over
this relation

In this doctoral dissertation, | address three agsge essays attempting to respond to different
research questions: (1) What is the relation betwae SME’s technological capabilities,

financial resources, and networking capabilitieshwthe growth strategy it follows (organic,



acquisitive, or hybrid, respectively) and what effdo intellectual property regime, access to
credit, and interfirm trust have over it? (2) Wisathe relation between the growth strategies and
the firms’ performance in terms of long term sualjvshort term profit, and competitive
position, and what effect do intellectual propemrdgime and interfirm trust have over it? (3)
What is the relation between the intensity of nekivg capabilities and the outcome obtained
when collaborating with another firm in the sametse considering the effect of the hybrid
growth strategy as mediator over it?

To answer the first research question, buildingrenRBYV and the Institutional Theory (IT), we
selected three growth strategies, based on prevesgarch (McKelvie & Wiklund, 2010). We
believe that each growth strategy uses differerbueces and capabilities and has different
implications on firm growth, consequently genergtthifferent managerial challenges ( Penrose,
1959; Chandler & Hanks, 1994; Lockett et al.,, 20MM¢ believe some institutional factors
moderate positively these relations. Addressing 9beond research question, we agree with
previous studies saying that the choice of a grastitaitegy also affects the firms’ performance
(Zou et al., 2010). To measure the firms’ perforoem large firms, it is common to use
objective data, but it is difficult to obtain in &ME. Because of this, we chose to use the
objectives and aspiration levels of the CEOs sealkedch and the risk level they are willing to
undertake (Covin & Slevin, 1989) as our measuregh \this, we identified three groups by
subjective perceptual measures, which also magtytbwth strategies. Additionally, we argue
that some institutional factors moderate positiibky relation between growth strategies and the
firms’ performance. Regarding the third researcastjon and due to the amount of articles that
have recently studied both the interfirm collabiwetrelations (Todeva & Knoke, 2005) and

hybrid growth (McKelvie & Wiklund, 2010), we deciddo analyze the relation between the



networking capabilities and the expected outconfeSMEs when engaging in collaborative
relations with firms within the same sector, whicivolve different levels of commitment.
Specifically, we analyzed interfirm collaboratiomghose expected outcome is new product
development (Huang et al., 2011; Corallo et al.120and those relations whose expected
outcome is to outsource its peripheral activitidggrwal & Ergun, 2008; Vitasek & Manrodt,
2012). We paid close attention to identifying thestence of the mediating effect the hybrid
growth strategy has over these relations. We atigaiethe hybrid growth strategy mediates the
relation between networking capabilities and neadpct development, but it does not have any
effect over the relation between the networkingatdies and outsourcing the peripheral

activities. The Figure 1. Conceptual frameworktfor entire dissertation.

Figure 1. Conceptual framework
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3. Theoretical Context of the Research

3.1 Resource-based view

The roots of the RBV of the firm can be seen tobbsed on Penrose’s work (1959), who
considered the firm as a set of resources. A fimasurces can be defined as all tangible and
intangible assets that are tied to the firm inlatneely permanent way (Wernerfelt, 1984). The
RBV, introduced by Barney (1991), presented ailgetalefinition of resources and articulated
the full set of characteristics that make a resm@a@otential source of competitive advantage.
Resources can be classified into human, sociakiphly organizational, and financial (Greene et
al., 1997). To be considered a source of competiidvantage, a firm's resources must be
valuable, rare, imperfectly imitable, and irreplalole. A firm’s capabilities are defined as the
way the resources are used by the firm to imprtssperformance (Grant, 1991). The popularity
of the RBV of the firm has grown rapidly, since easchers have attempted to explain
differences in firm growth by differences in firresources (Pasanen, 2003). From the RBV, a
firm’'s tactical and strategic decisions are infloeth by its specific resource endowment
(Chandler & Hanks, 1994) and competitive advantegeconsidered to be based on the
combination of the firm’s tangible and intangib&sources and capabilities in order to attain its
objectives (Barney, 1991; Grant, 1991). The RBWjes a framework for increasing dialogue
between scholars from these important researchs angthin the conversation of strategic
management (Mahoney & Pandian, 1992). Since thdighigy of Barney’s seminal work
(1991), the proliferation of the resource-baseéaash within strategic management and related
disciplines has been quite extensive. Accordinth&éofocus of this thesis, some relevant works
are the one by Kogut & Zander (1992), in which thetyoduced the concept of combinative

capabilities and emphasized the importance of kedgé as a resource; and the one by Oliver



(2997), in which he suggested how the RBV and Théobether can better explain sustained
competitive advantage. Additionally, Ireland et (@003) introduced strategic entrepreneurship
as recognizing how firms identify and exploit epteneurial opportunities, establish and sustain
competitive advantages, and create wealth. In tieevledge era, the resources of an SME are
both tangible and intangible assets (Barney, 2081¢h as social capital (Kozan & Akdeniz,
2014) and knowledge (Chetty & Wilson, 2003). Fos$=@&ss (2005) built conceptual bridges
between RBV and property rights for intangible &ss&he resources and capabilities can be
heterogeneously distributed across competing fisnghese differences can be long lasting and
can help explain why some firms outperform oth@&arfey & Arikan, 2001). Recent works
have shown that superior firm performance incorfsr&oth resource-based and product market
dynamics (Barney, 2014). The RBV is used by stiateganagement scholars, and increasingly
by entrepreneurship scholars, to identify and erplgrowth and performance differences
between firms (Barney & Arikan, 2001; Mosakowski02; Thomas et al., 2002). We argue that
each growth strategy uses different sets of regeguand capabilities (Chandler & Hanks, 1994).
In order to answer the research questions, wetedldmm the existing literature three sets of
resources and capabilities related to the growtkteggies. The first are technological resources
(De Kluyver, 1977), which take into account allaesces related to research and development,
such as patents, algorithms, and trade secrets.s&bend are financial resources (McCann,
1991; Levie, 1997), which include the retained &ag® of the firm, the credit lines it has access
to, and the experience in stock allocation. Thedtlare related to networking capabilities
(Williamson, 1991), which include both personaktwith relatives, friends, and school friends

and the firms’ ties with chambers, colleges, arafgesional associations.



3.2 Institutional theory

North's (1990) institutional economic theory stateat institutions are rules defined by the
society to structure and encourage human interehamdpich can be political, social, or
economic. The evolution of institutions reflect® tway societies evolve. According to North
(1991, p. 97): Institutions are the humanly devised constraingt Htructure political, economic
and social interactioh

Economic activities are influenced by the formad amformal institutional environment in which
they occur (Williamson, 1975; Baumol, 1990; North990). The formal institutional
environment is based on government policies, lans, general regulations, like constitutions,
regulations, contracts, economic rules, propergyts, and laws. The informal institutional
environment is based on sociocultural factors,itiats, and more and is related with both the
individuals’ characteristics and the society’stattes as values, in other words, the culture of a
specific society (North, 1991). Growth is relatedtihe effect whereby political and economic
institutions, both formal and informal, promote imwl development of the economic
environment that then stimulates or inhibits thewgh and productivity of firms (North, 1991;
Gnyawali & Fogel, 1994; Bruton et al., 2010; Scof014). Institutions, through the
establishment of the rules of the game, play arody in determining whether firms will be
allocated in productive or unproductive directioasd this can significantly affect t productivity
growth. The fulfillment and trust in the legal st in any economy are prime determinants of
the profitability of activities (Baumol, 1990). Fboth previously established and for new firms,
institutional factors help or prevent finding busss opportunities. If the institutional conditions
are favorable, there is a stimulus for businesshoereize business opportunities within the

institutional environment. The institutional facdocontribute to enhancing the businessmen’s
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capability to start and manage a business (Gnyaf&logel, 1994). The institutional factors’
effect on growth and performance changes from anmtcy to another (Ahlstrom & Bruton,
2002). The firms’ challenge is to develop the capgof reacting to the institutional factors to
get a better position in a premeditated way, irst#asolely considering the institutional factors
as barriers for growth outside their control (Atdiri& Fiol, 1994; Ahlstrom & Bruton, 2002).
Historically, it has been shown that the allocatiand the management of resources are
necessary factors for business success (Hansenr&eviielt, 1989; Barney, 1991; Barney et al.,
2011). Additionally, it is clear that issues suslcalture, legal environment, tradition and history
in an industry, and economic incentives, can im@acindustry and, in turn, a firm’'s success
(Bruton et al., 2010). There are plenty of insigoal factors that affect growth strategies’
relations with the resources and capabilities efftms. To answer these research questions, we
selected the rights and intellectual property mide (Beck et al., 2005), access to credit

(Carpenter & Petersen, 2002), and interfirm tristq & Iglic, 2005).

3.3 Growth strategies

There are several definitions of strategy, amonghvive found: A strategy is the pattern of
plan that integrates an organization’s major gogiglicies and action sequences into a cohesive
whole. A well-formulated strategy helps marshal alidcate an organization’s resources into a
unique and variable posture based upon its relativernal competencies and shortcoming,
anticipated changes in the environment, and coetignoves by intelligent opponén{&rant,
2008, p. 17). In this definition, it is defined thge alignment of a firm’s resources facing external
factors. That is why we believe that the selectana strategy should be related to the
endowment of specific resources within the firm,ickh in turn, is affected by specific

institutional factors. An example is how a firmesito respond with the adequate allocation of its
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resources and capabilities when detecting an emviemtal market opportunity (Pasanen, 2007).
Previous studies, such as Weinzimmer's (2000),dawrt that a competitive-level strategy is a
determinant of a firm's growth. Several growth t@gdes have been presented in the
entrepreneurship literature (Pasanen, 2007). Froen growth management approach, it is
possible to classify growth strategies into thngees, each one with its different characteristics.
Edith Penrose (1959) established a clear distindiietween two of them. The first is internal
growth, also called organic, which refers to theatsgic focus on internal research and
development, applied to product development, erdrapeats, and extensions (McCann, 1991). It
is usually associated with genuine job creatiors@fan, 2007). The second is external growth,
also called acquisitive, which refers to forwardbaickward integration. It is more common in
older firms (Levie, 1997) and more mature industrigienrekson & Johansson, 2010).
Acquisitive growth is often known as a shift of golyom one firm to another (Pasanen, 2007).
The third growth strategy combines elements fronthborganic and acquisitive growth
(Williamson, 1991) and is called a hybrid growthagtgy. It can be defined asdhtractual
relationships that bind external actors to the fiah the same time as the firm maintains a
certain amount of ownership and control over how assets are usé@McKelvie & Wiklund,
2010, p.274). It can take a number of forms, inicigdranchising, licensing, alliances, and joint
ventures (McCann, 1991; Levie, 1997). Some of tieses have more presence depending on
the sector in which it occurs. In hospitality sestdranchising is an important form of growth
(Combs & Ketchen, 2003). In manufacturing and distion processes, licensing is a common
strategy, especially among young firms that needptementary assets (Arora et al., 2001). In
technological sectors, alliances and joint ventinrelp the firms share risksTéchnological or

research-based alliances essentially bring togettier specific and oftentimes tacit skills to
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collaborate on developing new technologies. Thigesaother firms from investing time and
resources into risky technology developnigiMcKelvie & Wiklund, 2010, p. 275).

The three growth strategies can differ systemdyicdbavidsson & Delmar, 1997) and are
determined by the intentions and objectives of fihm (McKelvie & Wiklund, 2010). We
consider relevant to emphasize this in three k@e@s. First, Penrose leads to the conclusion
that the choice between organic and acquisitivée(estve to hybrid) growth is a strategic one,
and that the three processes are fundamentallgreift in many aspects; each growth strategy
requires a specific endowment of the different veses and capabilities (R&C). Second, the
importance of carrying out this classification &t different growth strategies have different
implications on firm performance and, consequerdliferent managerial challenges (Penrose,
1959; Lockett et al., 2011). Third, there are tsibnal factors that moderate the relationship
between growth strategies and the firms’ R&C aackftect on firm performance.

As previously mentioned, growth based on resounessbeen studied throughout the years. In
this process of being studied, different milestoaed discoveries have been made. The Table 1
shows, in chronological order, some advances that bbeen made regarding this and by whom
these advances were made. In the same way, advanttes area of the strategies followed by
the firms have been made. In the Table 2, we orgdnichronologically some of the

contributions made in this field and that are ral#o this dissertation.
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Table 1. Progress in the research about growth baden resources

Main idea Study

1 Firms need to adapt to crises arisen from groBéling unable of doing so is one Greiner (1972;

of the main causes of firm failure. 1998)
2  Firms in different growth environments requiréfetient strategies. Chaganti (1987)
3  He studied an SME’s growth through the psychaalgberspective. Davidsson
(1989a)

4  There are three main strategies: build, or vartitegration; expand, or product Dsouza (1990)

differentiation; and maintain, or market dominance.

5  The orientation for growth and the resourcescaralitions necessary for growth toDavidsson

happen. (1991)

6 He made one of the most complete compilationesilts regarding studies about Storey (1994)

small firms.

7  Acquisitive growth is mostly present in largenfs. Anslinger &

Coperland (1996)

8  The specific characteristics of both managersfiamd and business strategies  Barkham et al.

affect small firm growth. (1996)

9  Firm success and growth is understood in diffiefemms, either through reaching Bridge et al.

the maximum potential or through getting to a catnfone. (1998)
10 The most important determinant for firm growgtthe strategy of the firm. Weinzimmer
(2000)
11 The main reason for SMEs not to grow is thesiwarto the same growth. Clark et al. (2001)

12 He presented four growth strategies: organievtfrpacquisition; strategic alliance; Thompson (2001)

and joint venture.

Source: Self-elaborated
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Table 2. Progress in the research about strategies

Main idea Study

1  Organic growth is related to internal expansiod enprovement. McCann (1991)

2  The main focus of internal investment is imprgvthe existing products and  Zahra (1991)
expansion of new technology.

3  The technological advances are based on the kdgelgathered and the ability Bell & Pavitt
to apply it in the long term. (1995)

4 The firms need to establish an appropriate glyati® survive and grow. Bhide (1996)

5 There is arelation between the characterisfitiseoentrepreneur and the type oAnderson (2003)
growth he/she chooses to follow.

6  Each growth strategy poses a different challemgkhas different effects over a Delmar et al.
firm’s performance. (2003)

7  Acquisitive growth is based on purchases andssimfjobs. Pasanen (2007)

8 There are different indicators for growth, ashasldifferent ways to obtain it. Achtenhagen et al

(2010)
9  Firms that grow by purchasing others tend tolterplarger. Henrekson &
Johansson (2010)

10 There are different growth strategies that ateeb suited for different firms McKelvie &
according to certain characteristics, such as size. Wiklund (2010)

11 It was shown how identifying opportunities hefpewth, and failing to do so  Hamilton (2012)
slows growth down.

12 The endowment of resources in different areaslaged to different forms of ~ Wright & Stigliani

growth. (2012)

Source: Self-elaborated
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4. General Context of the Research and Structure dhe Thesis

The influence of the context over the businessetsvities is relevant and varies to a greater or
lesser extent depending on the evolution of thenébrand informal institutions in each nation
(North, 1990). If we explore Mexican culture, wedithat it is a collectivist, highly hierarchical
society (Hofstede, 2016). Its strengths are a yaumdkforce and its proximity to the U.S., while
high levels of corruption and an intensifying wathadrug dealers are its weaknesses. The legal
system in Mexico is particularly bureaucratic ahe solution of conflicts between firms tends to
take longer than in developed countries. The iettlial property protection regime is still in
development. Therefore, even though most SMEs’ C&€ept the importance of intellectual
property in theory, in practice few of them actyativest resources in it, preferring to establish
high-trust bonds with other firms or individuals.ittWrespect to financing resources, there are
few alternative financing resources, such as angaistors or venture capital, compared to
developed countries. Financing is expensive andreélgeirements and guarantees to grant a
credit are not very appealing to SMEs.

Previous studies have shown that innovation ama growth in Mexico depend on both internal
resources and environmental, institutional factstssh as honesty, relocation ease, innovation,
physical infrastructure, collaboration, and interfitrust (Lemus et al., 2015). To perform this
empirical study, we selected the Electronic, Tetbgy Information, and Communication sector
(ETICS) in Mexico, because it is one of the fastgsiving sectors in the past decade, currently
with over 50,000 employees. 2,095 firms and, recipiof 4.560 billion USD of direct
investment in the last decade. Firms from this@wemte usually established in urban areas due to
access to key financial, technological, human amalMedge related resources (Capelleras et al.,

2013).
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To answer the thesis’s hypotheses, we developegstiqnnaire adapted from the model used in
different studies. Once the questionnaire was ddfinve performed a pilot trial and its results
helped us correct the wording of some items. Atftercorrections and through two collaborative
agreements with industrial association that cleste9% of the firms in the sector, we
administered the questionnaire through face-to-faterviews with the firms’ CEOs from the
450 SMEs in the sample. SMEs are, according t&@twetary of Economy, those firms with up
to 250 employees and annual sales of up to 15omiltiollars. Our sample matched the
geographical representativeness. To perform thistital tests in the first two essays, we
conducted ordinal least square regression analysige for the third essay we used a binomial
logit model.

This study is divided into five chapters. Briefljre contents of the remaining chapters are as
follows. In chapters 2 to 4, the empirical findirg® presented. Chapter 2 presents the research
findings of the relation between the endowmenthef SMES’ resources and capabilities and the
growth strategy preferred by them. We also identiiy institutional factors that moderate the
relation. In chapter 3 we show the relation betwgmwth strategies and the firms’ performance
while also identifying the moderating effect of samstitutional factors. In chapter 4 we analyze
the relation between the networking capabilitied ahe expected outcomes from the
collaborations between firms in the same sectotendmalyzing the mediating effect of a hybrid
growth strategy. Finally, chapter 5 summarizes thain contributions of this study and
underscores the major conclusions and implicatidrie limitations of this study are also
presented, along with some suggestions for furtheearch. Table 3 shows the dissertation’s

summary.
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Table 3. Dissertation overview

Essay One Two Three
Research . Is the selection of the SMEs . Is the selection of the SMEs . Are the networking
guestions strategic decisions based on specific sets performance objectives based on specific capabilities related to the expected
of resources? growth strategies? outcomes from the collaborative
. Are there institutional factors . Are there institutional factors that relations with firms within the same
that moderate the relation between moderate the relation between a growth sector?
resource endowment and the selection of strategy and a firm’'s performance? . How should the relation
a growth strategy? between networking capabilities and
different outcomes of collaborations
be mediated by the hybrid growth
strategy?
Theoretical . Resourced-Based View . Resourced-Based View . Network theory
framework . Institutional Theory . Institutional Theory
Research . Quantitative study . Quantitative study . Quantitative study
designs . Survey from 450 Mexican . Survey from 450 Mexican SMEs . Survey from 450 Mexican
SMEs . Ordinal least Square regression SMEs
. Ordinal least Square regression analysis . Binomial logit model
analysis
Key . There is a direct relation . There is a direct relation between . The strength of networking
findings between technological resources and organic growth to low risk-survival capabilities in SMEs increases the

organic growth, financial resources to
acquisitive growth, and relational
resources to hybrid growth.

. Interfirm trust has a positive
moderating effect in the relationship
between technological resources and
hybrid growth; credit access moderates
positively the relationship between
financial resources and acquisitive
growth.

objectives, acquisitive growth to high risk-
profit objectives, and hybrid growth to
neutral risk-competitive position objectives
. Intellectual Property has a positive
moderating effect in the relation between
organic growth and low risk-survival
objectives; interfirm trust has a positive
moderating effect in the relation between
hybrid growth and neutral risk-competitive
position objectives.

likelihood of taking part in co-
opetition relations.

. The hybrid growth strategy
is a mediating variable between the
networking capabilites and the
collaboration of firms in the same
sector to develop of new products.

. A hybrid growth strategy
does not have a mediating effect on
the networking capabilities and the
collaboration of firms in the same
sector to do outsourcing of
peripheral activities.

Source: Self-elaborated
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CHAPTER 2

ESSAY 1- FIRM CAPABILITIES AND GROWTH STRATEGIES:HE MODERATING

ROLE OF INSTITUTIONAL FACTORS

ABSTRACT
Building on the RBV and the IT, we decided to stiidg factors- both internal and external-
that affect the choice between different growtlatsigies in SMEs in an emerging economy.
We started identifying that there is a direct relatbetween technological resources and
organic growth, financial resources and acquisigvewth, and networking capabilities and
hybrid growth. We argue that the intensity of theskations are moderated by institutional
factors, such as a country’s intellectual prop@riytection, credit access, and interfirm trust,
respectively. We base our findings on 450 faceatsefsurveys with CEOs from firms in the
ETICS in Mexico. Managerial implications are algscdssed in the paper, as well as future

lines of researcH.

1. Introduction

Firm growth has been widely studied over the pastades, and even now it remains a subject
of great interest among academics, managers, alidy ppakers (Gilbert et al., 2006;
Wiklund et al., 2009; McKelvie & Wiklund, 2010). iBie the publication oTheory of the
Growth of the Firmin 1959 by Edith Penrose, most researches have fmised on
predicting and describing differences in growthesaby analyzing different variables and
factors that affect growth, yet almost all empirinaodels of growth have low explanatory

and predictive power (McKelvie & Wiklund, 2010; Wht & Stigliani, 2012).

! This paper was presented at th& Raking Organizations Meaningful Annual Meeting, duly 4th, 2016. We
are thankful for the observations and comments footh anonymous reviewers as well as the conferatteadees.
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In recent years, small firm growth has captivatesl attention of researchers (Gilbert et al.,
2006; Wiklund et al., 2009; Henrekson & Johans2810). It has been studied with different
approaches, but most previous empirical studieg tglto identify the reasons why a firm
may grow more than others (Baum et al., 2001; D=pad et al., 2006; McKelvie & Wiklund,
2010). Based on those studies we noticed that ieeaesubstantial heterogeneity in both the
theoretical framework and the amount of factoroessed with firm growth (McKelvie &
Wiklund, 2010). Most of the SMEs growth researcltuses mainly in the growth’'s
variability, regarding the quantity while ignorirtige different patterns of growth (Delmar et
al., 2003; Davidsson et al., 2006).

Because of this, the most recent researches on gnowth have widened the study of
different growth patterns (Pasanen, 2007). An exarapthis is the work by (Lockett et al.,
2011), who analyzed the growth strategies’ sequentd discover the influence of organic
and acquisitive growths’ rates over the future glovOther authors identified the effect that
an SME’s different internal characteristics, sustseale of operation, firm age, and product’s
and customer’s structures (Pasanen, 2007), or sfesr(Brenner & Schimke, 2015), have on
the growth strategies.

Our work focuses on this line of research and,nditeg McKelvie & Winklund’s calling
(2010), we decided to analyze the antecedents @ivtgr strategies. Built on the RBV
(Barney, 1991), our starting point is that specR&C are associated with different growth
strategies (Chen et al., 2009; Zou et al., 2018hadSing a specific growth strategy generates
different challenges for the management of the {iDelmar et al., 2003). We selected three
growth strategies, based on previous researcheKdMe & Wiklund, 2010). We believe
that the growth strategies require and use difteR8aC (Chandler & Hanks, 1994). Firms

pursuing organic growth are likely to place empfasi technological resources (De Kluyver,
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1977); firms pursuing acquisitive growth have sgrdimancial resources (McCann, 1991;
Levie, 1997); firms pursuing hybrid growth focus a@trong networking capabilities
(Williamson, 1991).

Once identified the relation between the R&C anel ghowth strategies and using the IT’s
approach, we identified that some institutionatdeg also affect a company’s growth, just as
discussed in previous works (Baumol, 1990; Pasa?@dy). In this sense, some emerging
economies with weak institutions are particularlha@cterized by having unstable
environments and more unexpected changes of thergJerircumstances than the developed
economies do (North, 1990; Bruton et al., 2010;zD8aVassolo, 2010). Some studies in
Latin American economies show that external, ingthal factors, such as macroeconomic
conditions and public policies, may affect a firngiowth (Capelleras & Rabentino, 2008).
Basing ourselves on previous studies that anallgeeiristitutional factors’ effects on the
firms’ growth, we selected the intellectual progemtgime (Candelin-Palmqvist et al., 2012)
as a moderating factor in the relation betweenneldgical resources and organic growth.
Similarly, we consider that the access to crediargénter & Petersen, 2002) is an
institutional factor that moderates the relatiotwsen financial resources and acquisitive
growth. Also, we argue that interfirm trust (FrankoHaase, 2010) moderates the relation
between the networking capabilities and hybrid dhow

There are few studies that analyze both the intermé the institutional factors and the effect
they have over the decision-making process forgitwavth paths (Pasanen, 2007). In our
model, growth strategies are influenced by insohdl factors associated with a firm’s
resource endowment: the greater the resourcesatdbanto the firm, the greater its growth
will be, according to the growth strategy chosere Mge the RBV’s approach and the IT as

the analytical framework.
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This work focuses on SMEs in the ETICS in Mexicecduse we consider it a relevant
subject due to the lack of studies analyzing grosithtegies in Latin American economies
and that, despite the recurrent crisis, the sdwdsrshown a continuous growth. We used a
self-developed database with 450 observations|trektace-to-face surveys with the SMES’
CEOs in the year 2014. We expect this study to hetper understand the antecedents of the
growth strategies followed by the Latin American B

This article is organized as follows: first, theelature review examines the previous
theoretical and empirical literature on the topiext, the hypotheses are stated. Then, we
describe the data and the variables and we présemesults. Finally, we discuss our results

and highlight the conclusions, future researchslimad limitations of our work.

2. Theory and Literature Review

2.1 Growth strategies

During the last decades, different approachesudysgrowth have been developed, and so
they have opened several ways to study it. Ther@isingle theory that can explain firm
growth (Weinzimmer, 2000; Dobbs & Hamilton, 2007aépherson & Holt, 2007). Firm
growth in general refers to an increase in sizest\d the growth studies are related to one or
more theoretical perspectives to derive hypoth&sesmpirical testing. An example of this is
the work by Wiklund & Sheperd (2009), in which theayalyzed a series of factors that affect
a firm’s growth from five different perspectivesnteepreneurial orientation, environment,
strategic fit, resources, and attitude. There ¢®msiderable amount of empirical studies and
most of them use independent variables to predierences in growth rates across firms and
to examine the aspects that increase or limit dgrofdiahra, 1996; Davidsson & Delmar,

1997; Weinzimmer, 1997; Achtenhagen et al. 2010e&nEhough there have been attempts to
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develop an integrative model of small firm growthe results show that there is a low
concurrent validity for a number of growth measuaed a high variability among them over
time (Wiklund et al., 2009). Previous works’ resuthare the conclusion that models are
typically only able to explain a limited portion tfe differences in growth among firms, as
shown in the work by (McKelvie & Wiklund, 2010), which they identified the potential
empirical and theoretical explanations for why thdsnitations occur, such as unit of
analysis, differences in modes of growth, variatiorgrowth rates over time, indicators of
growth, and differences in the willingness to grow.

Using a different approach than generating newiptigd models for growth, the most recent
researches on firm growth have focused on analygiogvth based on different growth
patterns, also known as growth strategies (Davidesal., 2006; Pasanen, 2007; McKelvie
& Wiklund, 2010). A relevant definition we found way Grant (2008). He stated that a
strategy was a plan to allocate a firm’s resounces personalized way, based on the internal
characteristics, the institutional environment'sucpes, and the market’'s opponents, to fulfill
the objectives, while maintaining the policies loé firm. Based on this definition, we believe
that the growth strategy chosen should be aligngd different institutional factors. This
process is similar to that when a firm perceivésisiness opportunity (Pasanen, 2007).

From all the growth strategies, we selected thfée. difference between two of them was
made by Edith Penrose (1959). The first is orggnmevth. According to McCann (1991), it is
about growing internally through research and dgwelent. The second is acquisitive
growth. This strategy is more common in older, mmaure firms (Levie, 1997; Henrekson
& Johansson, 2010) and it deals with changing asaetl jobs between firms (Pasanen,
2007). The third strategy is hybrid growth, whielkeés elements from the other two strategies

(Williamson, 1991). McKelvie & Wiklund (2010) defed it as using external actors to aid
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oneself while maintaining the control of the asset®sted. Since each strategy is different
and follows different objectives and intentions yi2isson & Delmar, 1997; McKelvie &
Wiklund, 2010), we believe that the selection oé trowth strategy should be strategic,
because they need a different endowment of R&C aedinfluenced by the institutional
environment of the firm. Growth strategies are moitually exclusive. We identify them as
preferences in specific growth mechanisms relatedhe allocation and combination of
resources of the firm, in contrast with other awhthat see them as a choice between
different ways to attain growth. Penrose (1959)gssted that there are limits to both organic
and acquisitive growth:The significance of merger [and acquisition] carsbbe appraised

in the light of its effect on and limits to intetrgrowth’ (Penrose, 1959, p. 4). The limit for
organic growth is when firms establish routined thmit their capacity to combine resources
(Nelson & Winter, 1982). Therefore, for this anadyswe consider that, by preferring a

growth strategy, the intensity of the others isucst.

2.2 Firm resources and capabilities

A firm’s resources are all the assets controlledth®y firm itself (Wernerfelt, 1984) and a
firm’s capabilities are defined as the way the weses are used by the firm to improve its
performance. The RBV assumes that each organizegtiarcollection of unique R&C, firms

acquire different resources and develop unique lkies based on how they combine and
use the resources by following a defined stratéaiit, 1991), influenced by the individual
perceptions about opportunities and the entreprshskills (Capelleras et al., 2013). Not all
of the firm’'s R&C have the potential to be the fdation of the firm’s growth. There are
three types of resources: tangible, such as equipr@nd, and financial; intangible, such as

technology, trade secrets, and reputation; and hureach as know-how, capacity for

25



communication and collaboration, and motivationai@y 2008). One of the main challenges
for SMEs’ managers is to properly allocate thesotaces to develop a competitive advantage
(Barney, 1991).

There is a considerable number of studies thatyaeahe relation between the firm's R&C
and their effect in the firm’s growth (Gibb & Dagie1990; Smallbone et al., 1995; Keogh &
Evans, 1999; Churchill & Mullins, 2001; O’GormarQ®; Correa et al., 2003; Davidsson et
al., 2006;). Particularly, as stated previouslgamic growth focuses on internal research and
development, applied to product development. Tloeeefit is necessary that it has strong
technological R&C, such as patents, algorithms, teeme secrets, in order to achieve product
breakthroughs (Zahra, 1996). Similarly, the acdisigrowth focuses on the integration,
both vertical and horizontal. Therefore, it is res@@y to have strong financial resources.
Finally, hybrid growth focuses in establishing parships and other forms of association,
allowing the SMEs to participate in markets thatuldootherwise be inaccessible to them.
Because of this, it is considered essential forfitimes to develop networking capabilities in
order to grow (Kogut & Zander, 1992); the capapilib build alliances has become an
important factor to grow (Kale & Singh, 2009).

In recent years, the relations between specifitofacand growth strategies have been
analyzed in the works by Chen et al. (2009) and &aal., (2010). Nevertheless, we consider
that said relations are affected by institutioradtbrs from the firm’s environment. Thus we
extended previous works by analyzing the moderatanogor the institutional factors have

with the help of the IT.

26



2.3 Institutional factors

According to the IT, institutions regulate the piokl, social, and economic interactions,
either through formal factors, such as laws ang@my rights, or through informal factors,
such as traditions, customs, and codes of condiartt{, 1991). Applying this to a firm, the
firm growth is influenced by institutional conditis, as it has been studied in the past
(Gnyawali & Fogel, 1994; Bruton et al., 2010; Scél14).

Some of the previous studies did analyze firm ghowahd its relation with institutional
factors, such as rights and intellectual properotgztion (Beck et al., 2005), access to credit
(Carpenter & Petersen, 2002), institutional andrimersonal trust in SME development (Rus
& Iglic, 2005), government support programs (Kedltvans, 1999; Becchetti & Trovato,
2002; Delmar et al., 2003; Fuller-Love, 2006), oaél cultural factors (Anderson, 2003), and
adverse regional conditions, like unemploymentt tb@an be barriers for firms’ growth
(Capelleras et al., 2016), or the urban/rural cantéhere the firms are located (Capelleras et
al., 2013). Most of the authors studying this issigeee that the institutional environment
affects the businesses’ operations (Aidis, 20055 Rulglic, 2005; Dickson et al., 2006;
Gilman & Edwards, 2008; Hessels & Terjesen, 2008 &lleras et al., 2010, 2016; Franco &
Haase, 2010).

By analyzing the relation between the R&C and thewth strategies, we discovered that
organic growth is related to the endowment of tetbgical R&C (Zou et al., 2010).
Especially in high-tech industries, the developnaend acquisition of technological resources
are expensive processes. Additionally, the knowdeggotection is of great importance
(Candelin-Palmqgvist et al., 2012). If the envirommeffers a credible compromise to
guarantee the property rights over time, the cdstpmtection decreases. Regarding

acquisitive growth, we discovered that it is retiate the financial R&C of the firm (Zou et
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al., 2010). An environment with multiple sources fafancing provides the firms more
options that contribute to the reduction of capdast in the acquisitions (Levie & Autio,
2008). We also discovered that the hybrid growthelated to the networking capabilities.
The cost of protecting oneself from the opportuaisehavior (Gulati, 1998) is related to the
level of interfirm trust (Kitching & Blackburn, 199.

Depending on the geographical and cultural conteftsa region, institutions evolve
differently. In Latin America there is a centralima of the processes and institutions, which
is a characteristic of some Western economies [INdA®91). We selected the intellectual
property protection (IPP), credit access, and fintertrust as factors that have a positive

effect in the regulation of the connection betwdenR&C and the growth strategies.

3. Hypotheses Development

3.1 Resources and growth strategies

As we have mentioned before, growth strategiesddferent processes, requiring different
managerial resources and capabilities. Differeebtétical papers, such as the one by Gilbert
et al. (2006), have pointed out that the growthtetties depend on the different allocation
and combinations of resources done by the firms.cdfesider the technological resources
and capabilities (TR&C) as the set of resources @pmhbilities that allow a firm to make
effective use of the technical knowledge and skilisluding the absorptive capacity. TR&C
are among the fundamental determinants of sucodbe ihigh-technology industry (Kogut &
Zander, 1992; Liao et al., 2003). TR&C measure fiha’s ability to either develop or
improve products or services or optimize its prdiducprocesses (Kuivalainen & Megdad,
2005). TR&C are the result of the absorption of firev's research and development

outcomes by the company (Bell & Pavitt, 1995). TR&f@ not mobile or easy to transfer

28



resources. Since they have to stay at the firmy é@meourage it to grow internally. Internal
growth requires SMEs to possess advanced techoalogapabilities to have product
breakthroughs (Zahra, 1996).
Due to the above, the firms that assign resoui@dkeir processes and their technological
products and have the capability of making thendpective will tend to grow in an organic
way (Lockett et al., 2011). Previous works foundtthirms in emerging economies invest in
TR&C when pursuing internal growth (Zou et al., @Q1When allocating resources to
acquisition of TR&C, the availability of funds isduced for other acquisitions (Bamiatzi &
Kirchmaier, 2014). Therefore, we hypothesize:

H1 The endowment of technological capabilities @sifively related to

organic growth strategy.

Financial capital has been considered essentidhéogrowth of firms (Barney, 1991; Grant,
1991). Access to financial capital is arguably itinest widely recognized factor as a promoter
of business growth (Levie & Autio, 2008). Finanaiasources have been studied by scholars,
due to their ease of being transformed into othedsk of resources (Correa et al., 2003;
Delmar et al., 2003; Davidsson et al., 2006; AuioAcs, 2010). We define financial
resources as all the firm’s resources that enabt®strain the strategic growth decisions of
the firm (Gilbert et al., 2006). Most of the youB§IEs may not have financial resources to
buy other businesses, while the older and wealfiviers can grow by acquisitions (Levie,
1997; Pasanen, 2007). Usually, the SMEs that grpadguisitions are larger and older than
firms growing organically (Delmar et al., 2003; Wikd et al., 2003), since their consolidated
processes and strong financial resources help pheahase an existing business (Becchetti &
Trovato, 2002; Carpenter & Petersen, 2002; Bedld.e2005). Still, acquisitive growth can

also be a mechanism to attract external advancguthaéogy (Jones et al., 2001). Penrose
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considered the acquisitive growth’s antecedentddothe organic growth’s limits:The
significance of merger [and acquisition] can bestdppraised in the light of its effect on and
limits to internal growth”(Penrose, 1959, p. 5).
Previous empirical works found that firms with sci#nt financial capital can choose
aggressive external growth directions (Zou et2010). Empirical studies have shown that
10% of the ventures grew primarily through acqigss (Delmar et al., 2003).
Therefore, we can hypothesize:

H2 The endowment of financial resources is pogjtiveelated to

acquisitive growth strategy.

The evolution of information systems has facilithieommunication between firms, which
has contributed to an increase of relations asithybrms of growth. With this form, firms
work together and share assets and profits to gueshmmutual growth. To facilitate these
relations, the firm must have strong networking atalties (Kogut & Zander, 1992).
Creating some form of association allows the fimparticipate in markets in which it would
not be able to enter on its own (Kale & Singh, 2008oreover, the firms share not only
profits, but risks as well. Potentially, associatiorms may ease the flow of resources
between organizations (Dickson et al., 2006). Tédation between networking capabilities
and success has been intensively studied in smalhéss literature:iriclude resource-rich
ties into their personal networks, such as potémtigopliers and customers, since these links
have been found to exert a positive effect on bpded and growth{Capelleras & Greene,
2008, p. 338); higher levels of networking capdiesi contribute, in turn, to favor innovation
(Camps & Marques, 2014) and are associated witatgrdirm performance (Aldrich et al.,
1987; Dowling, 2003). Other researchers have atdedhthat successful knowledge transfer

and learning through networks require specific aoskills (Macpherson & Holt, 2007). The
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role of the human and relational capital in thestfifew years of a business’s life is
fundamental for the SMEs’ future success (Hormigale 2011). Previous studies have
shown that Chinese firms with various network tietaghips will tend to prefer partnership
growth strategy above organic growth and acqussigvowth (Zou et al., 2010). Recent
empirical studies (Li et al., 2008) have shown tBMES use partner selection, governance
structure, and alliance scope as substitute mesimartio protect valuable technological assets
from appropriation in R&D alliances. Because ofsthive argue that firms that develop

networking capabilities follow a hybrid growth degy and we can hypothesize that:

H3 The endowment of networking capabilities is ooy related to

hybrid growth strategy.

3.2 Institutional factors as moderators

The institutional environment affects a firm’'s gibwand performance in different ways.
Similar firms, in fact, behave differently, due ttee different perception of the institutional
environment that the directors have. The availgbibf the information related to the
institutional factors in Latin America is limiteds it has been pointed out in previous studies
(Cuervo-Cazurra et al., 2014). For example, trat@mal firms trying to do business in Latin
America need to possess in-depth knowledge ofébhsand country in which they wish to
get established, not only counting with the R&C dexk for success (Pefa-Vinces et al.,
2016).

In knowledge intensive sectors (KIS), intangibésets are today’s value drivers (Bollen et
al., 2005). Nevertheless, one of the barriers veshin the R&D of existing firms is the lack
of a solid IPP regime (Franco & Haase, 2010). Tistitutional forces play an important role

in the degree of investment in different internabaurces (Balbinot & Bignetti, 2007).
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Particularly in the technological industry, knowgedmanagement in business is a crucial
aspect to create revenue, to defend the firm’s etithyge position, and to survive (Candelin-
Palmquvist et al., 2012). The development, sale,li@edsing of knowledge takes place within
an institutional environment, where a solid IPPimegworks as a catalyst in the pursuit of
growth through investment in technology (HerreraL&ra, 2005). Authors like La Porta
(1999) have demonstrated that the efficiency apedrtegrity of the institutional environment
affect a business’s performance, and those cosnivith a better institutional development
tend to have larger firms (Kumar et al., 1999; Betlal., 2005). Particularly in Mexico, the
IPP regime is still in development. The legal syst#besn’t operate at the necessary speed to
avoid affecting businesses’ growth negatively. Efare, even though most of the SMEs
recognize the importance of registering and protgdheir intangible assets, only a few of
them actually do it. The perception of managersamdigg the commercialization of
technological resources, like protection againgemqa and industrial secrets’ theft, will
moderate the investment in a firm’s TR&C (Herr&ad.ora, 2005). In summary, the IPP
influences the decision about organic growth binetogical resource allocation. Therefore:
H4 The IPP moderates positively the relationshipnmeen technological
capabilities and organic growth; such that the siger the IPP regime, the

stronger this relationship is.

For acquisitions to occur, there must be both kersahd a buyer, both of whom expect to
gain from the transaction (Penrose, 1959, p. 1B2)nost cases, business acquisitions are
made using a mix of resources compounded by thveir financial resources and debt; low
debt costs encourage debt-financed acquisitionskgtt et al., 2011). SMEs are financially
more constrained than large firms and are les$/ltoehave access to formal financing (Beck

et al., 2005). In emergent economies, such as teeiddn one, one of the most important
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problems of an SME is related to the quality angasfuneness of the financial resources
(Aidis, 2005; De Clercq et al., 2010; Franco & Haa®010). Access to credit is particularly
restricted due to the lack of guarantees requioedbtain financial resources (Aidis, 2005;
Rus & Iglic, 2005). The perception of the manadewswd the ease of obtaining good quality
financial resources will depend, aside from bardnf) on the existence of exterfiaancial
capital, including informal investors, business elagand venture capital (Franco & Haase,
2010), and will allow him to perform acquisitiois.recent years, some empirical works have
demonstrated that loan rejection rates have ineteaharply, and so has the level of
discouragement among firms (Wright et al., 2015)siYf (1995) argued that access to credit
and the firm’s financial resources are critical téms for the SMES’ success; in some
countries, the access to credit requires the farhave networking capabilities (Witt 2004).
Sometimes firms had to employ political strategeeget access to creditn‘some countries
the capacity to obtain finance may depend on famdynections rather than on the
willingness to pay a certain interest ratgeibenstein 1968, pp 73-74). On the other hand,
McCann (1991) argues that in mature firms” capited been obtained through a combination
of public equity offerings and credit; this is pamarly for acquisitions. An additional factor
affecting access to credit in SMEs is that altemeatorms of financing, such as crowd-
funding, may be useful, but are used by few SMigg, t a lack of guarantees and/or credit
history (Wright et al., 2015). In the environmerttere this study was conducted, there were
very few alternative sources of financing, such agel investors or venture capital.
Moreover, high commissions and interest rates ctaiae commercial loans from banks in
Mexico, making this financing source unattractioe SMEs. Since the real estate crisis of
1996, the credit designated for SMEs has beenfaignily reduced, adversely affecting the

business environment.
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H5 Credit access moderates positively the relatigmsbetween the
financial resources and the acquisitive growth &gy; such that the stronger

the credit access is, the stronger this relatiopshi

With regards to hybrid growth, in order to collabia, firms need to be in harmony with their
institutional conditions (Pasanen, 2007). One ef main external barriers to grow through
this strategy is the owners’ and managers’ skegticiowards outside help (Ghobadian &
Gallear, 1996). Societies with a high level of tremable actors to base their business
relationships on trust rather than contracts; iditeeh, when actors rely on trust, it is usually
institutional trust, rather than interpersonal trfRus & Iglic, 2005). When a company seeks
an ally, either for a short- or a long-term relatido obtain some resource that it does not
have, it often opens the firm up to the potental dpportunistic behavior (Dickson et al.,
2006). To protect itself, the firm can elaboratagaand complex contracts, or simply trust
that its partner will not take advantage of itbdfth parts receive similar benefits, the latter is
cheaper and it will promote continued use of hylgidwth. Thus, interfirm trust influences
the strategic decision of growth. In societies wehenterfirm trust is low, the cost of writing
and executing the kind of complex contracts necgssa control the potential for
opportunism is very high, which, in turn, affectsetfirms’ performance (Teece, 1986).
Inversely, in societies where trust promotes largat coexistence, competitors from one
sector can overcome the limitations of their indual capacities by sharing (Dickson et al.,
2006). To collaborate, firms require the creatidradousiness environment that is growth
enabling (Wright et al., 2015). Interfirm trust pelfirms in collaborative arrangements
strengthen their competitive position. Operatingaim environment with lower costs of
alliances’ transactions, by substituting them whitbher trust levels, would be motivating for

the firms to choose hybrid growth (Kale & Singl®08). Interfirm trust refers to the level of
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trust that a partner will not exploit the vulnetdlds of the other (Gulati, 1998), thus
avoiding the potential for opportunistic behavigrdiliance partners. In Mexico, an important
factor is the speed with which the legal systemkspsince it is an additional cost to create
complex contracts. Firms with high interfirm trygissess a cheaper means to look after their
interests through hybrid growth than the ones tlatot trust the business environment.

Because of this, we hypothesize:

H6 Interfirm trust moderates positively the relatship between
networking capabilities and the hybrid growth, sutttat the stronger the

interfirm trust is, the stronger this relationshg

Figure 2. Model proposed and hypotheses
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4. Methodology

4.1 Data and sample

Following the recommendations made by Davidssoralet(2006, p.387) “.the use of
homogeneous samples allows one to use operatiatiahzthat is maximally relevant for the
particular type of firm or industfy the study sample consisted of SMEs operatinghan
ETICS in Mexico. The ETICS industry has been ontheffastest growing sectors in Mexico
in recent years; during the last 10 years it hasimclated direct investment worth 4.560
billion USD. It has generated 47.590 billion USDe&rports and has created about 50,000
jobs. The analysis focused on SMEs, using theifilzason of the Secretary of Economy that
considers as SMEs those firms that have 250 emgdoged annual sales of up to 250 million
of Mexican pesos, or 15 million USD. The questiareavas designed to be administered
face to face to the CEOs from the firms in the damphe questionnaire was written in
Spanish, and multiple item constructs were usedadutition, experts from the sector were
consulted to validate the instrument and to avoidunderstandings in the questionnaire’s
wording. Most of the answers were expressed oikertLscale, where 1=strongly disagree;
5=strongly agree. The rest are ordinal or quantgatariables. We conducted a pilot project
in the city of Guadalajara and we realized theidifty of collecting primary data. To ensure
the attainment of data, we hired the firm BERUMEM.S which is one of the most
prestigious companies in Mexico for the collecteod processing of information. To collect
data from the full sample we signed two cooperatigeeements, the first one was made with
the National Association of Computer Technology a@dmmunications Distributors
(ANADIC) and the second one with the National Chambof Electronic,

Telecommunications and Technology Industry (CANIETthich together represent 99% of
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the firms in this sector in Mexico. The universece the duplicates and unreachable firms
were removed, was 2,095 firms all over the counfiygn which 1,092 (52.1%) ones are
located in Mexico City, 556 (26.5%) in Guadalaj8883 (18.7%) in Monterrey and 54 (2.6%)
in other states around the country. As mentionex@fthe firms from this sector are usually
located in urban areas due to access to key fialaechnological, human and knowledge
related resources (Capelleras et al., 2013).

Each one of the three most common cities in théystoeing three of the most important ones
in the country, has a different context and charétics. Mexico City is the capital of the
country and covers an area of 1485°kih is located in the center of the country andsit
divided into 16 independent delegations. The weathenostly mild and semi-humid and is
located in a valley with different heights, the nmaxm height is 3930 MASL and the
minimum is 2240 MASL (Mexico City’'s Government, &)1 According to INEGI (2015),
there were 8.918 million people living there andithmain economic activities are tertiary
(INEGI, 2014b). Mexico City is one of the most innfamt places of the region, being
awarded “2016 #1 Touristic Site to Travel” by thewN York Times and “2018 World’s
Design Capital” by the International Counsel of i8tes for Industrial Design (ICSID)
(Mexico City's Government, 2016).

The city of Guadalajara is 1560 MASL and coversagra of 2734 ki having a population
of 5.5 million people. It is located on the westsitle of the country and it is the capital of the
state of Jalisco (Vive Guadalajara, n.d.). Guadedajs considered as the city with the
greatest potential for foreign investment, being fifth best future city and the second place
in economic potential in North America (Secretafyeconomy, 2010). In terms of economy,
the state of Jalisco is the fourth most producimaying the 6.5 % of the country’'s GDP

(INEGI, 2014a) and, according to the Secretary afriomy (2010), it received the 6.5 % of
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the foreign direct investment of the country. Asilem the economy, Guadalajara is a
popular place for tourism, since it has 322 architeic monuments and 30 modern art
galleries (Vive Guadalajara, n.d.).

Monterrey is known as the “industrial city of Meafcdue to its economic development. It is
located in the North of the country and is the tmf Nuevo Leon state. It covers 1.2 % of
the area of the state (Monterrey’s Government,) radd has a population of 4.2 million
people, making it the third biggest city in the oty (ITESM, 2014). According to Lamudi
(2016), the state of Nuevo Leon got the 21 % offtneign direct investment and the main
activity of the region is the automobile industgenerating over 3 million cars per year.
Additionally, the state generated 7.3 % of the ¢ots GDP, being the third entity with the
highest percentage (INEGI, 2014a).

Of the firm total, 90% have less than 30 employé&8p of total are less than 10 years old.
The pilot sample included 25 firms; the resultspkdl us to correct the wording of some
items. Later, we sent e-mails to the CEOs requgshiair participation in this research. From
the positive answers, face-to-face appointmentseweade with CEOs in Mexico City,
Guadalajara, and Monterrey; in the rest of theesithe contact and survey were made by
telephone. A team of 11 professionals was trainecbhduct the surveys and they developed
the application of surveys for 12 weeks. In thaltsample, there were 450 valid responses,
from which 40% were firms located in Mexico City8% in Guadalajara, 23% in Monterrey,
and 9% throughout the rest of the country, ensur@pgesentativeness of the sample respect

to the universe. The characteristics of the CE@geesented in Table 4.
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Table 4. Sample characteristics

Frequency % Frequency %
CEO Nationality Business Cycle
Mexican 446 99.1 Early Stage 26 5.8
Non Mexican 4 0.9 Initial Growth Stage 126 28
Growth Stage 240 53.3
CEO Sex Mature Stage 55 12.2
Male 352 78.2 Unanswered 3 0.7
Female 98 21.8
Company age until 2014
eCdEu?:aTiiglraeIs(tjegree Between 1 and 5 153 34
Elementary school 1 0.2 Between 5 and 10 124 27.6
High school 95 21.1 Between 10 and 15 76 16.9
Technical 73 16.2 More than 15 97 21.6
College 238 52.9
Master/PhD 41 9.1 S'Ermzegg{fmp'oyees
None 2 0.4 Less than 30 402 89.3
Between 30 and 60 22 4.9
CEO Additional
Management Between 60 and 100 10 2.2
Courses
Yes 133 29.6 Between 100 and 200 12 2.7
Not 314 69.8 More than 200 4 0.9
Unanswered 3 0.7
Business Sales during 2014
(million pesos)
CEO Age Less than 1 177 39.3
Less than 20 years 1 0.2 Between 1 and 20 201 44.7
Between 20 and 30 127 28.2 Between 20 and 40 14 3.1
Between 30 and 40 136 30.2 Between 40 and 60 2 0.4
Between 40 and 50 113 25.1 Between 60 and 80 3 0.7
Between 50 and 60 58 12.9 Between 80 and 100 5 11
Between 60 and 70 11 2.4 Between 100 and 120 3 0.7
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Table 4. Sample characteristics (continued)

More than 70 years 4 0.9 Between 120 and 140 1 0.2

Between 140 and 160 2 0.4
Family Business More than 160 2 0.4
Yes 249 55.3 Unanswered 41 9.1
Not 201 44.7

Company Location

Mexico City 181 40.2
Monterrey 103 22.9
Guadalajara 125 27.8
Other 41 9.1

Source: Self-elaborated

4.2 Variables

The selection of variables included in the studyswaade taking into account previous
studies. All the questions used were translate8p@anish. We presented the questionnaire to
both academics from the business area and directdiee business chambers in which the
survey was applied. We also ran a pilot test tauenthe understanding of the questions and
the measures’ validity and accuracy. The variabkessured are presented below, starting
with the description of the dependent variables.

Growth strategiesthe growth forms proposed by McKelvie & Wiklundo@) were used in
the survey. Two items represented organic growthtesyy. The first one related the firm’'s
growth and internal development, both physical hochan. The second item reflected the
firm’s growth based on research and developmemieaf products, in pursuit of continuous
innovation. The acquisitive growth strategy wasoatepresented by two items and was
measured by the firms’ acquisition of other firmis lusiness units, both in related and
unrelated businesses. Similarly, the hybrid grosfitategy contained two items. The first

related a firm’s growth with licensing (buying cgllng) technology to or from other firms.
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The second related growth with the establishmerangf kind of partnership contracts, such
as franchising, licensing, and joint ventures.

Technological capabilitiesThey included the assets and the ability to mdfectve use of
technological knowledge, in addition to the resesrivested in research and development
for both product improvement and new product degwaslent (McCann, 1991). Some
questions regarding the amount and importanceitiredssigns to investment in R&D and
new products’ development were included. Also, astjon about patent development and
property rights was included, as well as the legklimportance that the personnel's
recommendations have on future tasks (Zou et@LOR

Financial resourcesMost of the scholars agree on the availabilitfiméncial resources as a
main factor for a firm’s growth (Delmar et al., Z)OWViklund et al., 2003; Davidsson et al.,
2006). Nevertheless, financial resources can bateeklto various aspects of the firm’s
activities. To measure this asset, we relied obésils (2006) approach, in which this factor
was related to how financial capital influencesatgtgic decisions in the firm. The survey
addressed two issues: a) internally retained egsramd debt, and b) resources obtained from
public equity offerings and financial intermediarie

Networking capabilitiesThey included all the partnership relations of tine: internal and
external links, including personal networks. Thems asked about interpersonal (friends,
family members, colleagues) and interfirm (governtregencies, professional associations,
investors) relationships based on strong tiesetfl., 2006).

IPP: It included four questions. The first was relatedtie perception of the adequate
protection of the intellectual property by the M legal system. The second was if it is
thought that the level of intellectual property tgidion had increased in the last decade. The

third was about whether the intellectual protectiegime had an influence on the decision of
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to acquire intangible assets. The fourth askethef dtrategic role of property’s rights had
increased in the firm (Bontis, 1998).

Credit Accessit included general questions about the adequadhefiinancial system, as
well as specific questions about credit accesstlam@ase with which the required paperwork
to apply for a credit could be gathered (Rus &dgl005).

Interfirm trust: Since this is a broad concept, for this papernameowed it down to the trust
between firms, the trust given by the legal envinent to do business with other firms, and
the trust that firms have on their business past@ad, in the same way, with their clients
(Rus & Iglic, 2005).

It is important to clarify that the moderating effeof the last three variables, IPP, credit
access, and interfirm trust, was analyzed by fogntivo groups. The first group included the
companies that have a high perception and the detloe ones that have a low perception of
each variable. This division was done for eachalde individually. To separate the sample,
it was necessary to perform a similar analysish® median split used in previous works
(Autio & Acs, 2010). Still, because the variablegrer measured by multiple items, we
calculated the mean of the items as the valuehcorresponding variable (Wu et al., 2012)
and we divided the groups according to the medialnes Respondents above the mean were
classified as high perception and those belowpwalerception of each institutional factor.
Control variables:Prior studies have utilized firm age and firm smeasured by the number
of employees as control variables (McCann, 199N iddson & Delmar, 1997; Wiklund et
al., 2003). We also considered the type of firmethier it is family firm or not, as a control

variable.

42



5. Statistical Analysis and Results

5.1 Statistical analysis

Two exploratory factor analyses (EFA) were devetbpsing SPSS; both use the maximum
likelihood extraction method and VARIMAX rotatioihe first corresponded to items related
to internal (R&C) and external (institutional) facd of the firms; the second one related all
the items related to growth strategies.

The results of the first EFA showed the existenfcgofactors that we named, technological,
financial, networking, intellectual property, crediccess, and interfirm trust, which was
consistent with the expected model solutions. Likewthe results of the second EFA of all
items of growth strategies, showed the existencehode conceptual growth strategies,
organic, acquisitive and hybrid. Both the KaiseryigieOlkin statistic and the Bartlett's Test
of Sphericity yielded satisfactory results. All comnalities were above 0.5. The cumulative
variance represented by all the sets of factors avas 73% (appendix 1). The correlations
and descriptive statistics for the factors estighated control variables are presented in Table
5. As can be seen for the first 9 variables, thexaye was zero and the standard deviation was
1, since the variables calculated from the EFA whiered an orthogonal rotation. Table 5
shows that there was no correlation between theperdent variables.

Reliability tests were carried out to ensure the scales in the questionnaire produced
consistent results for the variables. The Cronksmelpha of all of the constructs was above
0.70, which shows there is a satisfactory religbdif the scales. Discriminant and convergent
validity tests were conducted to test the validifyall of the measures used. Convergent
validity can be tested with a measurement model.téBb the convergent validity of the

measurement model, a confirmatory factor analySIEA) was conducted using AMOS 22,
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which resulted in a satisfactory modef.gs=1.592, incremental fit index (IFI) = 0.976,
normal fit index (NFI) = 0.938, comparative fit x| (CFIl) = 0.976, and root mean square
error of approximation (RMSEA) = 0.036. Thus, coment validity was achieved.
Discriminant validity was also achieved by condugtiChi-square difference tests, whereby
correlations between pairs of constructs were yrestimated and then constrained to one. In
each instance, a significant lower Chi-square & llase model was obtained, indicating
satisfactory discriminant validity (Bagozzi & Yi,022). All the results obtained for the
coefficients of factor loadings are significant €p0.001) (see appendix II). Appendix I

shows the measurement model.
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Table 5. Means, standard deviations, and correlatits of antecedents of growth strategies

Variables 1 2 3 4 5 6 7 8 9 10 11
1. Organic growth 1

2. Acquisitive growth 0 1

3. Hybrid growth 0 0 1

4. TR&C 0.666 0.054 .065 1

5. Financial resources 0.099 0.256" 0.111 0 0 1

6. Networking capabilities -0.146°  0.013  0.593 0 1

7.IPP 0.250 0.086 0.009 0 0 0 1

8. Credit access -0.025  0.608" 0.002 0 0 0 0 1

9. Interfirm trust 0.058  -0.047  0.300° 0 0 0 0 0 1

10. Firm age -0.050 0.169  0.025 -0.020 0.050 -0.073 011  0.176°  0.060 1

11. Firm size (number of employees) 0.015  0.153 0.047 0.035 0.072 0.017 -0.110 0.022 0.106  -0.056 1
Mean 0 0 0 0 0 0 0 0 0 8.32  17.10
Standard deviation 1 1 1 1 1 1 1 1 1 6.02 36.13

**_Correlation is significant at the 0.01 level
(2-tailed).

*, Correlation is significant at the 0.05 levelt@ied).
a. Listwise N=450

Source: Self-elaborated
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As previously mentioned, we recognize that growthtsgies are not mutually exclusive. The
discrete choice approach we suggest in this stsduraes that a growth strategy is preferred
over the other two and we established the reldietween some R&C with each of the growth
strategies independently. To analyze both the R&@Dt the institutional factors’ effect over the
growth strategies, the hypotheses were tested Wit for each growth strategy. Because of
this, the results are shown in 3 different tablEab{e 6 to Table8), whereby in each table 3
models are considered. The first model only comsidiee control variables; the second model
includes the independent variables regarding theCRé&e third model analyzes both the
institutional factors’ effect and the interactiomsfects. The objective was to observe changes in
the predictors’ relationship to the dependent VéeiaThus, the following three models were

tested for each growth strategy independently:

Y, = p0 + 1 control variableg + &,

Yn = p0 + 1 control variableg + 2 resources and capabilities variablese,

Y, = pO + f1 control variableg + 2 resources and capabilities variabjes f3 institutional

factor variable+ 4 interaction +e&p

Where:

Yn= growth strategy (organic, acquisitive, or hybrid)

5.2 Results

The results revealed that firms with strong tecbgiglal capabilities are positively relatedtie

organic growth strategy3€0.661,p<0.001), therefore hypothesis 1 is supported. & game
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way, firms with strong financial resources were ifpesly related tothe acquisitive growth
strategy [=0.384,p<0.001), thus hypothesis 2 is supported. We fahad hypothesis 3 is also
supported, because firms with strong networkingabdpies were positively related tthe
hybrid growth strategy pE0.622, p<0.001). We also found that financial resourcesewer

statistically significant and have a positive riglatwith all growth strategies.

Table 6. Resources and capabilities and organic gath strategy of the SMEs

(Non-standardized g coefficients. Robust standard errors are in parenthses. )

Variables Model 1 ddel 2 Model 3
Control

Firm age -0.009 (0.008) -0.004 (0.006) -0.004 (8)00
Firm size 0.001 (0.002) 0.001 (0.001) 0.001 (0)001
Family business -0.084 (0.097) -0.057 (0.071) -8.®1068)

Resources and capabilities

Technological 0.661 (0.039)" 0.614 (0.045)
Financial 0.130 (0.035)" 0.095 (0.035)
Networking capabilities -0.097 (0.040) -0.101(0.038)

Institutional effects

IPP 0.139 (0.046)
Interaction

Technological*IPP 0.065 (0.043)
R square 0.004 0.468 0.486

F 0.57 65.066 52.048"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Table 7. Resources and capabilities and acquisitigrowth strategy of the SMEs

(Non-standardizedf coefficients. Robust standard errors are in parenthses. )

Variables Model 1 Model 2 Model 3
Control

Firm age 0.011 (0.008) 0.013 (0.008) -0.004 (0.006)
Firm size -0.002 (0.001) -0.002 (0.001) -0.002 ga)O
Family business 0.011 (0.097) -0.001 (0.088) 0(@0372)

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effect

Credit access

Interaction

Financial*Credit access

R square 0.007
F 1.10

0.011 (0.047)
0.384 (0.046"
0.037 (0.047)

0.156
13.617

0.076 (0.035)
0.167 (0.040)"
-0.030 (0.035)

0.569 (0.047)

0.113 (0.041)

0.452
46.56"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborate
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Table 8. Resources and capabilities and hybrid groth strategy of the SMEs

(Non-standardizedf coefficients. Robust standard errors are in parenthses. )

Variables Model 1 ddel 2 Model 3
Control

Firm age 0.005 (0.008) -0.002 (0.006) -0.006 (0.006)
Firm size 0.002 (0.001) -0.001 (0.001) -0.001 (@)00
Family business 0.010 (0.095) -0.011 (0.074) -0.0a74)

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effect

Interfirm trust

Interaction

Networking capabilities*Interfirm

trust

R square

F

0.074 (0.041)
0.113 (0.038)
0.622 (0.038)"

0.003 0.399
0.55 49.047

0.013 (0.040)
0.100 (0.038)
0.533 (0.041)

0.277 (0.049)

0.102 (0.037)

0.448
44.692"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated

Regarding the moderating effect of institutionattfas, we did an analysis of the interactions

between the SMESs’ resources and capabilities aadirtstitutional factors The moderating

effect of the IPP was not statistically significasb hypothesis 4 is not supported. About the

2 The moderating effect was also proven through msbanalysis, dividing the sample into two. Thestfigroup
included those firms with a high perception of thstitutions’ environmental effects, and the second, the ones with a low
perception. We further developed the OLS for bathugs and compared their results. To determinkeifrhoderating effect of
the institutional variables is statistically sigo#nt, we developed a t test to compare the samfficient from a model in two

groups of the moderating variable.
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moderating effect of credit access, the resultsveldoa statistically relevant moderating effect of
the credit access over the relation between fimhnmesources and capabilities and acquisitive
growth (=0.038,p<0.05), therefore hypothesis 5 is supported. Watpards to interfirm trust's
moderating effect, the results showed a statigficgsignificant effect in the interfirm trust's
moderation over the relation between the networkimggbilities and the hybrid growth strategy
(p=0.090,p<0.05), therefore hypothesis 6 is also supported.aFbetter understanding of these
results, we present the corresponding interactiots in Figure 3 and 4.

Figure 3. Moderating effect of credit access on theelation between financial resources and
acquisitive growth

Moderator effect of credit access

Low financial resources High financial resources

-0.40 m—

-0.60 ===Low credit access e====High credit access

Source: Self-elaborated

Figure 3 shows that higher credit access increthgestensity of the relation between financial
resources and acquisitive growth. In other worllerd is a positive moderating effect of credit

access over the relationship between financialuregs and acquisitive growth.
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Figure 4. Moderating effect of interfirm trust in t he relation between networking
capabilities and hybrid growth

Moderator effect of interfirm trust
Low networking capabilities High networking capabilities
0.80

0.70

0.60

0.50
0.40
0.30
0.20
0.10

0.00
-0.10
-0.30 ==L ow interfirm trust ====High interfirm trust
Source: Self-elaborated
Figure 4 shows that higher interfirm trust increagbe intensity of the relation between

networking capabilities and hybrid growth. In otlwesrds, there is a positive moderating effect

of interfirm trust in the relationship between netking capabilities and hybrid growth.

Additionally, robustness tests were done, includamalysis for the subsamples, particularly
validating them by size and age with a median sphe results were consistent for all cases and

are shown in appendix IV.
6. Discussion and Conclusions

The present study contributes to the literaturdirom growth from its less studied dimension, by
analyzing the antecedents of the strategic growtlistbns. During the data recollection process

of both the internal and the external institutiorfattors, we found out that recollecting
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information in emerging markets, such as the Mexiocae, is more complex than in developed
economies (Cuervo-Cazurra et al.,, 2014). In thepsanwve found three growth strategies,
organic, acquisitive, and hybrid, and, even thotinghselection of growth strategies is a dynamic
process that can change through time, we found tthexe exists a differential impact of
resources on growth strategies, which has beerpia froposed by researchers in the past
(Gilbert et al., 2006; McKelvie & Wiklund, 2010) h& results presented here are noteworthy in
providing empirical evidence that demonstratedrtiations between the R&C and the growth
strategies chosen by the SMEs. Similarly to othehars, we discovered that the possession of
intangible assets, such as the knowledge and tafegmployees, is fundamental for the firms’
growth and to improve its competitive position (BieeCazurra et al., 2014).

We found that those firms that allocate resoutoesvest in research or development of new
products or develop their own patents and intaegéassets with their own processes, while
having the capacity to use the technical resou(des & von Zedtwitz, 2008), to find new
products or improve the existing ones (Haeusslatzeé®, & Zahra, 2012), tend to prefer the
organic growth strategy, as seen in previouslyistudirms from different countries (Zahra et
al., 2006; Chen et al., 2009). We also found a weakut statistically significant, relation
between the firms with solid financial resourcesl arganic growth strategy. This can be
explained due to the ease by which financial resesiare transformed into other types of assets,
such as intangible assets.

On the other hand, we recognize that financiabueces are vital for firm growth (Barney,
1991; Grant, 1991). We found that those firms wsithid retained earnings and that have access
to alternative sources of funding prefer the adtués growth strategy. We also found

statistically significant evidence that shows thahs growing by acquisitive growth are larger
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than others, because the firms with more senidwye consolidated processes that allow them
to build retained earnings, which is consistenthwitrevious studies (Delmar et al., 2003;
Wiklund et al., 2003). We found that 15 % of ther® in the sample grow following the
acquisitive growth strategy, which is consistenthwprevious studies (Delmar et al., 2003).
Somewhere in between are those firms that establisiness relations through their existing
relations with friends, family, schoolmates and igborganizations; they prefer the hybrid
growth strategy over the other ones. The hybridvgnostrategy includes partnership relations
with others firms, either licensing or buying oflieg technology from other firms. The hybrid
growth strategy is based on consensual, profedsiefstionships that are operationalized by
contracts (McKelvie & Wiklund, 2010). The firm musave strong networking capabilities that
allow it to make agreements with other firms (KoguZander, 1992). We found that those
firms who prefer the hybrid growth form as strateggported having strong networking
capabilities, which is consistent with previousdsts carried out in different cultural contexts
(Zou et al., 2010). We also found a weaker, butistteally significant, relation between the
firms with solid technological resources and hylgidwth forms, which can be explained as we
mentioned before, hybrid growth takes parts from ather growth strategies. Particularly, the
ETICS is a knowledge intensive sector, in which imeestment on technological resources
increases the level of attractiveness of the filmo&ing to associate. Selecting business partners
is a strategical process that protects the firmrigible assets. Both strong and weak ties play
an important role in the hybrid growth strategyqrs et al., 2001).

Our study contributes evidence regarding the unstibal factors’ effect on the previously
mentioned relations. As we argued, institutionsehan influence on economic behavior and

performance (Gnyawali & Fogel, 1994; Veciana & Urba2008; Bruton et al., 2010). The
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evolution of institutions in Latin America has bedifferent than that in Europe and the United
States (North, 1991). Institutional conditions g explain why firms with similar R&C have
different business performance in developed ecoesrand in emerging economies (De Clercq
et al., 2010). Most of the previous empirical workgree that institutional factors influence
SME growth (Keogh & Evans, 1999; Becchetti & Traya2002; Delmar et al., 2003; Fuller-
Love, 2006; Capelleras & Hoxha, 2010); howevemasauthors have found that, in emerging
economies, institutional barriers are not a majdluence on the firm’'s growth (Capelleras &
Hoxha, 2010).

Institutional forces play important roles in thevdlpment of both technological capability and
absorptive capacity (Balbinot & Bignetti, 2007)efious studies have demonstrated that one of
the barriers to invest in R&D for existing firmsawa lack of trust in rights and IPP (Franco &
Haase, 2010). In our study we found that there @iract and statistically significant effect
between the IPP and organic growth. Despite thiscamtrary to our expectations, we have not
found statistically significant evidence supportiticat IPP moderates positively the relation
between the TR&C and organic growth. This is priypalecause the intellectual property law is
not robust in Mexico and the SMEs’ directors’ trissfust in theory, but does not influence the
business decisions they make.

According to the moderating effect of access taityén Mexico access to credit is particularly
restricted, due to the lack of guarantees to olfiaencial resources; only 20% of the SMEs
meet the requirements requested by banks to otrtadit, which causes the financial costs to be
high and unattractive, and thus inhibit growth (&jd2005; De Clercq et al., 2010; Franco &
Haase, 2010). We found that credit access modepaigtively the relation between financial

resources and the acquisitive growth strategy.
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One of the greatest external barriers for hybriowgh is the skepticism towards outside help
(Ghobadian & Gallear, 1996). We found a positine atatistically significant effect between
interfirm trust and hybrid growth, as well as engat evidence that supports that interfirm trust
moderates positively the relation between netwarkoapabilities and the hybrid growth
strategy.

In conclusion, we found the existence of a relatietween the allocation of certain R&C and
the growth strategy chosen by an SME. We discovardulect relation between the TR&C and
the organic growth strategy. Similarly, there isetation between the financial R&C and the
acquisitive growth strategy and a relation betwten networking capabilities and the hybrid
growth strategy. Additionally, we extended previaisdies by analyzing the moderating effect
of institutional factors. We found that credit asg€emoderates positively the relation between
financial resources and capabilities and the aduas growth strategy. We also found
statistically significant evidence that demonssateat interfirm trust moderates positively the
relation between networking capabilities and thieritygrowth. Contrary to our expectations, we
did not find statistically significant evidencepgoove that the IPP moderates the relation between
TR&C and the organic growth. Overall, our findinggprove our understanding of the internal
and institutional antecedents that influence thetesgjic decision making of the SMEs.

Different R&C are related to different growth segies, moderated by certain institutional
factors. Firms ignoring, or unaware, of this fadli e at a disadvantage when trying to reach
their objectives. CEOs must take this into congitien when considering where to endow their
resources: in TR&C when following organic growthm financial R&C when following
acquisitive growth; in networking capabilities whésillowing hybrid growth. With organic

growth, SMEs need to invest in R&D and to develepriproducts, patents, and processes. With
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acquisitive growth, they need to have access terdifiit financial sources, including low cost
capital internally generated or from bank loans #@. With hybrid growth, making use of
previous relations and having strong networkingatélfiies are necessary elements to create

alliances.
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CHAPTER 3

ESSAY 2- BUILD FOR FAME, BUY FOR FORTUNE AND BORROWOR FRIENDS:

GROWTH STRATEGIES AND SMES’ PERFORMANCE

ABSTRACT

While the determinants of firm performance havenbte focus of lots of research, there is a
lack of studies examining the relation betweengremince and growth strategies. Answering to
the call made by some scholars on this matterwestigated the causal relations among growth
strategies and the performances of the SMEs in BETI€ Mexico. The most valuable
contribution of this work is the analysis of thestitutional factors’ moderating effect,
particularly of the IPP and interfirm trust, ovaidrelations.

Findings indicate that performance, measured whijleatives and the aspiration levels pursued
among SMEs, is related to the growth strategieg siedected. We found that certain firms that
are conservative and risk averse preferably decidgow organically, building a firm step-by-
step and pursuing long term-survival, and thusehifame. On the other side, we found that
some other firms that are aggressive and willingtake risks decide to grow by buying
companies, aiming to increase their fortune by owjrg financial profits in the short term.
Finally, we included a third group of firms whoserformance objectives and aspirations lay
between those of the previous groups. This grooys & improve their competitive position by
sharing both risks and profit. Because of this,omasider them as risk neutral; they choose to
grow by borrowing-giving R&C, in other words, theiens make business friends that allow
them to improve their competitive position.

We also found that relations between growth stiagegnd growth objectives are stronger in

those firms that trust the most on both IPP (formakthanisms) and on high-trust relations in
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business transactions (informal mechanisms); this imanagerial implications that are also

discussed in the paper.

1. Introduction

Growth and firm performance have been the focudotsf of research, though most of the
performance literature has concentrated on forggpgte result of different variables associated
to the firms’ performance. Nevertheless, there lack of studies examining the performance
effects of growth strategies ( Davidsson & Delmi&®97; Delmar et al., 2003; Davidsson et al.,
2006). In accordance with recent literature revisjomost of the empiric works about growth
published in management and entrepreneurship jsuthaing the last decade have explained
differences of growths rates, leaving aside the waywhich growth occurs (Shepherd &
Wiklund, 2009; McKelvie & Wiklund, 2010).

In accordance to the recent call made by somelash{Gilbert et al., 2006; McKelvie &
Wiklund, 2010), we decided to study the way in viahgrowth occurs and its relation to the
SMEs’ performance. We analyze three paths of gravamely, organic also called internal,
acquisitive or external (Penrose, 1959), and hybrichixed (Williamson, 1991). The importance
of carrying out this classification is that diffategrowth strategies have different implications on
the firms’ performance and, consequently, differeminagerial challenges (Penrose, 1959;
Lockett et al., 2011). Firm performance has bedaresively studied and analyzed from different
dimensions (Davidsson & Delmar, 1997; Becchetti i&@vato, 2002; Gilman & Edwards, 2008).
It is usual in large firms with public informatiotg measure performance by using objective
data. Nevertheless, due to the difficulty in obtagnobjective data from the SMEs, we decided
to use subjective measures, considering the CE{@stokes and aspiration levels (Morris et al.,

2007; Zou et al., 2010) and risk level they ardimgl to undergo (March & Shapira, 1987).
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Three measures of performance were employed andateelinked to a certain level of risk
considering arex antecontext; in other words, considering risk as thmamifiable level of
uncertainty regarding the future result of a decisiln this case, the decision is choosing a
growth strategy (Grifell-Tatjé & Marqués-Gou, 2005he first category consists of those low
risk-conservative firms, seeking to survive in tbeg term (Cooper et al., 1994), what we call
gaining fame. The second is made up with highfirgks aiming to aggressively obtain financial
profit in short term (Dvir & Shenhar, 1992; Haber Reichel, 2005). According to the
conventional economic theory, profit should be Key performance indicator (Jarvis et al.,
2000), as profit allows them to increase their Wealvhat we call gain fortune. The third is
composed by firms that we called neutral risk, Wwheege willing to share resources and profit
with partner firms in order to strengthen their qatitive position (Morris et al., 2007), so they
are seeking business friends.

In addition to the role played by growth strategig®vious studies have demonstrated that the
SMESs’ performance depends on the institutional dand they face. Some empirical studies
have proved that a favorable institutional envirenin improves a firm’s performance
(Audretsch et al., 2014; Williams & Vorley, 2015)hile other studies have found that an
adverse institutional environment should not nsaely have a negative impact on firm growth
(Bamiatzi & Kirchmaier, 2014). Particularly in Ki&nowledge is the asset that creates a
substantial part of the added value of companiesutih patents, industrial secrets, and other
intangible assets (Bennett, 1998; Kumar et al..91%eck et al., 2005; Brenner & Schimke,
2015). In that sense, trust in the IPP system ateffirm trust play an important role in the

SMEs’ performance. Therefore we are including im study the analysis of the moderating
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effect of IPP and interfirm trust (Clarysse et &011; Audretsch et al., 2014; Williams &
Vorley, 2015).

Prior empirical works on Eastern economies (Zowalet2010) show that firms’ performance
varies as a function of the growth strategy setectdowever, because the evolution of
institutions in Latin American economies has be#fer@nt from that of the Eastern economies
(North, 1990), institutional and environmental tast have a different effect on businesses in
Latin American economies (Capelleras et al., 20Ih)erefore, it becomes interesting to prove
such relations in a different cultural context. Weed a self-developed database with 450
observations, result of surveying the director§MEs in the ETICS, most of them located over
the 3 largest cities in Mexico. It is expected thas study will help better understand how
growth strategies influence in firms’ performanodich is relevant due to its theoretical and

managerial implications (McKelvie & Wiklund, 2010).

2. Theory and Literature Review

2.1 Growth strategies

Most of the growth literature for the past fiftyars has concentrated on understanding why
some firms grow more than others, following therapph ofThe Theory of the Growth of the
Firm (Penrose, 1959) that aims to identify resources tbatribute to the growth of firms;
growth has been conceptualized and measured iereliff dimensions. The growth model
presented by Penrose is based on leveraging tloeirces of the firm as well as growth
opportunities, when managers are not able to eitleatify or exploit growth opportunities, then
growth slows (Hamilton, 2012). Under this approaater time various relationships between

growth and resources have been analyzed, like tistirgy relationship between entrepreneur
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characteristics and growth (Smallbone et al.,, 19B&um et al., 2001; Anderson, 2003;
LeBrasseur et al., 2003), the resource configunagiod endowment to achieve growth (Fuller-
Love, 2006; Wright & Stigliani, 2012), and the raé&innovation as one of the main sources of
firm growth (O’'Cass & Sok, 2013; Audretsch et aD12). There is a considerable amount of
literature reviews carried out in recent yearsteslao growth, for example those carried out by
Delmar (1997), Weinzimmer (1998) and Achtenhageralet(2010). Most of the empirical
studies are focused on examining the determinantermure growth (Davidsson et al., 2006;
Gilbert et al., 2006; Macpherson & Holt, 2007) Ime tanalysis of a large number of dependent
variables that explain the variations of groveth a quantitative increasenost of the studies
attempt to seek explanationshamv muchirms grow (Achtenhagen et al., 2010).

Despite the great number of studies already mduerdasults of the empirical works are not
convergent and the researchers have been unahderttfy variables that have a consistent
effect on growth across studies. The analysis wsiésl, variations in time, and differences in the
growth forms, among other things, can explain thig results of empirical studies show models
able to explain only a limited portion of the diéaces in growth among firms (McKelvie &
Wiklund, 2010). The most recent research on firowgh has increased our understanding of
different growth patterns ( Davidsson et al., 208@htenhagen et al., 2010; McKelvie &
Wiklund, 2010); in essence the focus of this redeastream is understandirigpw growth
happens, which we will call growth strategies. Gitowtrategies can be explained by the RBV
presented by Barney (1991), focusing on the firinternal strengths in order to create a
sustainable competitive advantage and using stestetp improve its efficiency and
effectiveness. In order to provide a competitiveaadage, a firm’s resources must have four

characteristics; being valuable, rare, irreplaceadhd not imitable. The firm’s capabilities are
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defined as the way the resources are used byrthddiimprove its performance (Grant, 1991).
“Strategic management has traditionally focused arsiress concepts that affect firm
performance”(Hoskisson et al., 1999, p. 418). According to Bh({d996), the questions every
entrepreneur must answer are (1) what are my gé2)92o | have the right strategy? (3) Can |
execute the strategy?

In this regard, growth strategies are the way inctvtthe firms’ managers or CEOs decide to
assign the firms’ R&C in order to achieve the objexs that have been established. We
identified three growth strategies; organic, adgues and hybrid. Organic refers to internal
growth through research and product developmentahdncement (McCann, 1991); it is based
on the knowledge absorbed by the firm through teldgical resources, such as knowledge and
patents, and capabilities, such as the abilityntegrate and built long-term business with these
technological resources (Bell & Pavitt, 1995). Fritat follow the organic growth strategy
usually spend resources on research to develop preducts and enhancing their product
portfolio (Zahra, 1991). Acquisitive refers to amegration of firms into one, and in so they
move jobs across firms (Pasanen, 2007). Theretoseems normal that high-growth firms in
mature industries grow through acquisitions (Pemros959; Levie, 1997; Henrekson &
Johansson, 2010; Lockett et al., 2011), since ithesfthat grow by acquisitions usually have
enough financial resources to do so. Hybrid refileractions in between the other two strategies,
like franchising, licensing, and joint venturesdsdgic alliances (Williamson, 1991; McKelvie &
Wiklund, 2010). When firms become partners, thety aecess external resources. This allows
them to develop new products and share the riskbasfe developments, and to jump-start its

own internal process (McCann, 1991).

63



The three growth strategies place different tygfedemands on managers that follow them, and
these paths for growth may also have a differemntiglact on firm performance (Penrose, 1959;
Delmar et al., 2003; Lockett et al., 2011). By amialg in detail the growth strategy used in a
firm, it could be possible to better understand pheviously unexplained fluctuation found

analyzing only the growth rates over time (McKel&&Viklund, 2010).

2.2 SMEs performance

Performance has been subject of great interestarpast two decades, both to be studied by
academics and to be understood by practitionekéany firms claim to be running for
performance and seek to measure their performammeprove performance, and compensate
their people for performance(Meyer, 2002). Firm performance can be considasethe firm’s
ability to create acceptable outcomes (Pfeffer &afek, 1978). Even though there are different
systems to measure performance, there is widesplisgatisfaction with most of them, some of
them even contradicting each other (Meyer, 2002pdneral, previous research suggests a close
connection between the growth and the performarce small firm; it is common to find in
existing literature the concept of growth as a symoous of success or performance (Zahra,
1991; Baum et al., 2001; Wiklund & Shepherd, 20D8yidsson et al., 2006), but they are two
different concepts. Generally, growth can affectesal aspects of performance; growth is an
important precondition for the achievement of otfiem objectives (Pasanen, 2007). Some
researchers have placed emphasis on firm growtheagey indicator of a business’s success
(Clarysse et al., 2011).

It is important to recognize the multidimensionature of the performance construct (Kramer &
Venkataraman, 1994; Delmar et al., 2003; Phelpd.eR007). Strategically, and in its simpler

form, firm performance is related to the failuresarccess of a firm (Dess & Robinson, 1984;
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Ostgaard & Birley, 1995), nevertheless, there is aaniversal definition for success in the
business studies (Neely, 2004). An example is W&sp£990, p. 31), where he establishes that
success in performancedn have different forms, e. g. survival, profgturn on investment,
sales growth, number of employed, happiness, répotaand so oh A review of prior
academic empirical works shows multiple measures miethods to measure performance;
previous authors agree that it is appropriate o different performance measures based on the
research questions analyzed (Chandler & Hanks, )19%ach user can interpret the
performance data as he or she pleases accordiniifferent time frames, objectives, intent, risk-
avoidance attitudes, or perspectivésleely, 2004, p. 72). It is common in the anadysf large
firms with publicly available financial informatioto measure performance with objective data,
such as increase in sales, market share, or fialgmafitability (Stewart et al., 1998; Wiklund &
Shepherd, 2003; Gilbert et al., 2006; Desai, 2008¢vertheless, measuring the SMEs
performance presents different problems, becausg #ne not public and they hardly give
guantitative information; even if they did, it istpossible to check the accuracy of it (Covin &
Slevin, 1989). Another factor that hinders the meament of performance in SMEs is the
managers’ resistance to share strategic informdtam their firms (Chandler & Hanks, 1993).
To deal with those problems, some scholars havadfarorrelations between subjective and
objective measures of performance (Dess & Robink®84). We admit that subjective measures
are not better than objective ones, but, giverréis&rictions of objective measures, the usage of
subjective performance measures may be appropkideeare aware of the multiple relations
between different strategies and performance, sthie study we identified as being clearer the
ones between the three growth strategies previgushtioned and the performance. We focused

on measuring performance based on the individigtiéntion to perform a given behavior, since
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previous studies have already proven that intestgmedict real behavior with a high degree of
accuracy: As a general rule, the stronger the intention tgage in a behavior, the more likely
should be its performantéAjzen, 1991, p. 181). Performance’s measurengeualuable if it is
useful in the decision-making process (Lebas & Eus2002); performance’s measurement
reflects the transmission of the firm’s objectivas part of the strategy implementation process
(Otley, 2002). The main point is that any performance measure takstinto account the goals
and objectives of the decision makefSlark, 2002, p. 35). Therefore, we consider tine’s
objectives and aspiration levels into measuremeffism performance.

Previous studies have found connections betweeniffe¥ent growth strategies and different
effects in performance, as shown in the work byZRilz& Gale (1987). Due to the broadness
and diversity in approaches, variables, and mesh@to measure performance, we decided to
use three categories of subjective performance unesgust like other previous studies (Cooper
et al., 1994; Meyer, 2002; Walter et al., 2006; li&nuet al., 2010; Zou et al., 2010). The first
category is related to the performance attaineth fawganic growth, and is mainly related to
young, recently created firms whose performancd goaurvival (Dess & Robinson, 1984).
They are conservative firms focused on the allocatf internal resources and that have clear
that the most valuable assets typically take timedvelop, therefore they sacrifice short term
financial utility for the long term-survival expetive (Clark, 2002). The second category is
related to the performance attained from acquesigikowth. Previous studies, like Gilbert et al.'s
(2006), established that there is a clear diffezent the performance of firms that grow
organically or through acquisitions. The former éav gradual performance looking for long
term-survival, while with the latter the effectperformance is in short termbtlying an existing

firm substantially increases the year-to-year saledhe months pursuant to an acquisition
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(Gilbert et al., 2006, p. 939), so we know thatsth&ind of firms are generally older and have
consolidated processes (Levie, 1997). The thirégmaly is related to the firms following the
hybrid growth strategy, which seek to improve tlogimpetitive position, since it is related to the
SMEs that try to associate with another to jumptsta own internal process (McCann, 1991).
Having strategic partners allows firms to buildith@wn internal structures, by collaborating
with people with diverse backgrounds and perspest{izeung et al., 2006).

Each one of the three categories motivates decisiakers to accept the risks inherent in
changing their organization (Bromiley, 1991; Fielggmm & Thomas, 1988) and is related to the
level of risk taken by firms (March & Shapira, 198Kevertheless, there are multiple definitions
for risk, some of them are presented in the worlGhjell-Tatjé & Marqués-Gou (2005, p. 89):
“Mao (1970) found that the managers considered m@skthe possibility of not attaining the
planned results and that, even though risk was rstded, first of all, with the deviations below
the objective, the deviations above it were relévarthe analysis of investments and should be
considered as negative risk, which lightened thatpe risk of insufficient results. On the same
line, March & Shapira (1987) concluded that the mgers associated risk with negative results
in regards of the objectives, even though thera iisle for positive results. Aaker & Jacobson
(1987) considered risk as the likelihood of losing not achieving a given target cost
effectiveness. Fishburn (1984) remarks that thierdihce between risk and uncertainty is that
risk implies establishing objectives and considgnmeferences regarding the results according
to said objectives”For this study we decided to operationalize thesueaof performance as a
gualitative, dependent variable associated to thkk level of each one of three different
categories. The first includes the firms whose grenince is connected to looking for survival

and are conservative and have yet to develop tbeimes, reason why they are usually reluctant
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to taking risks (Greve, 1998). It involves the I@ivéevel of uncertainties and they are usually
small, conservative businesses, whose growth relsplonmarket demands (McCann, 1991). We
named it low risk-survival.

The opposite is the second category, which we high risk-profit. It consists of those firms
looking at objectives to increase their financiedfit in the short term: If performance is well
above the survival point, the focus of attentiosutts in a predilection for relatively high
variance alternatives, thus risk prone behaVi@vlarch & Shapira, 1987, p. 1413). They are
more willing to take a greater risk and they usualle larger firms with consolidated structures
and processes (McCann, 1991).

The third category is in the middle point and wdl @¢aneutral risk-competitive position. It
includes those firms whose objectives are relaveichproving their competitive position in the
market by sharing risks and profit with other firnesen with competitors (McCann, 1991;
Delmar et al., 2003; Morris et al., 2007), knowitlgat strategic partners contribute to the

reduction of innovation uncertainty (RamachandraR&nnarayan, 1993).

2.3 Institutional factors

Several recent empirical studies of growth and frenformance mention the importance of the
institutional environment’s effects over both thenk’ growth and performance (Capelleras &
Rabetino, 2008; Shepherd & Wiklund, 2009; Westh&awright, 2012; Wright & Stigliani,
2012). The effect of institutional factors ovemnfigrowth has been analyzed before. An example
is the work by Dickson et al., (2006), in which yhgroved that the impact of uncertainty is
higher on large firms than it is in small ones. Batm & Kirchmaier, (2012) proved than an
adverse environment does not necessarily have ainegmpact on firms’ growth. Each region

is different, and so institutions change accordingvolving along with the geographic and

68



cultural context, previous research have provenitheamerging economies in Eastern Europe, in
the absence of a strong institutional frameworkormal barriers have emerged and tend to
hinder firm growth (Capelleras & Hoxha, 2010). bafimerican institutions, are highly centrally
controlled (North, 1991), previous empirical stwd@en firms in Argentina, Brazil, Chile, and
Peru found out that unfavorable environmental cooras are barriers for the firms’ growth and
that entrepreneurs use their human and socialatapgources to shape the speed by which their
firm is createdCapelleras et al., 2010).

In KIS, the IPP regime in business is a cruciakaspo create revenue and to defend the firm’s
competitive position (Candelin-Palmqvist et al.12] Institutional property can be protected by
formal and informal methods (Kitching & Blackburt®99). Formal IPP practices involve high
costs of acquiring formal intellectual propertyhig in terms of money and time, reason why the
CEOs of the SMEs are highly selective regarding abgquisition of copy rights (Kitching &
Blackburn, 1999) and seek informal alternativdse Bstablishing high-trust relations in business
transactions (Dickson, 1996). Nonetheless, a prolileat SMEs face is the skepticism of the
owners and managers towards outside help (Ghob&d@allear, 1996). Interfirm trust refers to
the confidence that an external actor, such aoewss, suppliers, competitors, or any other
actor in the ecosystem will not exploit the vulr®lities of the other (Gulati, 1998), avoiding the
potential for opportunistic behavior. Dickson et &006) argued that the potential for
opportunistic behavior is related to both the fsmésources and its external environment.

Some authors have shown that high levels of imtarfrust enable actors to work together, even
in the absence of formal controls, like contra&@silati, 1998). Other authors have found that

when actors rely on trust, it is usually institutd trust rather than interpersonal trust (Rus &
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Iglic, 2005). Either by formal or informal proteati mechanisms, security and interfirm trust
enable growth and influence the performance oSti&Es (Kitching & Blackburn, 1999)
We argue the perception that the IPP and interfiust between business partners, clients, and

suppliers moderate the existing relations betwedk’'Qrowth strategies and their performance.

3. Hypotheses Development

3.1 Growth strategies and performance objectives

As mentioned before, different growth strategiel vave as a result different effects on the
strategic performance of firms (Delmar et al., 20Davidsson et al., 2006; Achtenhagen et al.,
2010; McKelvie & Wiklund, 2010). We acknowledge tlgrowth strategies are not mutually
exclusive; however, when choosing one strategy,other ones are limited. For example, if a
firm grows through acquisitions, the ability to expl organically is reduced (Penrose, 1959), as
well as the willingness to invest in another kifdesource. The growth strategies chosen by the
companies are dynamic and vary over time (Brennebckimke, 2015); the growth strategy
chosen by the company responds both to the avéyabnd allocation of resources and the
effects of institutional factors, such as economiises or declining markets (Bamiatzi &
Kirchmaier, 2012).

Firms that choose the organic growth strategy asségources to their processes and their
technological products and have the capability akimg them productive; they invest a
significant amount of resources, which reduces tgieom profit, but guarantees long-term
survival (Lockett et al., 2011). Firms that invesideveloping a stronger technology base or in
human or networking resources, such as investingaiming or R&D, obtain non-profitable

results (Clarysse et al., 2011). Organic growtluées on the development of new products as a
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response to the market's demands, enabling therstap on the market in the long run.
Businesses that grow this way reduce their expasurisk and seek survival (McCann, 1991).
Organic growth acts as a constraint on profit penénce; firms that grow in an organic way are
relatively unlikely to be able to attain superigoifitability (Davidsson et al., 2009). Organic
growth is a conservative growth strategy and ineslthe lowest level of uncertainties (Zou et
al., 2010). New ventures adopting this strategy can concentositeheir internal operations

without worrying too much about dealing with extdrpartnerships or integrating a totally

different business entity” (Zou et al., 2010)hese firms usually have better control of their
operations and they respond to changes in the tmdemands (McCann, 1991). This way, we
can conclude that performance that leads to orggnoivth pursues low risk-survival objectives

and may very well differ from those that lead tguaisitive and hybrid growth.

H7  An organic growth strategy is more likely to cbahe firm’s objectives of low
risk-survival than others with higher risk objeas/

On the other hand, firms growing by acquisitions asually mature firms (Levie, 1997).
Previous studies show that success rates in vale&ien by acquisitions are usually low
(Christensen et al., 2011). Nonetheless, some eutiave found that, when the acquisition is
made in similar businesses with similar managestigles, the acquisition success is greater in
terms of performance (Bauer & Matzler, 2014). Fignewing through acquisitions are seeking
business opportunities, knowledge expansion, ascbdery of unexpected sources of synergy,
resulting in high financial performance (Graebn2004). Sometimes firms may choose
acquisitions because they lack the ability to exparganically (McKelvie & Wiklund, 2010),

some other times they do because of their willisgrte acquire high profit businesses (Pasanen,
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2007).

Typically, firms growing by acquisitive growth al@ger and older than the others (Wiklund et
al., 2003), with consolidated processes and adoeseir financial resources that allow them to
develop forward or integrate backwardrofward or backward vertical integration means that
the acquired firm is located at a different levétie value- addition chain, i.e. the acquired firm
is a customer or supplier of the firm. In contrasbyizontal integration refers to a firm which is

at the same level of value-addition, i.e. it iscenpetitor. Lateral integrations refer to unrelated

businesses which represent a diversification sgygtePasanen, 2003, p. 61). They are
aggressive firms with consolidated processes amdtates, willing to take risks. The financial

resources help firm growth by allowing them to fwase an existing business (Gilbert et al.,

2006). The acquisitive growth strategy is the askistrategy (Zou et al., 2010).

H8  Acquisitive growth strategy is more likely tdaih high risk-profit than others
with lower risk objectives.

Hybrid growth modes include partnership relationghvexternal actors to the firm so they join
efforts, assets, and profits to accomplish mutwaivth (Kogut & Zander, 1992). Forming an
association allows firms to participate in markiitst would otherwise be out of their reach with
their resources alone (Kale & Singh, 2009). Thremnnforms of hybrid growth have been
identified (McKelvie & Wiklund, 2010). Franchising a legal agreement between the firm and
an external partner to share the firm’s intellectpaoperty in exchange for monetary
compensation; the firm grows without spending itsificial resources. Licensing consists in
selling intellectual property rights in exchange &royalty payment based on usage. Strategic

alliances consist in collaborations with anothemfior firms to achieve synergies that the firm
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would not otherwise be able to obtain by itself.absociations not only profits are shared, but
risks as well. With alliances, the flow of resowwdgetween organizations becomes potentially
easier (Dickson et al., 2006). The relation betweeiworking capabilities and success has been
a focus of study in the small business literat@me finding was how higher levels of
networking activities are connected to a greatefopmance (Aldrich et al., 1987; Dowling,
2003). Notwithstanding, other authors have fourat technological alliances may not always
positively affect innovative performance (Park &ri€g 2013). Some firms license technology
from another firm to jump-start its own internahavation process (McCann, 1991). We argue
that firms that choose hybrid growth are seekinglitain from their business partners the R&C
they lack and together reach business opporturit®swould not do individually (McKelvie &
Wiklund, 2010), sharing both risks and performaracel learning from alliances. In other words,
when using the hybrid forms of growth, the firme &ying to improve their competitive position
in the market. Particularly in the high technolaggctors in Mexico, SMEs have affinity with

sharing and learning from similar firms and bornogvto build their own competitiveness.

H9 A hybrid growth strategy is more likely to reaahfirm’s objectives of a risk-
neutral competitive position than high, risk prp@t low-risk, survival objectives.

3.2 Institutional factors as moderators

As we mentioned before, IPP regime, related toctiramercialization of intangible assets, like
protection against patents’ and industrial secr¢h€ft, affects the development of SMEs
(Herrera & Lora, 2005). Firms that grow organicallpmpete with their own technology
(McCann, 1991). The efficiency and the integritytled institutional environment affect business

performance (La Porta et al., 1999). In KIS, thaitational forces play an important role in firm
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performance (Balbinot & Bignetti, 2006). The mamageat of knowledge is a key point to firms

in a technology-driven industry; it is vital to ggate profit, sustain a competitive advantage,
and, ultimately, to survive (Candelin-Palmqgvistaét 2012). Firms with a better perception of
security and trust in law enforcement related teliectual property will have a better chance of

survival (Herrera & Lora, 2005). Then, we can hyyesize:

H10 The IPP moderates the positive relationshipyveen organic growth and the
firm’s low-risk, survival objectives, so that th&osiger the IPP regime, the
stronger this relationship.

Mergers and acquisitions are processes, where itheiieitly exists a risk that one partner takes
advantage of another because of an asymmetry ofniation between firms (Dickson et al.,
2006). In technological sectors, firms’ acquisisanclude intangible assets that are difficult to
value and also are difficult to protect (HennarR&ddy, 1997); therefore a strong IPP regime
reduces the transactions cost of buying and sedlimy consequently, improves profit (Kogut &
Singh, 1988; Singh & Kogut, 1989). The countrieatthave a better institutional development
have lower transaction costs due to higher truste legal, institutional environment (Kumar et
al., 1999; Beck et al., 2005). In societies whaeegerceptions of law enforcement regarding IPP
is not clear, it is necessary to write and exeoca®mplex contracts to control the potential for
opportunism, which increases transaction coststlasaffects firm performance (Teece, 1986).
SMEs with a better perception of law enforcemerit have better expectations to improve

profits by acquisitive strategy. Then, we can hizgsize,

H11 The IPP moderates the positive relationshipMeen acquisitive growth and the
firm’s high-risk, profit objectives so that the@tger the IPP regime, the stronger
this relationship.
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When the firms lack the necessary resources toowepitheir position in the market by
themselves, they seek association with other fiojngnaking arrangements to gain access to
distribution channels, new customers, and finarsmairces (McCann, 1991). If there is no trust
between the traders, the contracts that formaleeprships are complex and with high control
costs, and this affects the firms’ performance €Bed986). On the other hand, if firms have
high level of interfirm trust, firms can share meary and specific assets at fair costs that
exceed their individual capacities (Dickson et 2006), so that they can improve their position,
sharing risks and profit. Firms with better pereaptof interfirm trust will easily consolidate
partnerships, if necessary, without the need fomé& hierarchical controls (Gulati, 1998). In
societies where trust promotes long-term coexigtefirens learn from their partners and develop
their own processes in the medium term (McCannl)9fproving their position in the market

while sharing risks and profit (Kale & Singh, 2009)

H12 Interfirm trust in business transactions modesathe positive relationship
between hybrid growth and the firm’s risk neutraipetitive position objectives,
so that the stronger the interfirm trust, the sgenthis relationship.

The causal relationship between growth strategmesfmm performance is shown in Figure 5

below.

75



Figure 5. Causal relationship between variables
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4. Methodology

4.1 Data and sample

As mentioned in the previous chapter and accordmglavidsson et al.'s (2006, p.387)
recommendation, we used an homogeneous samplerc@tdoby SMEs in the ETICS in
Mexico, due to its fast growth. We designed thestjoanaire in Spanish, which was validated
by experts from the sector and administered toQE©®s; most answers follow a Likert scale,
where 1=strongly disagree; 5=strongly agree, aaddht were ordinal or quantitative variables.
After conducting a pilot in Guadalajara with 25nis and due to the difficulty of collecting

primary data, we hired BERUMEN S.A. to collect apabcess the information. We signed
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cooperative agreements with the ANADIC and with @&NIETI, accounting for 99 % of the
firms in the sector. After training 11 professian#& administer the survey and administering it
throughout 12 weeks, there were 450 valid resporiBes characteristics of the CEOs were
identified. Most of the CEOs (99.1%) are MexicaB,2P6 are men, 2.1% studied until high
school, 52.9% have a Bachelor's degree, and oril§o%have a Masters or Doctorate degree.
Additionally, 29.6% of the CEOs have attended pw@sigate business courses in addition to
their professional studies. 58.4% are between B04@nyears old. In relation to the firms, 55.3%
are family businesses and 95.9% are located in ¢deRity, Monterrey, and Guadalajara, most
of them, 40.2%, in Mexico City. 61.6% have lessntlh@n years in existence and 89.3% have
fewer than 30 employees, which also shows thas#meple is representative. According to the
CEOs 53.3% are in the consolidation stage, 44. fstered annual sales between 100,000 and
1.5 million dollars, and 44% reported a profit margetween 20% and 40%.

The SMEs are the core of the Mexican economy. Atingrto INEGI (in Pro Mexico, 2014),
SMEs generate 52 % of the country’s GDP and 72 %hefjobs. The reason for this is the
number of SMEs in the country, 99.7 % of the firlddditionally, SMEs are a space to innovate
and they have greater flexibility and creativitydffes Kelly, 2013). Due to how widely spread
they are, there are different governmental projéstsupport SMEs, such as Fondo PYME.
Despite their number, SMEs in Mexico tend to disgwpafter some time, 82.5 % before two
years (Flores Kelly, 2013). Therefore, there is ttieed for a modification in the way they are

organized and make decisions.

4.2 Variables

We selected the variables based on previous stubliesanswers followed a Likert scale. The

dependent variable is SME performance, using adbstand aspiration levels as a proxy
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measure (Chandler & Hanks, 1993) and being measutbdive items regarding the emphasis
on different objectives, as suggested by Walteale{2006). Both low risk-survival and high
risk-profit objectives were measured by one itamdjdating whether the achievements are meant
to ensure long-term survival or profitability respieely. Neutral risk-competitive position was
measured by three items, measuring the advantageedgfrom know-how, customization of
technologies, and cost savings. The independenables are the three growth strategies.
Following Zou et al.'s (2010) work, organic growtlas represented by internal technological
development (one item), acquisitive growth by tiren$’ acquisitions in related or unrelated
business (two items), and hybrid growth by all thertnership contracts, like franchising,
licensing, and joint ventures. There were two matleg variables. IPP was measured by four
items about the strength in the protection of patemd trademarks (Bontis, 1998). Interfirm
trust was measured with three items regarding acimns with partners, suppliers, and clients,
following the work by Rus & Iglic, (2005). Just esprior studies, we selected firm size and firm
age as control variables (McCann, 1991; Davidssob&mar, 1997; Wiklund & Shepherd,
2003).

With the use of SPSS, the maximum likelihood exioac and VARIMAX rotation, we ran three
exploratory factor analyses (EFA), one for growttfategies, one for intellectual property regime
and interfirm trust, and one for performance. Wedusrdinary least squares regressions to test

the hypotheses.
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5. Statistical Analysis and Results
5.1 Statistical analysis

The results of the first EFA of all growth strategji items showed the existence of three
conceptual growth modes: organic, acquisitive aytalil with 81.93% of cumulative variance,
both Kaiser-Meyer-Olkin statistic, as Bartlett’'s steof Sphericity were satisfactory. All
communalities were above 0.5. We also calculatemhl@ch’s alpha for the items in the three
factors and the values were greater than 0.75. SHwnd EFA showed two factors, first
corresponding to the IPP items, and second cornesipg to interfirm trust, with 76.72% of
cumulative variance, both Kaiser-Meyer-Olkin statisas Bartlett’s Test of Sphericity were
satisfactory, all communalities were above 0.5, gnedCronbach’s alpha’s results for the items
in the three factors and the values were greatr h75. In a similar way we calculated the
EFA over all the multiple-item constructs relatedtihe performance of the SMEs identifying
three factors, Cronbach’s alpha value for the itefmgeutral risk-competitive position was 0.930
and both the Kaiser-Meyer-Olkin statistic, as wadl Bartlett’'s Test of Sphericity yielded
satisfactory results. All communalities were ab6v&5. The cumulative variance represented by
these three factors was 85.92%. All the loadseperted in appendix V.

We carried out reliability tests to ensure consistesults, a confirmatory factor analysis (CFA)
using AMOS 22 resulted in’=2.459, incremental fit index (IFl) =0.965, nornfil index
(NFI) = 0.942, comparative fit index (CFIl) = 0.984d root mean square error of approximation
(RMSEA) = 0.057. We conducted Chi-square testsh witsignificant lower value in the base
model, indicating a satisfactory discriminant validBagozzi & Yi, 2012). The results of the
coefficients of factor loadings are significant €p0.001) and depicted in appendix VI. The

measurement model is shown in appendix VII. Theetations and descriptive statistics for the
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factors estimated and control variables are preseint Table 9. As it can be appreciated in the

first 8 variables, the average result is zero &edstandard deviation is 1, since the variables are

calculated based on the EFA and considering arogotial rotation. Table 9 shows that there is

no correlation between the independent variables.

Table 9. Means, standard deviations, and correlatits of consequences of

growth strategies

Variables

1 2 3 4 5 6 7 8 9 10
1. Organic growth 1
2. Acquisitive growth 0 0 1
3. Hybrid growth 0 1
4. Low risk-survival 0.580° -0.092 -0.044 1
5. High risk-profit -0.043 -0.038 0.485" 0 0 1
6. Neutral risk-competitive ~ 0.157" 0.410 0.024 0 1
position '
7.1PP 0.372° 0.07 0.146 0.132° 0.179° 0.085 1
8. Interfirm trust 0.056 0.439 0.004 0.009 0.283 0.006 0.0 1
9. Firm age -0.050 0.025 0.069 -0.058 0.077 0.1150.021 0.082 1
10. Firm size 0.015 0.047 -0.053 0.06 0.106 0.015 -0.054 0.176 -0.056 1
Mean 0 0 0 0 0 0 0 0 832 17.10
Standard deviation 1 1 1 1 1 1 1 1 602 3613

*p < 0.10; *p<0.01;
***p<0.001

Source: Self-elaborated

Similarly to chapter 2, the discrete choice apphaat we suggested in this study assumes that

one performance objective is preferred over thesrotivo and we established the relation

between the growth strategies and each of the ipeaface’s effects independently. To analyze
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both the growth strategies’ relations’ and theiinsbnal factors’ effects over the performance’s
effects, the hypotheses were tested using OLSédon @erformance category. Because of this,
the results are presented in 3 tables (Table 1Datde 12), where each table is formed by 3
models. The first model only considers the contratiables; the second model includes the
independent variables regarding the growth stragegthe third model analyzes both the
institutional factors’ and the interactions’ effeciThe objective was to observe changes in the
predictors’ relationship to the dependent varialbleus, the following three models were tested
for each growth strategy independently. We idezdifihat the ordinary least squares regressions
(OLS) is a commonly used technique for cause-effieotiels. The empirical studies analyzed
related to growth reaffirmed this assertion (Aid2905; Rus & Iglic, 2005; Chen et al., 2009;
Achtenhagen et al., 2010; Zou et al., 2010). Ttst fhodel considers only the control variables:
the second includes the independent variables efgtiowth strategies; the third takes into
consideration the institutional factors as well the effect of the growth strategies and
institutional factors’ interactions. The hierarcimodel’s objective is to observe changes in the

predictors’ relationship to the dependent variableus, the following three models are te&ted

Yn = S0 + g1 control variableg + &,

Y, = p0 + 1 control variableg + 2 growth strategies+ &,

Y, = B0 + 1 control variableg+ 2 growth strategies+ 43 institutional factor variables+ f4

interaction +¢,

3 The moderating effect was also proven through msbanalysis, dividing the sample into two. Thestfigroup
included those firms with a high perception of thstitutions’ environmental effects, and the second, the ones with a low
perception. We further developed the OLS for bathugs and compared their results. To determinkeifrhoderating effect of
the institutional variables is statistically sigo#nt, we developed a t test to compare the samfficient from a model in two
groups of the moderating variable.
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Where:

Yn = performance category (low risk-long term survivagh risk-profit, neutral risk-competitive
position)

5.2 Results

As it can be observed in the following tables, tesults show that the organic growth strategy
has a positive effect on both, low risk-survivgEQ.568,p<0.001) and neutral risk-competitive
position $=0.239,p<0.001). The positive effect is higher on low r&kevival, which means that
firms pursuing organic growth strategy are moreliiko seek low risk- long term survival in the
market, therefore hypothesis 7 is supported. Wendothat hypothesis 8 is also supported,
because acquisitive growth strategy pursuing hpgsétive effect on high risk-profif3€0.506,
p<0.001), but not on the other two. Firm’s age aksulted statistically significant. The higher
positive effect of a hybrid growth strategy is teth with neutral risk-competitive position

performance §=0.260,p<0.001), but not with the others, thus hypothesis @lso supported.
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Table 10. Growth strategies and low risk- survivabf the SMEs

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 Model 2 Model 3
Control

Firm age -0.010 (0.008) -0.003 (0.006) -0.004 (0.006)
Firm size 0.002 (0.002) 0.002 (0.001) 0.002 (0.001)

Family business

Growth strategies
Organic
Acquisitive

Hybrid

Institutional effect

IPP

Interaction

Organic*IPP

R square 0.007
F 1.021

-0.018 (0.098)

0.026 (0.077)

0.567 (0.044)
-0.030 (0.040)
-0.130 (0.039)

0.347
39.156

0(00979)

0.583 (0.041)
-0.031 (0.038)
-0.119 (0.037)

0.239 (0.039)

0.114 (0.039)

0.386
34.699"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Table 11. Growth strategies and high risk-profit ofthe SMEs

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 Model 2 Model 3
Control

Firm age 0.016 (0.009) 0.011 (0.007) 0.011 (0.008)
Firm size 0.001 (0.002) 0.002 (0.002) 0.002 (0.002)
Family business -0.189 (0.099) -0.198 (0.086) -0.200 (0.083)

Growth strategies

Organic -0.028 (0.042) -0.017 (0.047)
Acquisitive 0.507 (0.043) 0.512 (0.042)
Hybrid -0.025 (0.037) -0.021 (0.039)

Institutional effect

IPP 0.046 (0.049)
Interaction

Acquisitive*IPP -0.022 (0.047)
R square 0.020 0.277 0.279

F 3.090 28.238 21.294"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Table 12. Growth strategies and neutral risk-competive position of the SMEs

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 Model 2 Model 3
Control

Firm age 0.005 (0.008) 0.011 (0.007) 0.007 (0.006)
Firm size 0.002 (0.001) 0.003 (0.001) 0.002 (0.001)
Family business 0.010 (0.095) 0.027 (0.091) 0.@0Q709)

Growth strategies

Organic 0.244 (0.047y 0.233 (0.040)
Acquisitive 0.113 (0.043) 0.004 (0.041)
Hybrid 0.320 (0.049)" 0.236 (0.049)

Institutional effect

Interfirm trust 0.207 (0.045)
Interaction

Hybrid*Interfirm trust 0.192 (0.039)
R square 0.003 0.174 0.300

F 0.55 15.588 23.670°

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated

Regarding the moderating effects of institutioredtors, we found a positive moderating effect
of IPP (=0.092, p<0.10) in the relation between organic growth aov Irisk-survival

performance, therefore hypothesis 10 is suppottdd.did not have a significant effect on the
relation between acquisitive growth and high ris&fp performance, so that hypothesis 11 is not

supported. Interfirm trust has a positive modegagffect on the relation between hybrid growth
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and neutral risk-competitive position performange0.088,p<0.10), therefore hypothesis 12 is

supported. To better explain this, we use .

Figure 6. Moderating effect of intellectual property protection in the relation between

organic growth and low risk-survival performanceandFigure 7.

Figure 6. Moderating effect of intellectual property protection in the relation between

organic growth and low risk-survival performance

Moderator effect of intellectual properté/ Protection
igh

Low organic growth organic growth
1.20

1.00
0.80

0.60

-0.40

-0.60

0.80 =—Low PP =—Iligh IPP

Source: Self-elaborated

Figure 6 shows that the higher the IPP is the graht intensity of the relation between organic
growth and low risk-long term survival increasesother words, there is a positive moderating

effect of IPP over this relation.
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Figure 7. Moderating effect of interfirm trust in the relation between hybrid growth and

neutral risk-competitive position performance

Moderator effect of Interfirm trust
Low Hybrid growth High Hybrid growth

-0.20
-0.40
-0.60

-0.80

eS| ow Interfirm trust e High Interfirm trust
-1.00

Source: Self-elaborated

Similarly, Figure 7 shows that a higher interfirnugt increases the intensity of the relation
between hybrid growth and neutral risk-competifpasition. In other words, there is a positive

moderating effect of interfirm trust over this rieda.

Additionally, robustness tests were made, perfognanalysis for the subsamples, particularly
validating them by size and age with a median .sphe results are consistent for all cases and

are shown in appendix VIII.
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6. Discussion and Conclusions

The present study was developed as a response tmallhmade by scholars like Davidsson et
al., (2006) and McKelvie and Wiklund (2010), whadenscored the need for additional studies
analyzing themodeof growth. This research adds to the empirical wquteviously developed
on this stream by first identifying the existendeddferent growth strategies in a sample of
selected firms and, afterwards, by identifying dliféerent results generated by those strategies
among the firms in the ETICS in Mexico.

The present study contributes to the literaturefion growth, analyzing the performance
implication of modes of growth; the results presdnhere are noteworthy in providing
evidence that demonstrates that different growmthtesgies result in different effects on firm
performance. We recognize the differential impécgmwth strategies on firm performance,
which has been a topic proposed by researchetwipdst (Gilbert et al., 2006; McKelvie &
Wiklund, 2010). These results are relevant sincey tlallow us understand better the
implications of different modes of growth.

Our study shows that the performance objectivesv(tisk-survival, high risk-profit, and neutral
risk-competitive position) are influenced by thegth strategy preferred by firms. The results
confirm prior studies on growth and performancevghg that firms vary considerably in their
performance when they select a specific growtheggsa(Chen et al., 2009; Zou et al., 2010).
The findings enrich the understanding of two dinems related with SMEs growth. First, they
support the recent arguments of entrepreneurshiplaas regarding the importance of analyzing
the performance implications of organic vs. acdquisivs. hybrid growth (Davidsson & Delmar,
1997; Pasanen, 2007; McKelvie & Wiklund, 2010). @&t as we have analyzed the similarities

and differences of different modes of growth, weinfd results that can be useful for firm
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managers and CEOs (Wiklund & Shepherd, 2003; Atftaigen et al., 2010; Clarysse et al.,
2011; Lockett et al., 2011).

As mentioned above, growth strategies are not riytaaclusive, which is consistent with the
results obtained. We found that SMEs that choosarganic growth strategy are more likely to
reach objectives of low risk-survival, than otherish higher risk objectives, as found in other
previous studies (Pasanen, 2007; Zou et al., 2@L@gesting that the organic growth strategy is
commonly adopted by conservative firms securing{term survival. We found that firms that
choose organic growth concentrate on their inteopdrations without having to deal with
partnerships or integrating other businesses, wiBichnsistent with previous studies (Zou et al.,
2010). The organic growth strategy reduces risknbglving investments of financial resources.
By doing so, they reduce the financial profitalilih the short term; but typically firms that
grow organically are young ones thmiild their growth through the use of mainly technolagic
resources, which allows them to react quickly ®¢hanges in market, so they can remain in the
market andecome famous.

Regarding the acquisitive growth strategy, vertingtgration allows firms to capture value and
reduce costs (McCann, 1991). We found that firnad¢ thoose acquisitive growth are pursuing
high risk-profit objectives. This finding suppotttse previous work of Gilbert et al., (2006) in
which they state that firms, specially mature orsegk to expand their business and improve
financial indicators through acquisitions that maksts more efficient, due to the synergy and
scale economiesbllying an existing firm substantially increases year-to-year sales in the
months pursuant to an acquisitio{Gilbert et al., 2006, p. 939). The results obéal
demonstrate that the acquisitive growth strategfindd as auying strategy, aimed at fast

returns that increase the firnfertune
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In a similar manner, we found that firms that cretise hybrid growth strategy are willing to
share both risks and profits, iwprrowing resources they individually lack, which helps them
improve their competitive position. The results foon prior studies on networking capabilities,
since firms associated in different forms gain asc® external resources and jump-start their
own internal process (McCann, 1991), sharing mafith theirbusiness friends.

We extend previous recent empirical studies of ¢inostrategies and firm performance (Chen et
al., 2009; Zou et al., 2010) by including the madieg effect of institutional factors, in relation
between growth strategies and the performance tgec We concur with previous studies
showing that, in emerging economies, interdeperidsnenay exist between managers’
subjective perceptions and institutional conditig@apelleras et al., 2010). Particularly in KIS,
SMEs’ owners are well aware of the importance @&irtlknowledge and the role it plays in
business performance (Kitching & Blackburn, 1998)response to Candelin-Palmqvist et al.'s
(2012) work, we found that formal mechanisms of &% connected to performance and
business success, due to the existence of a mogedtect of the IPP on the relation between
organic growth and low risk-survival objectives. \die not find that the IPP regime moderates
the relationship between acquisitive growth andhhigsk-profit objectives. This can be
explained since the owners believe that finanaia aon-financial costs of formal protection of
the intangible exceed the benefits obtained froemtliKitching & Blackburn, 1999). This way,
although there is a robust IPP regime it will netrbflected on a reduction of transaction costs in
the merger and acquisition processes.

Moreover, we found that an ecosystem with highrfiite trust in the development, sale, and
licensing of knowledge is positively moderated &hdelated to firms seeking to improve their

competitive position, which is consistent to preMctudies (Herrera & Lora, 2005). High-trust
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relations in business transactions reduce the dcdiosis’ costs of elaborating complicated
contracts, which increases the number of interfiusiness transactions and allow the firms to
learn from temporary alliances and to improve tloeimpetitive position. About 25 % of the
firms in the sample chose a hybrid growth stratagy share risks and profit with other firms.
One of the main challenges that the managers ar@s@E the SMEs face is making the right
decisions that support the accomplishment of thiposed objectives. We have demonstrated
that different growth strategies pursued by thenfiwill generate different managerial
challenges related to performance. The firms thabse organic growth are seeking for results
that allow long-term survival and tend to be moomservative and guided by the CEO’s
perspective of the IPP regime. The firms that fwllthe acquisitive growth strategy chase
objectives related to profit attainment performanoe do vertical and horizontal integrations.
Finally, firms that go for the hybrid growth strgie obtain mixed results of performance,
seeking neutral risk-competitive position objecsivéor which they create strategic alliances
with other firms, even within the same sector.

Thus, different growth modes will give rise to éifént firm performances. Because of this,
managers will have to be consistent in these cawgdations to achieve their performance
objectives. In relation to governmental public p@s, contrary to what is proposed by most of
the governmental support programs, two of the tigregvth modes do not necessarily result in
increased levels of hiring or employment. Thususiipents to current policies suggested that
these programs better meet their stated objeabivgd creation, nevertheless, the three growth
strategies generate value and profitability forfthmas.

In conclusion, our study has demonstrated thaethes relations between growth strategies and

performance objectives that the SMEs seek. We adendlge that growth strategies are not
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mutually exclusive, but we found that those firmisoae CEOs seek conservative objectives of
survival choose organic growth; they build intepab gainfame.On the other end, we found
that SMEs with aggressive and risky objectives gedbuy business opportunities that increase
fortune in a short term. Between both groups waadothe group of firms, whose objectives are
to improve their competitive position, but giveretlack of own resources, they borrow from
other firms in exchange for sharing risks and prafi other words, they establish business
friends.

Furthermore, our study has shown that these rektinay be conditioned by the institutional
context. We have shown that IPP encourages thaorelbetween the organic growth strategy
and the aspirations to survive in the long termthie same sense, we found that interfirm trust
positively moderates the relation between hybriowgh modes and the objectives that seek

competitive position improvement.
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CHAPTER 4

ESSAY 3- THE ROLE OF THE HYBRID GROWTH STRATEGY ONHE DEGREE OF

COMMITMENT IN CO-OPETITION RELATIONS

ABSTRACT

In order to survive and thrive, SMEs often estdibtelations with external firms, even within the
same sector. These relations are known as co-4opetiThe expected outcomes from co-
opetition are very diverse and involve differengeies of compromise from the collaborating
firms. The strength of each firm's networking cajpabs has an important role in building
relationships with other organizations. This papealyzes the relation between the networking
capabilities and two outcomes of co-opetition iefa involving different levels of commitment
from each firm. We specifically analyze the relaovhose outcomes are either new product
development, characterized by a high degree of ocomige between collaborators, or
outsourcing peripheral activities, in which firmave less involvement with one another. The
main contribution from this paper is that we paysel attention to identifying the existence of the
mediating effect that the hybrid growth strategys lewer these relations. We argue that the
hybrid growth strategy has a different effect otlez relation between networking capabilities
and collaborative relations, depending on the ebgaeoutcomes of these relations. The results
were obtained from a binomial logit model usingedf-developed database. The database is
formed by 450 face-to-face surveys to SMEs, fromctw296 firms took part in interfirm
collaborations between 2012 and 2014. These sunweys given to the CEOs of the SMEs,

which are part of the ETICS in Mexico.
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1. Introduction

Despite the ongoing debate regarding the risks ladefits of collaborating with other
organizations (Street & Cameron, 2007), collaborabetween firms in the same sector has
become increasingly popular in recent years (Gnljja&RBark, 2009). The simultaneous pursuit
of cooperation and competition, also called co-tipet has been recognized by numerous
authors as a useful alternative to improve innavaand performance in firms (Panibratov &
Latukha, 2014; Zhang & Wu, 2014; Bouncken et ab13). It has greater relevance for the
SMEs, since most of them are small, have limitesbueces, and their competitiveness can be
accelerated through co-opetition (Rosenfeld, 1%6eet & Cameron, 2007). There has been
considerable interest in linking them through aietstr of networks and associations to share
knowledge and encourage innovation (Butler e28l07; Balestrin et al., 2008). Previous studies
have proven that co-opetition allows firms to avbidifferent goals and obtain different
outcomes, among which are new product developmeangen, 1999; Ettlie & Pavlou, 2006;
Corallo et al., 2012), transfer of better practi¢@gulanski, 1996), training, learning (Argote,
Beckman, & Epple, 1990), and outsourcing (VitasekManrodt, 2012; Willcocks, 2011;
Williamson, 2008). Co-opetition has been considexedeffective and efficient way of success
(Cavusgil et al., 2003), still the greatest chajkefior these relations’ success between partners of
the same sector consists in finding the balancedsst collaboration and competition, seeking
mutual benefits by pooling complementary resourcdslls, and capabilities (Quintana &
Benavides, 2002). Research shows that over 50 men€eollaborative relations occur between
firms within the same industry or among competit@iarbison & Pekar, 1998). Several
interfirm formations occur when organizations loédr new efficiency and competitive

advantages. According to the desired outcome, tlvate be a large amount of inter-

95



organizational relationships. On the one extreme thiose interfirm collaborations whose
outcome requires no obligation for recurrent coapen, coordination, or collaboration among
the anonymous exchanging parties. On the other,haré those interfirm collaborations in
which both firms’ assets and personnel are mixetltha level of coordination and compromise
is big (Todeva & Knoke, 2005). In the middle grouhdre are diverse forms of cooperation that
combine varying degrees of compromise and intemac{Williamson, 1975). We decided to
focus on two outcomes we consider represent tlegfimm relations of the two extremes. The
first type, is formed by those firms that collalteravith firms in the same sector with the aim of
new product development. The second type is forimethose firms that collaborate with firms

in the same sector to outsource peripheral producsrvices (Todeva & Knoke, 2005).

A firm’s social connections enable firms to shanel aransfer knowledge, resources, markets,
and technology (Inkpen & Tsang, 2005). Entreprest@pr networks have been previously
studied, specifically, the role of networks in em@ging and supporting knowledge-based SMEs
(Hayter, 2013; Koryak et al., 2015). The value afiedwork’s specific characteristics may be
analyzed through the different ties which bindHayter, 2013). We conceptualize networking
capabilities as interpersonal relationships basethmily members, classmates, and friends, and
we also include the interfirm relationships as Qeimased on industrial associations and
governmental agencies (Chen et al., 2009). Basethisnwe consider that there is a relation
between an SME’s networking capabilities and itsigsien to take part in co-opetition in both

cases, when the aim is new product developmenbatsburcing.

In general, the allocation of the SMESs’ R&C is tethto the growth strategy a firm follows;
growth strategies have different antecedents awd tiéferent effects on the firms’ performance

(Penrose, 1959). Recent studies have shown thatsSith various network relationships will
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tend to prefer the hybrid growth strategy over ¢hganic and the acquisitive growth strategies
(Zou et al., 2010). The question to be examinedhis: How should the relation between
networking capabilities and different outcomes @fopetition be mediated by the hybrid growth
strategy? This is why we decided to analyze therilygrowth’s mediating effect over the

relation between networking capabilities and déferexpected outcomes of co-opetition.

This work seeks to contribute to the field by pdivg a better understanding of the mechanism
of external relationships in small business and thepact on different business outcomes. We
analyzed the relation of networking capabilitiesthwidifferent outcomes of co-opetition

(Gnyawali & Park, 2009) to try to understand better mechanism through which a networking
capabilities’ variable affects co-opetition out@snWe also analyzed hybrid growth’s role as
the mediating variable in this relation, becausehibrid growth strategy is frequently used by
firms, since it helps avoid a number of problemgarding managerial capacity and a lack of

resources (McKelvie & Wiklund, 2010).

The primary objective is to examine the relatiobwsen a firm’s networking capabilities and the
two different expected outcomes of co-opetition.e Teecond objective is to analyze the
mediating effect of the hybrid growth strategy otlegse relations. It is expected that this study
will help better understand the relation betweewvoegking capabilities and co-opetition and the

effect of the hybrid growth strategy over this tiea.

After the introduction, we develop a literature iesv around the concepts of interfirm
collaboration, networking capabilities, and hybgidwth strategy and the hypotheses, in order to
test the objectives previously named. To do thisuge a self-developed database of 296 firms

which took part in interfirm collaborations betwe2012 and 2014, the result of surveying
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directors of SMEs in the ETICS in Mexico. This @léwed by sections on the methodology

used, the findings, and the implications of thelgtu

2. Theory and Literature Review

2.1 Interfirm collaboration

As mentioned before, in recent years co-opetitias lbeen widely studied. Previous studies have
shown that co-opetition is important for improvitige growth and performance of SMEs
(Panibratov & Latukha, 2014; Perez & Galdeano-Ggn2#15). Nevertheless, other authors
consider it a double-edged sword (Bouncken & Kr&@4,3), since on the one hand, innovation
increases in the firms (LeRoy & Yami, 2009), and tbe other it opens a window for the
opportunistic behavior of some collaborators (Ni&t&antamaria, 2007). SMEs need a balance
between pursuing a competitive advantage and intedollaboration. For many SMEs, their
ability to compete may be tied to their ability ¢ollaborate, which shows the complexity in
those relationships (Morris et al., 2007). As poergly mentioned, there are several possible
outcomes for co-opetition which they have beenyaeal in previous works such as, acquiring
means of distribution, obtaining economies of scéiRerez & Galdeano-Gomez, 2015), market
seeking, vertical integration, recreating supplaiohorientation (Schulze-Ehlers et al., 2014),
gaining access to new technology, developing nesymsts or new technologies, (Wessel, 2004;
Ettlie & Pavlou, 2006; Corallo et al., 2012) amartbers. The commitment degree linked to the
expected outcome of the firms when collaboratingotsalways the same. Different collaborative
forms represent different approaches that parin@sfadopt to control their dependence from
the other firm. Also, they are associated withateht legal forms, which enable firms to control

resource allocation and the distribution of besedinong partners (Todeva & Knoke, 2005). In
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other words, it does not require the same levebaimitment between two firms that decide, for
example, to collaborate on fulfilment of a coresimess objective, like new product

development, in comparison to the level of committrietween firms that decide to collaborate
in outsourcing a peripheral activity, such as raaterial sourcing. The organizations’ expected
outcomes when engaging in a co-opetition activégyvaccording to firm-specific characteristics
and multiple environmental and institutional fast¢fodeva & Knoke, 2005). We selected two
different expected outcomes to engage in co-opatitiew product development (Wessel, 2004;
Ettlie & Pavlou, 2006) and outsourcing periphenmaducts or services (Agarwal & Ergun, 2008;

Vitasek & Manrodt, 2012). We consider these adésitas two forms of co-opetition that have

different levels of commitment of the firms invobie

2.2 Social capital and networking capabilities

The term social capital is used in different wags;business competence, as a goal for non-
profit, as a legal category. The social capitabtiyes perspective argues that people accumulate
social resources, or social capital, and invest $ocial opportunities, from which they expect to
get some profit (Burt, 1992). Social capital creat@lue by endowing well-connected actors
with privileged access into intellectual, financiahnd cultural resources. It has two
characteristics; it includes strong technology, wnaas network analysis, and it has a critical
effect, due to its connection to a firm’s perforroar{Burt, 2000). The coexistence relations and
the interactions among different work groups canabalyzed through networks (Rosenthal,

1997).

The concept of network is very wide. Some defimgicof networking capabilities have been

proposed before, such as Bourdieu's (1986, p. 248)e aggregate of the actual or potential
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resources which are linked to possession of a darabtwork of more or less institutionalized
relationships of mutual acquaintance or recognitioor Nahapiet & Ghoshal's (1998, p. 243):
“As the sum of the actual and potential resourcebeelasled within, available through, and

derived from the network of relationships posse$sean individual or social uriit

Monge & Contractor (1998) identified ten theoretiocdechanisms to explain the emergence,
maintenance, and dissolution of networks in orgational research. Particularly, the network
approach to entrepreneurship perspective is atedcta the mechanism by which different
entities make interchanges, since networks allovess to the resources that the firms lack. A
firm’s social connections provide it with the opponity to identify the subjacent interests before
a firm decides to cooperate with another (Gul&@B8). Every firm must establish connections to
find resources and explore business opportuni@@sirger & Aldrich, 1987). Not all firms

possess comparable levels of network resourcesthendariation in network resources across

firms influences their ability to exploit usefulformation (McEvily & Zaheer, 1999).

Networks can be considered as a group of ties. rAsiqusly mentioned, the main difference
between strong and weak ties, according to (Grateryel973), is that the strong ties involve
longer commitments, while the weak ties don’t. Heastablished that the strong ties are those
that interact more than once per year and at l®asé per week, while the weak ties interact
once or twice per week. (Krackhardt, 1992) disagneéh this definition by stating that the
strong ties can have two types; constant relatargs networks of Philos, which don’'t need a

constant interaction.

Strong ties are argued to give reliable commurecatthannels and protect the firm from
exploitation, since strong ties are more likelyb® useful when the firm is in an insecure,

compromised situation. Strong ties are critical tfog ability to build new relations in times of
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crisis (Pool, 1980; Scarbrough et al., 2013). lis gtudy, the relevant dimension is structural,
since it refers to the overall pattern of mections between actors, whom they reach and
how they reach them (Burt, 1992) and helps utaedshow some of the individual attributes

increase the likelihood of performing co-opetitaxctivities.

3. Hypotheses Development

3.1 Networking capabilities and co-opetition out@sm

Networking capabilities are the capabilities a fidevelops to identify, cultivate, and manage its
networks with different strategic partners and tveldop its networking skills to utilize,
maintain, and extend its relationships (Hayter,301Recently, scholars have suggested that
SMEs in an industry need to collaborate with coritqest so that they can create economies of
scale, mitigate risk, and leverage resources togeti{Gnyawali & Park, 2009, p. 309). SMEs
will need networking capabilities to renew competes and to achieve congruence with the
changing business environment (Quintana & Benayig@82). Networking capabilities provide
the SMEs with novel ideas, giving them greater ssd® a broader base of information and
resources and enabling the transfer of knowledgengmndividuals or teams (Uzzi, 1997).
Previous studies have analyzed the importance-opetition for development and improvement
of new products (Huang et al., 2010; Corallo et 2012), like the work by Ettlie & Paviou
(2006), in which they analyzed the dynamic cap@édithat result from interfirm partnerships
during new product development. Another examplénéswork by Wessel (2004), in which he
explores how new product development performancaffected by the information available
between firms with formal collaboration agreemen®ther authors have analyzed the

importance of how knowledge from multiple partnass effectively integrated in inter-

101



organizational new product development (Corallalet2012). The high cost and risk associated
to developing a new product in the technology secém be especially problematic for smaller
firms operating with limited resources and that aspecially vulnerable to environmental
discontinuities (Parker, 2000). Because of this, gartners with whom a firm collaborates may
play a critical role, since they represent an ingodr source of new ideas and their
commercialization (Afuah, 2000; Matt et al., 201Phese relations involve certain openness and
vulnerability and they require high levels of truamong firms (Morris et al., 2007).
Technological knowledge is one form of intangiblsset that can serve as a source of
competitive advantage when it is valuable, nonatyig, and non-substitutab{Barney, 1991);
co-opetition is an important way to acquire newhtedogical knowledge and skills from the
partner and to create and access to other capeiliased on an intensive exploitation of
existing R&C (Quintana & Benavides, 2002). The peitition to develop new products is rooted

in the social network perspective (Hayter, 2013)e[ we can hypothesize:

H13: The strength of networking capabilities incsea the likelihood of taking part in

co-opetition relations to develop new products.

Similarly, some business networks and contractuaklational alliances are driven by criteria
like economic rationalities (Schulze-Ehlers et #@014; Galdeano-Gomez et al., 2015).
Outsourcing can be defined as the act of subcdirigaout all or parts of the functions of a firm
to an external party (Gilley et al., 2004). Eveauh it can refer to all activities, in this studg
focus in those activities that are not the coreghef business and in which the SMEs operate
below minimum efficient size, and therefore haveoat disadvantage compared to larger firms
(Sarkar et al., 2001). Due to this, associatiom wther firms allows them to obtain economies of

scale and reduce costdf the focal activity is not a source of sustair@mbbmpetitive advantage
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- in other words, others are performing this adinat a lower cost and/or with lower quality —
then it makes sense to outsour¢gMudambi & Venzin, 2010, p. 1528). Previous seslhave
discovered efficient usage of outsourcing servioeseducing logistics costs (Heshmati, 2003),
retailing (Fisher & Raman, 1996), and revenue mamagt (Talluri & Van Ryzin, 2004).For
many companies, outsourcing partnerships are beisgd to achieve rapid, sustainable
improvement in enterprislevel performance. More specifically, in additianthe baseline value
of reducing costs and offloading unimportant atiééd, partnership with an outsourcing vendor
can be used to gain access to competitive skillgrove service levels, and increase the
company’s ability to respond to changing businessds”. (Linder et al., 2002, p. 23). Much of
the discussion about outsourcing in the literatbas focused on the potential cost saving
associated with non-core activities of the firmgeamtion (Gilley et al., 2004), in general, SMEs
tend to outsource those operations where the createe is low (Mudambi & Venzin, 2010).
An important antecedent for success in outsourigng build network exchange structures with

outsiders (Zeffane, 1995). Then we can hypothesize:

H14: The strength of the networking capabilitiesreases the likelihood of taking part in

co-opetition relations to outsource peripheral &ites.

3.2 The hybrid growth strategy as mediator

Several growth strategies have been presentee iarttiepreneurship literature (Pasanen, 2007).
From the growth management approach, it is possibldassify three growth strategies, each
one with its own characteristics. Penrose (1958arty divided two of them. First, is internal or
organic growth, which is focused on internal reskand development (McCann, 1991). Second

is external or acquisitive growth, where firms griete when one purchases another (Levie,
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1997), which is more common in mature industried Emger firms (Henrekson & Johansson,
2010). A third growth strategy is introduced.dltcalled hybrid growth and shares elements from
both organic and acquisitive (Williamson, 1991).cAding to McKelvie & Wiklund (2010), it
involves relationships with external actors, whittaining responsibility and control of the
assets and their usage. It includes different vadiyslating, like franchising, licensing, alliances
or joint ventures (McCann, 1991; Levie, 1997), savhavhich are more common than others in
different sectors. In the hospitality sector, frais;ng is a common growth mode (Combs &
Ketchen, 2003); in manufacturing and distributilicensing is common among young firms that
need to complement their assets (Arora et al., RO@lcontrast, when two firms decide to
collaborate on technological developments, thetaioaships are formal and complex, since
they involve a high degree of compromise from bbtms and risk sharing. With these
collaborations, firms can use other firms’ techigyl®o develop products instead of investing in
developing the technology from the onset (McKel&eéNiklund, 2010, p. 275). On the other
hand, outsourcing also involves creating formahtaxtual structures, even when the motive is
related to subcontracting peripheral activitieFirths tend zealously to protect their core
businesses and, are thus more willing to enterlumg peripheral activities which offer wider
scope for organizational learning and less vulnéligbfrom sharing confidential informatidn
(Todeva & Knoke, 2005, p. 7). Previous studies haliewn this strategy’s usefulness to
overcome a lack of specific technological knowledg®mgedoorn & Schakenraad, 1994) or
international/local knowledge (Lu & Beamish, 2006jybrid growth is based on formal,
cooperative mechanisms trying to license other dirtechnology to jump-start their own
internal, innovative processes (McCann, 1991). fmediating function of a third variable

represents the generative mechanism through whielfdcal, independent variable is able to
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influence the dependent variable of interest (Bakaikenny, 1986). Some authors have shown
the existence of a relation between the networkiayggabilities and the hybrid growth strategy
(Zou et al., 2010). Networking with various strategartners contributes in sharing the risk in
innovative processes (Ramachandran & Ramnarayd8),18xchanging information (Larson,

1991), and increasing the speed of technology feeaikotabe et al., 2003).
Therefore, we can hypothesize that:

H13a: The hybrid growth strategy is a mediating ighlte between the level of the
networking capabilities and the likelihood of tadipart in co-opetition relations

to develop new products.

H14a: The hybrid growth strategy does not have diatig effect between the level of

the networking capabilities and the co-opetitiorotdsource peripheral activities.

4. Methodology
4.1 Data and sample

Like Davidsson et al. (2006) recommended, we usédraogeneous sample to find relevant
information to the particular sector and type ofnfi This sample is formed by SMEs in the
ETICS in Mexico, due to the fast growth rate it lhasl in the last decade (4.560 billion USD of
direct investment). We used the definition of SMIE ferth by the Secretary of Economy, which
considers those firms with 250 employees and ansalals of up to 250 million of Mexican

pesos. The questionnaire was designed in Spandhvas intended to be administered face to

face to the CEOs. Additionally, experts from thetsewere consulted to validate the instrument
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and avoid misunderstandings with the wording. Midghe answers were expressed on a Likert

scale, where 1=strongly disagree; 5=strongly agrbe.rest are ordinal or quantitative variables.

A pilot project survey was done in the city of Gakajlara. To gather the information, we hired
the firm BERUMEN S.A. and signed agreements withAANC and with the CANIETI. The
final universe was 2,095 firms throughout the coyni,092 (52.1%) in Mexico City, 556
(26.5%) in Guadalajara, 393 (18.7%) in Monterreyd &4 (2.6%) in other states. The pilot
sample consisted of 25 firms and helped in theection of the wording of the questionnaire.
Then we sent e-mails to the CEOs to invite thempatdicipate in the study. Based on the positive
responses, we arranged face-to-face appointmerntexico City, Guadalajara, and Monterrey
and carried out the survey by phone in the reghefcities. We obtained 450 valid responses
distributed as follows: 40% located in Mexico CiB8% in Guadalajara, 23% in Monterrey, and
9% in other cities. From these 450, 296 firms haglaged in interfirm collaborations in the last

three years, and were thus chosen to test the Ingyped. In
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Table 13. Sample characteristics of SMEs who madeltaborations with firms
in the same sector

we present some characteristics found in this rewipy
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Table 13. Sample characteristics of SMEs who madeltaborations with firms
in the same sector

Frequency % Frequency %

CEO Nationality Business Cycle

Mexican 293 99 Early Stage 18 6.1

Not Mexican 3 1 Initial Growth Stage 75 25.3
Growth Stage 166 56.1

CEO Sex Mature Stage 35 11.8

Male 234 79.1 Unanswered 2 0.7

Female 62 20.9

Company age until 2014

CEO Highest

educational degree Between 1 and 5 134 45.3
Elementary school 17 5.7 Between 6 and 10 75 25.3
High school 77 26 Between 11 and 15 47 15.9
Technical 45 15.2 More than 15 40 13.4
College 127 42.9
Master/PhD 28 9.5 S'L‘j‘r';"t;eg g{fmployees
None 2 0.6 Less than 30 262 88.2
Between 30 and 60 18 6.1
CEO Additional
Management Between 61 and 100 6 1.9
Courses
Yes 91 30.7 Between 101 and 200 9 2.6
No 202 68.2 Between 201 and 220 1 0.3
Unanswered 3 1
Business Sales during 2014
(million pesos)
CEO Age Less than 1 153 50.9
Less than 20 1 0.3 Between 1 and 20 117 38.9
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Table 13. Sample characteristics of SMEs who madel@aborations with
firms in the same sector (continued)

Between 20 and 30 97 32.8 Between 21 and 40 14 4.5
Between 31 and 40 93 31.3 Between 41 and 60 4 1.2
Between 41 and 50 62 211 Between 61 and 80 7 2.2
Between 51 and 60 33 11 Between 81 and 100 0 0
Between 61 and 70 7 2.3 Between 101 and 120 1 0.3
More than 70 years 3 0.9 Between 121 and 140 0 0
Between 141 and 160 0 0
Family Business More than 160 0 0
Yes 171 57.8 Unanswered 0 0
No 125 42.2

Company Location

Mexico City 114 38.5
Monterrey 75 25.3
Guadalajara 73 24.7
Other 34 11.5

Source: Self-elaborated

4.2 Variables

The unit of analysis for this study is the motieeesstablish a collaborative relationship, and we
selected two different expected outcomes. The ir$d develop and/or improve new products.
New product development studies have highlightechymiadustries, but they have primarily

focused on high technology industries (Wessel, 2004is paper incorporates an ETICS
industry perspective of new product developmerkinasthe CEOs whether they had developed
new products with another company within the seatothe past three years. The second is
related to cost reduction through outsourc{iigdeva & Knoke, 2005). Similar to the first

expected outcome, respondents were asked to iadighether they outsourced services to

another company within the sector in the past thyears. The independent variable is
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networking capabilities. They include all the parship relations of the firm: internal and
external links, including personal networks. Thamtasks about interpersonal (friends, family
members, colleagues) and interfirm (government eigsn professional associations, relations
with investors) relationships. (Fu et al.,2006).eTimediating variable is the hybrid growth
strategy, which contains two items. The first retad firm’s growth with licensing (buying or
selling) technology to other firms. The secondtesdaggrowth with the establishment of any kind

of partnership contract, such as franchising, kogg and joint ventures (Zou et al., 2010).

Logit regressions were done for each outcome fterfinm collaborations. To perform the
appropriate analysis for testing mediational hype#s, we followed the previous work by Baron
& Kenny (1986). At first, a logit regression is domabout networking capabilities (causal
variable) and the expected outcome of the colldlwra(dichotomous dependent variable).
Afterwards, it was proven that the networking calitss are related to hybrid growth
(mediating variable) through a linear regressiohisTstep essentially involves treating the
mediator as if it were an outcome variable. Thendrka logit regression, considering as the
dependent variable the expected outcome to cobéda@nd as predictors both the networking
capabilities and the hybrid growth strategy. We sbid because it is not enough to only relate the
hybrid growth strategy with the dependent varialtlecause the mediating variable and the
dependent variable can also be related, since &@ticaused by the networking capabilities.
Therefore, the networking capabilities must be il@d when establishing the mediator over

the dependent variable.
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5. Statistical Analysis and Results
5.1 Statistical analysis

We used SPSS to develop two exploratory factoryaeal (EFA), in both we used the maximum
likelihood extraction method and VARIMAX rotatiorthe first EFA is about the firms’
networking capabilities; the second one relatestédmas to the hybrid growth strategy. The first
EFA’s results showed that there was a factor weethnetworking capabilities, which matches
the expected solutions. Similarly, the second ERA&uIIts showed that there was a factor, which
we named hybrid growth. We obtained satisfactosulte from both the Kaiser-Meyer-Olkin
statistic and the Bartlett's Test of Sphericityf e@dmmunalities were above 0.5 and the
cumulative variance of all sets of factors was of@¥o (appendix IX). We carried out reliability
tests to ensure consistent results, a confirmdemtpr analysis (CFA) using AMOS 22 resulted
in y>7=2.56, incremental fit index (IFI) =0.992, normélifdex (NFI) = 0.988, comparative fit
index (CFI) = 0.992, and root mean square erroragbroximation (RMSEA)=0.073. We
conducted Chi-square tests, with a significant lowalue in the base model, indicating a
satisfactory discriminant validity (Bagozzi & Yi022). The results of the coefficients of factor
loadings are significant (p < 0.001) and are degich appendix X. The measurement model is
shown in appendix XI. In Table 14 we can see thatd is a correlation between the hybrid
networking capabilities and strategy, which is etpd by the nature of both constructs.
This relationship was analyzed in chapter 2 of tthssis. There was not a problem of
multicollinearity since the mediating effect of thgbrid strategy was tested. Since the dependent

variable is categorical, in order to prove the hijpses, we developed logit regression models.
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Table 14. Means, standard deviations, and correlains of consequences
of growth strategies

Variables 1 2 3 4
1. Networking capabilities 1
2. Hybrid growth 0.624 1
3. Firm age 0.049 0.005 1
4. Firm size 0.117* 0.040 -0.041 1
Mean 0 0 8.53 17.83
Standard deviation 1 1 6.32 11.16

*p < 0.10; **p<0.01; ***p<0.001

Source: Self-elaborated

5.2 Results

Table 15 presents the logit models’ estimationateel to co-opetition to develop a new product.
First, a direct path between the networking capasl and the outcome of new product
development total score was established using tegiession (coefficient = 0.394< 0.01). To
examine whether or not this path was mediated byhgfbrid growth total score, first, the path
from networking capabilities to hybrid growth, tbtscore was examined and found to be
significant (coefficient = 0.618, p < 0.001). Nexietworking capabilities and hybrid growth
total score were entered simultaneously with neadpct development. Results show that the
path from hybrid growth total score to new proddetvelopment total score was significant
(coefficient = 0.448, p=0.002), whereas the pabtimfnetworking capabilities symptoms to new
product development was no longer significant (toeht =0.124, p=0.406). Thus, the

requirements of Baron & Kenny (1986) for full metba were met.
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Regarding the H13 of this paper, there is evidestamving that networking capabilities affect
significantly the probability of collaborating witdnother firm within the sector to develop new
products (coefficient = 0.399 < 0.01). Regarding H13a, we identified that theyeaitotal
mediating effect of the hybrid growth strategy, &gse by applying the mediating variable to the
model, the direct effect between the networkingatépies and collaborating to develop new
products was found to be irrelevant (coefficiend.£24), while the effect of the hybrid growth
strategy over collaborating to develop new prodweds significant (coefficient = 0.449, <
0.002). Therefore, the hypothesis is supportedureid@ displays the relation between these
variables and the results shown in Table 15.

Table 15. Logit models’ analyses for networking cagiilities related to co-opetition to
develop new products, mediated by the hybrid growtlstrategy

Dependent Independent(s) B S.E. Wald -2 of No. of
verisimilitude observations

Hybrid growth Networking 0.618*** 0.048

capabilities
New product Networking 0.391** 0.120 10.671 399.151 296
development capabilities
New product Networking 0.124 0.149 0.692
development capabilities

0.448** 0.148 9.233 389.509 296

Hybrid growth

*p<0.1; **p<0.01;***p<0.001

Source: Self-elaborated

113



Figure 8. Relations between networking capabilitieand new product development,
mediating effect of hybrid growth strategy

0.391%**
Networking (p=0.002) New product
Capabilities development

Hybrid growth

strategy
0.448***
0.618%** (p=0.002)
0.124
Networking (p=0.406) New product
Capabilities development

Source: Self-elaborated

Similarly, Table 16 shows the logit models’ estiimas related to the outsourcing of peripheral
activities. First, a direct path between the nekivigy capabilities and the outcome of outsourced
peripheral activities total score was establishgithigilogit regression (coefficient = 0.540=
0.000). To examine whether or not this path wasiated by hybrid growth total score, first, the
path from networking capabilities to hybrid growthtal score was examined and found to be
significant (coefficient = 0.618, p = 0.001). Nexgtworking capabilities and hybrid growth
total score were entered simultaneously with outsxliperipheral activities. Results show that
the path from hybrid growth total score to outseuperipheral activities total score was not

significant (coefficient = 0.080, p = 0.601), whasethe path from networking capabilities
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symptoms to outsourced peripheral activities wasiicant (coefficient = 0.492, p = 0.002).

Thus, there is no mediating effect of hybrid grostiategy.

Regarding the H14 of this paper, there is evidestogwing that the networking capabilities
affect significantly the probability of collaborag with another firm within the sector to develop
new products (coefficient = 0.540= 0.000). Therefore, the hypothesis is supporteegarding
hypothesis H14a, we identified that the effecth& hybrid growth strategy over collaborating to
outsource services is not statistically significgobefficient = 0.080). Therefore, it is not
considered as a mediating variable in the relatietween the networking capabilities and the
outsourcing of peripheral activities, thus the hyesis is supported. Figure 9 summarizes the

results presented in the table.

Table 16. Logit models’ analyses for networking cagilities related to co-opetition to
outsource peripheral activities, mediated by the hyrid growth strategy

Dependent Independent(s) B S.E. Wald -2 of No. of
verisimilitude observations

Hybrid growth Networking 0.618*** 0.048

capabilities
Outsource Networking 0.540** 0.134 16.196 360.966 296
peripheral activities capabilities
Outsource Networking 0.492** 0.162 9.248
peripheral activities capabilities

0.080 0.154 0.273 360.693 296

Hybrid growth

*p<0.1; **p<0.01;**p<0.001

Source: Self-elaborated
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Figure 9. Relations between networking capabilitieand outsourcing, mediating effect of
the hybrid growth strategy

0.540%**
Networking (p=0.000) Outsourcing
Capabilities
Hybrid growth
strategy
0.080
0.618*** (P=0-601)
0.492%**
Networking (p=0.002) Outsourcing
Capabilities

Source: Self-elaborated

6. Discussion and Conclusions

Collaboration mechanisms allow firms to obtain geei outcomes, due to the identification of
partnering opportunities (Todeva & Knoke, 2005)ctiealarly, since most SMEs are small and
have limited resources, they have an incentiveréate value through association (Lumpkin &
Dess, 1996; Shane & Venkataraman, 2000). Previtudies have shown the importance of
SMEs establishing connections to resources ancesithan opportunity structure. This process
is motivated by a firm’s own R&C (Aldrich & Zimmed,986; Dubini & Aldrich, 1991). These

networking capabilities allow firms to identify Wotbusiness opportunities and resources

(Aldrich & Zimmer, 1986).
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Even though there are different possible outcomesmSEMES collaborate with firms within the

same sector (Todeva & Knoke, 2005), we decidechtadyae two particular cases. The first is
related to the expected outcome that examines BMiBEs within the same sector collaborate to
develop new products. The second is related toetH®SIEs within the same sector that
collaborate to outsource peripheral activities (Sof-Ehlers et al., 2014; Perez & Galdeano-

Gomez, 2015).

The obtained results show that the intensity ofrtbvorking capabilities’ allocation increases
the likelihood of firms deciding to engage in coetipon with firms within the same sector, in

order for them to together develop new productsr{fana & Benavides, 2002; Haeussler et al.,
2012) and to outsource peripheral activities, wiécbonsistent with previous studies (Gnyawali

& Park, 2009).

Our results match those of previous studies. Anmga is the one done by Sherer (2003), in
which it was found that networks are the meansntmlve interdependent firms involved in
similar activities into participating in collabona development of new products. Another
example is the work by Ettlie & Pavlou (2006), whishowed that partnership dynamic

capabilities significantly influence the new protidevelopment.

Regarding the likelihood to outsource peripherdivaes, our results show that the intensity of
networking capabilities increases the likelihoodatsourcing with other firms within the same
sector. This is consistent with the study by Shé&e03), which discovered soft or explorative
networks allow firms to share resources and engagmllaborative, cost reducing strategies.
Other authors, such as Agarwal & Ergun (2008), algeee with our findings, since they found
that collaborative service networks provide theacdty to reduce costs through outsourcing in

communication and transport services.
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We consider our most relevant contribution to Hateel with the results obtained regarding the
hybrid growth strategy’s mediating effect, sincésjtaccording to different authors, an area with
little empirical research (Gilbert et al., 2006; K&gvie & Wiklund, 2010). When firms decide to

follow the hybrid growth strategy, they base thggiowth on licensing technology to/from other

firms, sharing technology in both directions, amdtpering with other firms in core objectives.

Our results show that the hybrid growth strategg mediating variable between the networking
capabilities and the co-opetition to develop neadpcts (Haeussler et al., 2012; Tomlinson &
Fai, 2013). Hybrid modes consist of contractual relationshipattbind external actors to the
firm at the same time as the firm maintains a dgertanount of ownership and control over how
any assets are usé{McKelvie & Wiklund, 2010, p. 274). We agree Withe results obtained

by Gnyawali & Park (2009) who showed that firmsché® establish strategies to pursue ways to
simultaneously engage in collaboration and compatwvith other firms in the industry, since
their competitors’ resources are more useful thase that come from other sectors and because
they can be used directly in the development of pesducts. New product development co-
opetition is an important research issue that sgmes the forefront of the changing dynamics of

competition and cooperation (Wind & Mahajan, 1997).

Additionally, our results showed that the hybridgth strategy does not have a mediating effect
on the relation between networking capabilities &mel likelihood of outsourcing peripheral
activities between companies within the same sgctmtrary to what was expected. This may
be because some firms consider outsourcing exelysas a cost-reduction process and not as a
strategy to develop performance-based partnersimgsin general, they do not involve licensing
or technology transfer processéhere] are excellent examples of collaborativeexible and

innovative approaches to project and outsourcingti@xts. Unfortunately the state of the art in
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this area has long been grounded, for the most, pamon-flexible task-oriented contracts that
focus primarily on risk avoidance, liability limiian and lowest possible cosfVitasek &
Manrodt, 2012, p. 5). Another reason could be twagn two firms work together to develop a
new product, the risk and the protection againgtodpinistic behavior can force the firms to
create contracts for the secrecy and knowledgesfeegnwhich is a characteristic of hybrid
growth. But, in the traditional conception of ouisdng peripheral activities, the level of
compromise, the interrelation, and high risk areasoevident in these types of contracts, making

them less trust-based and simpler.
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CHAPTER 5

CONCLUSIONS, IMPLICATIONS, LIMITATIONS AND FUTURE ESEARCH

DIRECTIONS OF THE DISSERTATION

In the first chapter of this doctoral dissertatiamrg explained how we decided to analyze SMES’
growth from its less studied dimension, trying teegen our understanding about how firms
grow. To do so, we established three objectives:

* To examine the relations between resource endowamehthe firms’ capabilities and the
growth strategy they follow, as well as the effeft some institutional factors as
moderators

* To identify how the growth strategy selected byiranfis related with the SME’s
performance, as well as the effect of some ingtitad factors as moderators

* To analyze the relation between the networking lo#ias and the outcomes of different
collaborations, as well as the effect of the hylgidwth strategy as mediator over this
relation

Building on the RBV and IT, we analyzed empiricalhe antecedents and consequences of the
SMEs’ growth strategic decisions. The discoveriemden regarding the first two objectives,
proved the existence of a direct relation both leetwthe specific resource endowment and the
growth strategies and between the growth strateaqidsa firm’s performance. Additionally, we
discovered the positive moderating effect of somstitutional factors over these relations.
Regarding the third objective, we found evidencemalestrating that, even though the
networking capabilities have an important role wmtlirm co-opetition, the hybrid growth
modes only have a mediating effect over the immrfcollaborations with a high level of

compromise between the collaborating firms
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In this chapter we provide the main conclusionsamietd related to these three research
objectives, which were individually developed amadged in each of the three essays preceding
this chapter. Additionally, in this chapter the iinptions and limitations of the dissertation and

suggestions for future studies are shown.

1. Main Conclusions of the Essays

The first research objective was to identify relat between resource endowment and a firm’'s
capabilities and the growth strategy it follows, agll as the moderating effect of the
institutional factors. Based on the results obt@jivee conclude that there is a relation between
the endowment of some R&C with the type of growtitategy selected by an SME, which is
consistent with the results reported in previouslists (Chen et al., 2009; Zou et al., 2010). We
found a direct relation between the TR&C and orgamowth, between the financial R&C and
acquisitive growth, and between the networking bdp&s and hybrid growth. Additionally, we
contributed to previous research on the topic bwlymng the moderating effect of the
institutional factors over the relations previousigntioned. Our conclusions are that not all the
institutional factors selected, moderate thesetiogis. We found that credit access moderates
positively the relation between financial resour@®l capabilities and acquisitive growth.
Similarly, interfirm trust moderates positively thelation between networking capabilities and
hybrid growth. On the other hand, and contraryuo expectations, we did not find statistically
significant evidence that demonstrates that the iRiderates the relation between the TR&C
and organic growth.

The second research objective was to identify hiog growth strategy selected by a firm is
related with SME performance, as well as the mdohegaeffect of institutional factors. Due to

the evidence from the obtained results, we concthde the different growth strategies cause
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different effects in firms’ performance and thatmeo institutional factors moderate these
relations. These results are relevant since theywalis better understand the performance
implications of different modes of growth. We digeced that SMEs growing through organic
growth are more likely to seek objectives of loskrilong-term survival, which is consistent
with previous studies (Pasanen, 2007; Zou et @l10P Firms that grow through acquisitive
growth pursue high risk-profit objectives. In a 8an manner, we found that firms that grow
through hybrid growth share risks and profits t@iave their competitive position by borrowing
resources from others. The results confirm prigeaech findings on partnership capabilities
showing that firms use different forms of assooiasi to gain access to external resources and to

jump-start their own internal process (McCann, 1991

Similar to the first objective, we decided to arayhe moderating effect of institutional factors.
Considering the results obtained, we concluded tivatIPP regime moderates positively the
relation between organic growth and low risk-suaViobjectives. In the same way, we
discovered that interfirm trust moderates posijivile relation between hybrid growth and
neutral risk-competitive position performance objes. We have not found statistically
significant evidence that demonstrates that thenti®Berates the relation between the acquisitive
growth and high risk-profit performance. Therefomeg concluded that certain institutional

factors moderate the relation between growth gjiaseand the performance objectives.

The third objective was to identify the relationtleen the networking capabilities and the
collaboration outcomes, as well as to identify tediating effect the hybrid growth strategy has
over this relation. We concluded that the likelidom get involved in co-opetition activities,

both to develop new products and to outsource perg activities, increases according to the

networking capabilities in the SMEs. We also found that the hybrid growth strategy is a
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mediating variable between the networking capadslitand the co-opetition to develop new
products. The hybrid growth strategy does not heaveediating effect when the co-opetition’s
outcome is to outsource peripheral activities. Timay be because, when two firms work
together to develop a new product, the risk andpitmtection against opportunistic behavior
force firms to involve in contractual organizatibf@ms as, non-disclosure agreements, which
is a characteristic of hybrid growth. On the othend, in the traditional conception of

outsourcing peripheral activities, the level of goomise, the interrelation, and the lower risk

are not as present in these types of contracts

Despite firm growth being a widely studied topiaidg the past decades, it still remains relevant
to both academics and practitioners. We agree wiitler authors about it being a complex
subject: growth is a complex and multidimensional phenomeaond cannot be adequately
explained from a single perspectiCapelleras & Rabetino 2008, p. 95). Nevertheless
consider the results presented here a relevantilootidon in better understanding and expanding
the knowledge regarding the form in which growttpissented, which has been considered in
previous studies as a necessary and fundamentattaspthe study (Davidsson et al., 2006;

McKelvie & Wiklund, 2010).
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Table 17 shows the main contributions of this dissertatitmmough the hypotheses tested in each

one of the essays.
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Table 17. Summary of the contributions through hyptheses

Essay Hypotheses Result
H1. The endowment of technological capabilities isifpaaly related to organic growth | Supported
strategy.

H2. The endowment of financial resources is positivelgted to acquisitive growth Supported
strategy.
H3. The endowment of networking capabilities is positjwelated to hybrid growth Supported
strategy.

1 H4. The IPP moderates positively the relationship betwtechnological capabilities and| Not
organic growth; such that the stronger the IPPmegthe stronger this relationship is. supported
H5. Credit access moderates positively the relationsbtpreen the financial resources an8upported
the acquisitive growth strategy; such that thergjen the credit access is, the stronger this
relationship is.

H6. Interfirm trust moderates positively the relatioipshetween networking capabilities | Supported
and the hybrid growth, such that the stronger tberfirm trust is, the stronger this

relationship is.

H7. Organic growth strategy is more likely to reachfim’s objectives of low risk- Supported
survival than others with higher risk objectives.

H8. Acquisitive growth strategy is more likely to obtdiigh risk-profit than others with | Supported
lower risk objectives.

H9. Hybrid growth strategy is more likely to reach fisnobjectives of neutral risk- Supported
competitive position than high risk-profit, or lavgk-survival objectives.

H10. The IPP moderates the positive relationship betveeganic growth and the firm’'s | Supported

2 low risk-survival objectives, so that the strontes IPP regime, the stronger this
relationship.

H11. The IPP moderates the positive relationship betveeguisitive growth and the Not

firm’s high risk-profit objectives so that the stiger the IPP regime, the stronger this supported
relationship.

H12. Interfirm trust in business transactions modertiegositive relationship between | Supported
hybrid growth and the firm’s neutral risk-compet&iposition objectives, so that the

stronger the interfirm trust, the stronger thigtieinship.

H13. The strength of networking capabilities increaseslikelihood of taking part in co- | Supported
opetition relations to develop new products.

H13a. The hybrid growth strategy is a mediating varidiséween the level of the Supported
networking capabilities and the likelihood of tafipart in co-opetition relations to develop

3 new products.

H14. The strength of the networking capabilities incesathe likelihood of taking part in | Supported
co-opetition relations to outsource peripheralatitis.

H14a. The hybrid growth strategy does not have a medjatifect between the level of theSupported
networking capabilities and the co-opetition tosoutrce peripheral activities.

Source: Self-elaborated
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2. Implications

Similarly, the thesis’s implications associatedntie three previous chapters are presented. The
findings enrich the understanding of two dimensioelsted with SMEs’ growth. First, they
highlight the importance of analyzing the performaimplications of organic vs. acquisitive vs.
hybrid growth (Davidsson & Delmar, 1997; Pasane@®Q72 McKelvie & Wiklund, 2010).
Second, as we have analyzed the similarities affereinces of different modes of growth, we
found results that can be useful for firm’ managarsl CEOs (Achtenhagen et al., 2010;

Clarysse et al., 2011; Lockett et al., 2011; Wikl Shepherd, 2003).

As mentioned in chapter 2, we found that the endeminof R&C within a firm is related to its
growth strategy and that there are institutionatdes moderating some of these relations.
Because of this, managers will have to be condistethe allocation of resources in order to
achieve their growth objectives. Firms that igntre fact that their R&C are related to the
growth strategies or that institutional factorseatfthem will be at a disadvantage with respect to
those who are conscious of it. SMEs that choodellow the organic growth strategy need to
have strong TR&C, invest in R&D and new productd patents, as well as develop their own
processes. On the other hand, there are the firatshoose acquisitive growth. They must have
a greater endowment in financial resources, inogidiiverse sources of financing and low cost
capital coming from both internal generation arahrfrbank loans or IPO. Firms that choose to
grow through hybrid growth have to develop and aunsstrong networking capabilities, using
their previous relations with friends, family, ast¢hool mates, as well as chambers and
professional colleges, to establish their businetationships. Additionally, the CEOs that

follow the acquisitive growth strategy must takéiaccount credit access and other sources of
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financing. Similarly, firms following the hybrid gwth strategy must take into account their

level of interfirm trust they have.

In chapter 3 we found the existence of a direciti@h between growth strategies and the SMESs’
performance. The implications of these resultsthat conservative firms that seek low risk-
survival should follow the organic growth stratediyereby sacrificing short term profit. This
relation is moderated by the CEOs’ IPP regime’sspective, which is related with the
investment in the technological development of fim. The firms that seek high risk-profit
objectives, prefer the acquisitive growth stratagtegrating both vertical and horizontally. And
last, firms seeking neutral risk-competitive pasitobjectives for both performance and risk will
grow through the hybrid forms, like licensing oqgawing technology from other firms, creating

strategic alliances with other firms, even withie same sector.

Deepening into the hybrid growth forms, the obtdinesults show that the networking
capabilities’ strength increases the likelihoodollaborating with other firms to obtain different
outcomes. When carrying out co-opetition activitieat necessitate high levels of compromise
and involvement, CEOs need to consider formaliang protecting their firms from possible
opportunistic behavior through legal forms of allia. This same degree of strictness is not

required when the outcome is outsourcing peripretvities.

In the end, two of the growth strategies examinechdt necessarily increase the level of job
creation; nevertheless, all growth strategies gdaevalue and profitability. Therefore, we
consider that, in terms of public policies, all @th strategies should be supported and not get

biased towards any one in particular.
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3. Limitations

Although the study provides some interesting figdinseveral limitations should be noted. This
study analyzed relations between antecedents, goesees, and special characteristics of the
growth strategies in a single environment and 8ingle sector. The study was designed to be
developed in a relatively homogeneous sector okettemomy, making the results valid for this
sector exclusively. Another limitation was that used a single informant approach in our data
collection, therefore a bias problem can occur. f@seilts expressed here were obtained from a
unique observation in time. We show the resultsiokt from a sample of the ETICS, however
it is advisable to analyze other sectors within shene environment. The results of the study
implicitly consider the institutional effects ofg@lenvironment, for the particular case of Mexico,

which we consider is a limitation of this study.

The decision of “how to grow” is a complex procéssthe firms, responding to several factors
that can vary over time. Even though we recogrz¢ the growth strategies are not mutually
exclusive, the choice approach that we suggestednaes that the SMEs prefer one growth
strategy over the other two, which is a limitatfon this study. Due to the difficulty of obtaining
guantitative data to measure performance’s indisaguch as increase in sales, output margin,
or other financial indicators, such as ROA or R@k used qualitative data related to

performance objectives, which we consider a linatabf the empirical study.

In terms of the mediating effect of the hybrid gtbwstrategy between the intensity of the
networking capabilities and the co-opetition outesirour study only considers the two selected
expected outcomes due to the difference in the comige level needed by the firms. Therefore,

we consider this a limitation to this dissertation.
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4. Future Research Directions

Basing ourselves on this dissertation’s resultsdigeovered multiple future research directions.
Even though we consider the data supplied by th@<C&s a valuable source of information, we
consider a first general line of research to beered in replicating this research, but based on
information that includes more than one informaet SME. Following the thoughts of the first

two parts of this chapter, we will present the sgpent future lines of research for each one of

the empirical essays.

In the case of the first two essays, we considerasting analyzing the antecedents and
consequences of the parallel combination of gromthides. Another line of research should
focus on doing a longitudinal analysis during ageeof time and on analyzing the existence the
sequencing of different growth strategies and theplications on a firm’s performance, or an
analysis of a real-time, longitudinal case studyfiohs utilizing different growth modes. We
show the results obtained from a sample of the BTl@wever it is advisable to analyze other
sectors in the same environment, for example atedmological sector, and contrast the results
of both studies. Another line of research couldya®afirms’ growth strategies and performance
in different countries to identify the moderatirf¢eet of institutional factors in different context
on both growth strategies and SME performance. #erdine of research would be identifying
the effect the growth strategies have over thedinperformance, taking into consideration both
guantitative indicators, like increased sales, meeemargin, or other reasons of financing, and

gualitative data.

Regarding the third essay, we also deem interestiadyzing the mediating effect of the hybrid

growth strategy in the relation between the intgnsf the networking capabilities and the co-
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opetition, while considering more outcomes thalefthe different levels of relations between
the firms, and analyzing the results of said calfakive relations with objective performance
indicators. An additional line of research coulddemtered on measuring the benefits, in terms
of performance, in function of the different co-tipen’s outcomes. Additionally, we consider
that another suggested line of research would @nébyze the knowledge sharing and transfer

processes in co-opetition.

We hope that our study will inspire further invgstions on the relation of SMEs’ growth

strategies.
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APPENDIX

Appendix I. EFA results for antecedents of growth gategies

EFA of resources and capabilities F1 F2 F3 F4 F5 F6

Technology capability (CA=0.849)

09. Allocates a high percentage of resources onpreduct 0.889

development

13. We are looking for new skilled employees, tgkimto account 0.846

internal recommendations

10. We own patents, intellectual property, prodiactd processes 0.848

themselves

11. Internal research and development is greatjyhasized 0.840

Financial resource(CA=0.702)

17. It is based on the use of retained earnings. 0.823

18. It is based on bank credits 0.810

Networking capabilities (CA=0.902)

23. Government through partnerships and profeskevents 0.881

(Chambers, Associations)

20. Business Partners through partnerships anégsiohal events 0.879

(Chambers, Associations)

21. Business based on previous relationships wihds, family 0.861

and school ex-mates

22. Government based on previous relationships frighds, 0.823

family and school ex-mates

Intellectual property protectio (CA=0.808)

24, Patent laws in Mexico provide adequate praiaabif 0.827

intellectual property

25. In the last decade patent protection has gtiengn Mexico as 0.838
a means of protection of new technologies

26. The strategic role of property rights in oumgany has 0.733

increased.

Credit access (CA=0.869)

34. We think that the banks facilitate grantingditréo firms like 0.868
ours

31. We think that the financial system providescadte support 0.838

to SME

33. The bank paperwork is easy 0.835
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32. There are enough means of financing from peifiatincial

. . . 0.796
entities for growing firms
Interfirm trust  (CA=0.786)
29. We trust in our custom 0.827
30. We trust in our business partr 0.80(
28. We trust in the legal environment for doingibass withother 0.77(

KMO and Bartlett’s Tes

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 840.
Bartlett's Test of Sphericity - Approx. Chi-Square 4259.662***
DF 152

% of Cumulative Variance 73.47%

p <0.10; *p < 0.05; *p<0.01; **p<0.001
CA Cronbach’s alpha

Source: Self-elaborated
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EFA of growth modes F1 F2 F3

Growth mode - Organic (CA=0.856)
36. Our firm’s growth is founded on R&D of produetsd processes to innovate 0.935

35. Internal development via innovation and R&D 0.934

Growth mode - Acquisitive (CA=0.894)
40. The acquisition of other firms or businesssriusiness related to our business 0.949

39. The acquisition of other firms or businesssrbusiness NOT related to our

. 0.942
business

Growth mode - Hybrid (CA=0.802)
37. License technology to / from other firms (wargd technology in any direction) 0.913

38. Strategic alliances or some other form of dstioa 0.903

KMO and Bartlett’s Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 670
Bartlett's Test of Sphericity - Approx. Chi-Square 2099.81 1 ***

% of Cumulative Variance 87.22%

p <0.10; *p < 0.05; **p<0.01; ***p<0.001
CA Cronbach’s alpha

Source: Self-elaborated
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Appendix II. Loadings for antecedents of growth stategies

ltems Loading

Technoloav capability

09. Allocates a high percentage of resources onpreduct development 0.897

13. We are looking for new skilled employees, tgkimo account internal recommendations 0.816

10. We own patents, intellectual property, prodactd processes themselves 0.852

11. Internal research and development is greatiyhersized 0.848

Financial resource

17. It is based on the use of retained earnings. 0.534

18. It is based on bank cret 0.56¢

Networking capabilities

23. Government through partnerships and profesk@amats (Chambers, Associations) 0.856

20. Business Partners through partnerships anégsiofal events (Chambers, Associations) 0.808

21. Business based on previous relationships wighds, family and school ex-mates 0.821

22. Government based on previous relationships fiighds, family and school ex-mates 0.839

Intellectual property protection

24. Patent laws in Mexico provide adequate prateatif intellectual property 0.790

25. In the last decade patent protection has dtrengn Mexico as a means of protection of 0.845
new technologies

26. The strategic role of property rights in oumgany has increased. 0.665

Credit access

34. We think that the banks facilitate grantingditréo firms like ours 0.880

31. We think that the financial system providescadée support to Sk 0.79(

33. The bank paperwork is e 0.76¢

32. There are enough means of financing from peifiatincial entities for growing firms 0.753

Interfirm trust

29. We trust in our custom 0.76i

30. We trust in our business partr 0.70(

28. We trust in the legal environment for doingibass with other companies. 0.759

Growth mode - Organic

36. Our firm’s growth is founded on R&D of produetsd processes to innovate 0.853

35. Internal development via innovation and R&D 0.880
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Growth mode - Acquisitive

40. The acquisition of other firms or businessariusiness related to our business

39. The acquisition of other firms or businesssiriusiness NOT related to our business

Growth mode - Hybrid
37. License technology to / from other firms (wargd technology in any direction)

38. Strategic alliances or some other form of dation
Model fit: x%g=1.592, p=0.000; CFI=0.976, IFI=0.976, GFI=0.93M$EA=0.036

0.881
0.918

0.757
0.885

Source: Self-elaborated
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Appendix Ill. AMOS output of measurement model of antecedents of growth strategies
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Appendix IV. Robustness tests with subsamples vakting firm size, and firm age, for

growth strategies.

Resources and capabilities and organic growth sttagy of the SMEs by size
(small)

(Non-standardized g coefficients. Robust standard errors are in parerteses. )

Variables Model 1 ddel 2 Model 3
Control

Firm’'s age 0.000 (0.010)

Family business -0.054 (0.119)

Resources and capabilities

Technological 0.612 (0.062)
Financial 0.117 (0.061)
Networking capabilities -0.132 (0.062)

Institutional effects

IPP

Interaction

Technological*IPP

R square 0.424
F 28.651"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and organic growth stragy of the SMEs by size (big)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s age -0.006 (0.006)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

IPP

Interaction

Technological*IPP

R square

F

-0.068 (0.088)

0.695 (0.053)
0.133 (0.042Y
-0.074 (0.047)

0.508
50.088"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and organic growth sttagy of the SMEs by age (new)

(Non-standardizedp coefficients. Robust standard errors are in pareriieses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size -0.001 (0.001)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

IPP

Interaction

Technological*IPP

R square

F

0.048 (0.097)

0.683 (0.061])
0.102 (0.053)
-0.075 (0.056)

0.483
36.651"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and organic growth sttagy of the SMEs by age (old)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.003 (0.003)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

IPP

Interaction

Technological*IPP

R square

F

-0.136 (0.102)

0.648 (0.055)
0.144 (0.047)
-0.117 (0.054)

0.465
41.991"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and acquisitive growtstrategy of the SMEs by size

(small)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’'s age 0.018 (0.011) -0.001 (0.010)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Credit access

Interaction

Financial*Credit access

R square

F

0.016 (0.135)

0.083 (0.069)
0.349 (0.080)
0.041 (0.068)

0.128
5.740"

0.027 (0.113)

0.168 (0.052)
0.092 (0.066)
0.017 (0.053)

0.612 (0.066)

0.166 (0.076)

0.469
24.393"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and acquisitive growtstrategy of the SMEs by size (big)

(Non-standardizedp coefficients. Robust standard errors are in pareriieses. )

Variables Model 1 Model 2 Model
Control
Firm’'s age 0.011 (0.011) -0.005 (0.008)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Credit access

Interaction

Financial*Credit access

R square

F

0.011 (0.118)

-0.044 (0.062)
0.416 (0.059)
0.039 (0.062)

0.189
11.3557

0.020 (0.096)

0.015 (0.045)
0.223 (0.052Y
-0.055 (0.046)

0.555 (0.060)

0.092 (0.047)

0.478
31.494”

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and acquisitive growttrategy of the SMEs by age
(new)

(Non-standardizedp coefficients. Robust standard errors are in pareriieses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size -0.001 (0.001) -0.002 (0.001)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Credit access

Interaction

Financial*Credit access

R square

F

-0.140 (0.123)

-0.063 (0.067)
0.374 (0.067)
0.053 (0.065)

0.166
7.793"

-0.002 (0.111)

-0.001 (0.057)
0.179 (0.065)
-0.022 (0.052)

0.548 (0.070)

0.067 (0.069)

0.398
18.343"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and acquisitive growthrategy of the SMEs by age (old)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size -0.003 (0.003) -0.003 (0.002)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Credit access

Interaction

Financial*Credit access

R square

F

0.094 (0.121)

0.055 (0.061)
0.395 (0.065)
0.031 (0.063)

0.152
8.698"

-0.018 (0.095)

0.117 (0.041)
0.149 (0.053)
-0.038 (0.047)

0.587 (0.058)

0.136 (0.052)

0.508
35.384"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and hybrid growth straggy of the SMEs by size
(small)

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s age -0.012 (0.010) -0.014 (0.010)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Interfirm trust

Interaction

Networking capabilities* Interfirm

trust

R square

F

-0.150 (0.113)

0.045 (0.057)
0.138 (0.060)
0.511 (0.058)

0.330
19.248"

-0.127 (0.109)

0.019 (0.060)
0.133 (0.064)
0.481 (0.061)

0.158 (0.066)

0.047 (0.056)

0.351
14.918"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated

165



Resources and capabilities and hybrid growth straggy of the SMEs by size (big)

(Non-standardized g coefficients. Robust standard errors are in parerteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm's age 0.003 (0.007) -1.488E-005 (0.007)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Interfirm trust

Interaction

Networking capabilities* Interfirm
trust

R square

F

0.050 (0.098)

0.091 (0.053)
0.097 (0.047y
0.709 (0.057)

0.464

ok

42.040

0.053 (0.090)

0.002 (0.047)
0.080 (0.045)
0.536 (0.066)

0.382 (0.080)

0.121 (0.054)

0.525
38.111"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated



Resources and capabilities and hybrid growth stratgy of the SMEs by age (new)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size -0.001 (0.001) -0.002 (0.007)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Interfirm trust

Interaction

Networking capabilities* Interfirm
trust

R square

F

-0.034 (0.118)

0.109 (0.062)
0.042 (0.057)
0.615 (0.057)

0.381
24.089"

-0.039 (0.107)

0.057 (0.064)
0.041 (0.054)
0.62 (0.056)

0.235 (0.061y

0.083 (0.052)

0.425
20.465"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Resources and capabilities and hybrid growth stratgy of the SMEs by age (old)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.001 (0.002) -5.714E-005 (0.002)

Family business

Resources and capabilities
Technological
Financial

Networking capabilities

Institutional effects

Interfirm trust

Interaction

Networking capabilities* Interfirm
trust

R square

F

0.019 (0.102)

0.051 (0.049)
0.165 (0.053)
0.622 (0.053)

0.422
35.369"

0.049 (0.097)

-0.018 (0.049)
0.142 (0.054Y
0.491 (0.063Y

0.325 (0.073)

0.122 (0.056)

0.474
30.935"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Appendix V. EFA results of concequences of growthrategies

EFA of growth modes

F1 F2 F3

Growth mode - Organic (CA=0.856)

35. Internal development via increasing resoutge) human and physical 0.935
36. Internal development via innovation and R&D 0.934
Growth mode — Acquisitive (CA=0.894)

40. The acquisition of other firms or businesssiusiness NOT related to our

business 0.949

39. _The acquisition of other firms or businessariusiness related to our 0.942
business

Growth mode - Hybrid (CA=0.802)

37. Lipense technology to / from other firms (wargd technology in any 0.913
direction)

38. Strategic alliances or some other form of dssioa 0.903
KMO and Bartlett’s Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 70.6
Bartlett's Test of Sphericity - Approx. Chi-Square 2099.811"

% of Cumulative Variance 87.22%

p <0.10; *p < 0.05; *p<0.01; **p<0.001
CACronbach’s alpha

Source: Self-elaborated
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EFA of institutional factors

F1

F2

Intellectual property protection (CA = 0.888)

24. Patent laws in Mexico provide adequate prataabf
intellectual property

25. In the last decade patent protection has stiengn Mexico
as a means of protection of new technologies

26. The strategic role of property rights in oumgany has
increased.

Interfirm trust (CA = 0.798)
29. We trust in our customers and suppliers
30. We trust in our business partners

28. We trust in the legal environment for doingibass with
other companies.

KMO and Bartlett’s Test

0.915

0.898

0.896

0.859

0.838

0.825

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.847

Bartlett's Test of Sphericity - Approx. Chi-Square 4259.662"

DF 153

% of Cumulative Variance 73.47%

p <0.10; *p < 0.05; *p<0.01; ***p<0.001
CACronbach’s alpha

Source: Self-elaborated

170



EFA SME performance

F1 F2 F3

Long-term survival

41. Survival in the market in the long term 0.971

Profit attainment

45. Increasing the level of profitability 0.977
Realizedcompetitive edvantages(CA=0.836)

43. Competitive advantage through the creationnaf know-how 0.889

42. Competitive advantage through the best perfocedacing competition 0.859

44. Competitive advantage through differentiatibproducts and services 0.849

KMO and Bartlett’s Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 84.6
Bartlett's Test of Sphericity - Approx. Chi-Square 626.915*+*
DF 10

% of Cumulative Variance 85.37%

p <0.10; * p <0.05; **p<0.01; ***p<0.001
CACronbach’s alpha

Source: Self-elaborated
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Appendix VI. Loadings for consecuences of growth sitegies

Items

Loading

Growth strategies

Growth mode - Organic
36. Our firm’s growth is founded on R&D of produetsd processes to innovate

35. Internal development via innovation and R&D

Growth mode - Acquisitive

40. The acquisition of other firms or businessariusiness related to our business
39. The acquisition of other firms or businesssrbusiness NOT related to our business

Growth mode - Hybrid
37. License technology to / from other firms (wargd technology in any direction)

38. Strategic alliances or some other form of dation

Firm p erformance
Low risk - survival

41. The achievements of our company have focused t&rm survival of our firm in the
market

High risk-profit

45. The achievements of our company have focon increase the profit lev

Model fit: y%¢=2.459, p=0.000; CFI=0.964, IFI=0.965, GFI=0.958)$EA=0.057
a Single sca

Neutral risk - competitive positior
42. The achievements of our company have focusdéielop advantages in the

customization of performance over our competitors

43. The achievements of our company have focusddielop advantages in the creation of
know-how

44. The achievements of our company have focusdduelop advantages in the value-added
products and services.

Model fit: ¥%=2.567, p=0.000; CFI=0.992, IFI=0.992, GFI=0.99BMSEA=0.073

0.853
0.880

0.881
0.918

0.757
0.885

0.852

0.766

0.765

Source: Self-elaborated
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Appendix VII. AMOS output of measurement model of onsequences of growth strategies

Source: Self-elaborated
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Appendix VIII. Robustness tests with subsamples valating firm size, and firm age, for

performance.

Growth strategies and low risk-long term survival d the SMEs by size (small)

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables ddel 2 Model 3
Control
Firm’s age -0.008 (0.010) -0.008 (0.009)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Organic* IPP

R square

F

-0.006 (0.128)

0.505 (0.064]
0.021 (0.056)
-0.204 (0.061)

0.336
19.7457

-0.057 (0.116)

0.557 (0.061)
0.019 (0.056)
-0.191 (0.061)

0.158 (0.061)

0.134 (0.060)

0.392
17.74067

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and low risk-long term survival d the SMEs by size (big)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’'s age -0.002 (0.008) -0.003 (0.008)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Organic* IPP

R square

F

0.037 (0.100)

0.610 (0.059)
-0.066 (0.053)
-0.088 (0.051)

0.358
27.094"

0.038 (0.104)

0.604 (0.058Y
-0.066 (0.052)
-0.076 (0.052)

0.126 (0.052)

0.091 (0.050)

0.385
21.574"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and low risk-long term survival d the SMEs by age (new)

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.000 (0.002) 0.000 (0.002)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Organic* IPP

R square

F

-0.007 (0.115)

0.554 (0.077)
-0.089 (0.066)
-0.144 (0.067)

0.296
16.453"

0.016 (0.114)

0.591 (0.068)
-0.090 (0.063)
-0.142 (0.066)

0.178 (0.058)

0.146 (0.052)

0.355
15.264"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and low risk-long term survival d the SMEs by age (old)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.006 (0.007 0.006 (0.003)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Organic* IPP

R square

F

0.056 (0.103)

0.573 (0.057)
0.005 (0.048)
-0.128 (0.048)

0.396
31.765"

0.017 (0.104)

0.579 (0.051)
0.005 (0.045)
-0.113 (0.050)

0.115 (0.053)

0.097 (0.048)

0.426
25.403"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and high risk-profit of the SMEsby size (small)

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s age 0.018 (0.012)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Acquisitive * IPP

R square

F

-0.188 (0.122)

-0.078 (0.062)
0.528 (0.065)
-0.064 (0.065)

0.314
17.836"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and high risk-profit of the SMEsby size (big)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm's age 0.004 (0.010)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Acquisitive * IPP

R square

F

-0.218 (0.111)

-0.009 (0.066)
0.496 (0.059)
-0.004 (0.049)

0.261
17.159"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and high risk-profit of the SMEsby age (new)

(Non-standardized g coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.001 (0.002)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Acquisitive * IPP

R square

F

-0.273 (0.117§

-0.124 (0.063)
0.456 (0.063)
-0.077 (0.046)

0.280
15.229"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and high risk-profit of the SMEsby age (old)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.004 (0.003)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

IPP

Interaction

Acquisitive * IPP

R square

F

-0.139 (0.117)

0.037 (0.059)
0.539 (0.057)
0.022 (0.056)

0.289
19.714”

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and neutral risk-competitive podion of the SMEs by size
(small)

(Non-standardized p coefficients. Robust standard errors are in parerteses. )

Variables Model 1 ddel 2 Model 3
Control

Firm’s age 0.023 (0.012) 0.016 (0.011)
Family business 0.120 (0.140) 0.152 (0.130)

Firm growth strategy

Organic 0.296 (0.066) 0.251 (0.063)
Acquisitive -0.001 (0.066) -0.002 (0.064)
Hybrid 0.417 (0.081) 0.372 (0.079)

Institutional effects

Interfirm trust 0.150 (0.065)
Interaction

Hybrid * Interfirm trust 0.226 (0.063)
R square 0.225 0.295

F 11.307" 11.535"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and neutral risk-competitive podion of the SMEs by size
(big)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )

Variables Model 1 ddel 2 Model 3
Control
Firm's age 0.001 (0.008) 0.003 (0.007)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

Interfirm trust

Interaction

Hybrid * Interfirm trust

R square

F

-0.044 (0.113)

0.174 (0.059)
-0.002 (0.055)
0.269 (0.064)

0.123
6.790”

-0.114 (0.100)

0.228 (0.053)
0.012 (0.048)
0.138 (0.063)

0.277 (0.063)

0.343 (0.052)

0.303
14.935"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and neutral risk-competitive podion of the SMEs by
age (new)

(Non-standardized g coefficients. Robust standard errors are in parerteses. )

Variables Model 1 ddel 2 Model 3
Control

Firm’s size 0.003 (0.007J 0.002 (0.002)
Family business 0.088 (0.134) 0.116 (0.116)

Firm growth strategy

Organic 0.266 (0.084] 0.218 (0.067)
Acquisitive -0.001 (0.072) 0.015 (0.062)
Hybrid 0.321 (0.083) 0.231 (0.074)

Institutional effects

Interfirm trust 0.167 (0.065)
Interaction

Hybrid * Interfirm trust 0.364 (0.056)
R square 0.179 0.367

F 8.531" 16.071"

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Growth strategies and neutral risk-competitive podion of the SMEs by age

(old)

(Non-standardizedp coefficients. Robust standard errors are in pareriteses. )
Variables Model 1 ddel 2 Model 3
Control
Firm’s size 0.001 (0.002) 0.001 (0.002)

Family business

Firm growth strategy
Organic
Acquisitive

Hybrid

Institutional effects

Interfirm trust

Interaction

Hybrid * Interfirm trust

R square

F

-0.045 (0.117)

0.226 (0.059)
0.011 (0.053)
0.327 (0.068)

0.169
9.837"

-0.076 (0.113)

0.222 (0.051)
0.015 (0.052)
0.232 (0.067)

0.264 (0.066)

0.222 (0.060)

0.267
12.47067

*p < 0.10; **p<0.05; **p<0.001

Source: Self-elaborated
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Appendix IX. EFA results of networking capabilities and hybrid growth strategy

EFA of resources and capabilities F1

Networking capability (CA=0.902)

23. Government through partnerships and profeskeants 0.900
(Chambers, Associations)

20. Business partners through partnerships anégshal events 0.884
(Chambers, Associations)

21. Business based on previous relationships withds, family 0.893
and school ex-mates

22. Government based on previous relationships frighds, 0.892
family and school e-mate:

KMO andBartlett’s Tes!

Kaise-Meyel-Olkin Measure of Sampling Adequa 0.71«
Bartlett's Test of Spherici— Approx. Ch-Squar: 1092.007
DF 6

% of Cumulative Variance 79.63%

p <0.10; *p < 0.05; *p<0.01; **p<0.001
CA Cronbach’s alpha

Source: Self-elaborated
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EFA of growth modes F1

Growth mode - Hybrid (CA=0.802)
37. License technology to / from other firms (wargd technology 0.913
in any direction) ’

38. Strategic alliances or some other form of dstioa 0.903

KMO and Bartlett’s Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 670
2099.811"

Bartlett's Test of Sphericity - Approx. Chi-Square

% of Cumulative Variance 87.22%

p <0.10; * p <0.05; *p<0.01; **p<0.001
CA Cronbach’s alpha.

Source: Self-elaborated
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Appendix X. Loadings for networking capabilities ard hybrid growth

ltems Loading
Hybrid growth

37. License technology to / from other firms (wargd technology in any direction) 0.738

38. Strategic alliances or some other form of dation 0.918
Networking capabilities

23. Government through partnerships and profesksev@ants (Chambers, Associations) 0.941
20. Business Partners through partnerships aneégsiohal events (Chambers, Associations) 0.725
21. Business based on previous relationships wighds, family and school ex-mates 0.741
22. Government based on previous relationships fiighds, family and school ex-mates 0.935

Model fit: ¥*=2.567, p=0.000; CFI=0.992, IFI=0.992, GFI=0.99BMSEA=0.073

Source: Self-elaborated
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Appendix XI. AMOS output of measurement model of neworking capabilities and hybrid

growth.

Source: Self-elaborated
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