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The integrated resource-based and transaction cost approach
to the growth process of firms

1. Introduction

Company growth', with regard to increasing its scope and size, is at the core of
entrepreneurship, strategic management and organization studies, due to the importance and
challenging nature of this research problem. Both researchers and policy makers emphasize
that the small fraction of high-growth firms contributes disproportionally to the economy by
increasing employment, value added and innovation, while the remaining population of firms
expands marginally or not at all (Acs et al., 2008; Coad, 2009; Stam et al., 2006; Storey,
1994). Considering the small fraction of high-growers, expansion is rare (Coad, 2009, p. 6).
Moreover, it demonstrates a considerable heterogeneity, with a large variance of determinants
and pathways unexplained in the extant research (Achtenhagen ef al., 2010; Shepherd and
Wiklund, 2009).

Contemporary research on entrepreneurial growth has been directed primarily at the
identification of features and factors specific to fast-growing firms, so called “gazelles”, in
order to treat these variables as determinants and predictors of expansion (McKelvie and
Wiklund, 2010; Dobbs and Hamilton, 2007). Despite considerable achievements in this area,
the meaning and importance of some factors impacting growth are still ambiguous
(Achtenhagen ef al., 2010; Shepherd and Wiklund, 2009). This is often attributed to static
methodological approaches, while expansion is a dynamic process with changing
determinants (Dobbs and Hamilton, 2007; Wright and Stigliani, 2013). This process remains,
however, a largely unexplored and emerging field of investigation (Davidsson et al., 2006;

Leitch et al., 2010; McKelvie and Wiklund, 2010; Stam, 2010; Hansen and Hamilton 2011;

' We use the terms ‘growth’ or ‘expansion’ as synonymous with high growth’, often treated as at least doubling
firm size by employment or/and sales within a relatively short period of time, such as four to five years (Moreno,
Casillas, 2007).
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Wright and Stigliani, 2013, Koryak et al., 2015). Moreover, the scarcity of research on the
process of growth is associated with a limited theoretical background to explain this

phenomenon (Dobbs and Hamilton, 2007; McKelvie and Wiklund, 2010).

The aim of the paper is to discuss the process of entrepreneurial growth from the
perspective of the resource-based view (RBV) of the firm and transaction cost theory (TCT)
and to formulate propositions regarding the entrepreneurs’ decisional rules and structural
elements in this process. By implementing this aim we address some gaps and unresolved

problems in the extant research on the expansion of firms.

First, the process of accomplishing growth requires exploring why and how expansion is
pursued (Garnsey et al., 2006; Dobbs and Hamilton, 2007; McKelvie and Wiklund, 2010;
Wright and Stigliani, 2013). This paper focuses on the way growth is realized, discussing the
structural elements of this process, such as motives, rationale, mechanisms and modes. In
doing so, we take an individualistic perspective of the entrepreneur’s decisional rules and
perceptions, instead of growth determinants stemming from the characteristics of the
company, its environment, and demographic features of the firm’s owner that have dominated
the extant studies (Storey, 1994; Barringer and Neubaum, 2005; Gilbert et al., 2006; Dobbs
and Hamilton, 2007). We broaden the emerging stream of research on the growth process by
formulating propositions as to the entrepreneurial choices in this process, based on the review
of both theoretical studies and findings from empirical research in the fields of entrepreneurial
expansion as well as strategic management and organization science literature on company

scope and size.

Second, the need to open the research on entrepreneurial growth to varied theoretical
perspectives has been recently suggested (Dobbs and Hamilton, 2007; McKelvie and

Wiklund, 2010), in order to better capture heterogeneity of mechanisms, modes and measures
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of expansion. The major theoretical perspective on firm growth is Penrose’s work (1959),
which has been further developed into the resource-based view of the firm. Currently, the
RBYV is one of the leading approaches in the firm’s boundary (scope and size) research
encompassing the firm’s expansion (Tsang, 2000; Pitelis and Teece, 2009; Foss and Foss,
2008). In the boundary research, the RBV approach, putting stress on value and capability
development, is confronted, but also integrated with transaction cost theory that focuses on
uncertainty and the costs of economic exchange (Argyres and Zenger, 2012; Leiblein and
Miller, 2003; Silverman, 1999). Such an approach is justified by the empirical tests
supporting validity of the RBV and of TCT (Combs ef al., 2011), as well as necessity of
applying both theories to avoid misleading results (Leiblein, 2003) These integrative efforts

are specifically evident in the strategic management and organization science literature.

Extant entrepreneurship studies on growth factors, i.e., driving forces of expansion, were
naturally oriented toward the RBV perspective of increasing value and competitive advantage
based on superior capabilities (Storey, 1994; Wiklund and Shepherd, 2003; Barringer and
Neubaum, 2005; Macpherson and Holt, 2007). However, running a growing business requires
a more comprehensive perspective. It involves not only positive stimuli of capability-driven
value creation, but also transaction costs and uncertainty affecting entrepreneurial opportunity
recognition (Foss and Foss, 2008), rent creation and appropriation (Alvarez, 2007), as well as
innovation (Michael, 2007). In the entrepreneurship research, we observe successful but few
attempts to apply the assumptions of the RBV (Davidsson et al., 2009; Garnsey et al., 2010),
of TCT (Chandler, McKelvie, and Davidsson, 2010) or the RBV and TCT variables (Verwaal
et al., 2010), to explain performance, measures and governance modes of entrepreneurial
growth. These initial findings point to the need to integrate the transaction cost and capability
considerations when studying determinants of expansion (Chandler et al., 2010; Verwaal et

al., 2010), however, none of them investigated the process of expansion. Therefore, we
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advance the understanding of the growth process by proposing an integrative TCT-RBV
framework. This framework can serve future empirical studies on firm growth as a deductive,
theory-driven approach. At the introductory level of the growth process studies, this approach
would provide a recognized and coherent basis for methods of empirical research, thus
helping to limit the ambiguity of interpretations that might stem from inductive, exclusively

empirical theory development.

Third, current advances in the area of integrating the RBV and TCT to explain scope and
size issues do not address directly the phenomenon of high growth. In strategic management
and organization science literature, these integrative studies relate predominantly to the
specific strategies of expansion, such as vertical integration, diversification, and market
penetration and development, or hybrids, such as franchising, joint ventures, licensing, and
alliances (Leiblein and Miller, 2003; Mayer and Salomon, 2006; Safizadeh, Field and
Ritzman, 2008; Ray, Xue, and Barney, 2013). We broaden these integrative studies on the
firm’s scope and size by the inclusion of a high growth context, based on confronting the

boundary literature with entrepreneurship studies on expansion.

Considering the above research gaps and the way they are addressed in this research,
the present paper offers three contributions relevant to understanding the firm’s growth. /¢
provides the input into the developing stream of research on growth process by formulating
propositions as to the entrepreneurial decisional rules and choices in this process.
Furthermore, it offers the integrated RBV-TCT approach as a theoretical background for
studying the process of company growth. Finally, the paper broadens the integrative RBV-
TCT studies by the inclusion of the specific context of entrepreneurial growth process.

The paper’s argumentation draws upon three fields of academic research, namely

entrepreneurship literature on firm growth as well as strategic management and organization
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science literature on company scope and size. By taking such a broader perspective, this study
supports the accumulation of knowledge on company expansion in these related fields. As a
result, three levels of entrepreneurial decisional rules in the process of growth were identified.
The first level includes main decisional criteria. The second level approaches the structural
elements of growth process, such as its motives, rationale, mechanism and modes. The third
level assumes evolutionary approach to decision making, namely, feedback relationships
among transaction costs, governance, and capabilities to create value from growth.

After the introduction, the methodology of the article is presented in the second
section. In order to integrate the RBV-TCT propositions relevant to the growth process, a
systematic methodological approach of theory pruning (reducing) was adopted (Leavitt ef al.,
2010; Shareef, 2007; Davis, 2006). The methodology involved a two-step procedure
implemented in the following sections. The third section discusses the comparability of the
two theories, i.e., confronting them according to a set of criteria, to assess whether they
represent distinctive and alternative approaches to firm growth. Upon establishing the
comparability of the RBV and TCT, in the fourth section, the compatibility of these
approaches toward growth process was assessed, based on a systematic review of theoretical
and empirical literature that explicitly integrates the RBV and TCT in explaining firm
boundary decisions, including entrepreneurial growth. This approach is novel in that extant
reviews were focused on only one of these perspectives. The compatibility of the RBV and
TCT, i.e., their capacity to jointly explain growth phenomenon, was reflected in five
propositions that formed the foundations of an integrative theoretical framework. The

discussion and conclusions form the fifth section.

2. Methodology of integrating the RBV and TCT to explain growth process
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To explain the process of entrepreneurial growth by integrating the RBV and TCT, this
paper applies a procedure of theory pruning (Leavitt ef al., 2010; Shareef, 2007; Davis, 2006).
Theory pruning is a methodology directed at reducing the extant stock of theories by
confronting alternative approaches to reject one of them or to combine them. The research
methodology comprises two stages as described below.

1. Establishing comparability of the RBV and TCT about firm growth and confronting their
assumptions

The first stage of analysis needs to acknowledge differences between these theories.

Consequently, the assumptions of the RBV and TCT about company growth process will be

compared according to a set of criteria that are relevant for this phenomenon (Leavitt ef al.,

2010).

The discussion is guided by the following questions:

What are structural elements of growth process to be used as a set of criteria to compare the

RBYV and TCT assumptions in this area?

What are the RBV and TCT assumptions on growth process, according to the criteria

established?

Do these assumptions represent alternative views on the process of company growth?

2. Assessing compatibility of the two approaches towards company expansion and,
eventually, integrating them

The second stage attempts to assess the potential compatibility of the two theories, which

results in formulating propositions as to their joint explanatory power relative to the

phenomenon under study. Both TCT and the RBV are established theories for which

explanatory power was supported in the empirical research about firm boundaries, and in

some pioneer entrepreneurship research. At the same time, they represent alternative views,

which suggest that each of them may hold in different contexts and under different conditions
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(Combs et al., 2011). Therefore, it is instrumental to differentiate adequate moderators and/or
mediators that may affect which theory holds when and/or how they can complement each
other. This will be achieved by synthesizing the empirical research in company boundaries
that links both theoretical approaches, and through discussing these findings in the context of
the extant research on entrepreneurial growth. At this stage of analysis, the major research
questions are:

What is the explanatory power of the RBV and TCT relative to structural elements of growth
process?

What are moderators and/or mediators of the RBV and of the TCT influence on the process of
firm growth?

In order to respond to these questions, a novel approach to reviewing the literature was
adopted. To-date meta-analyses and narrative reviews of the literature testing the RBV and
TCT were focused on one of these theories to explain the empirical and theoretical support for
it. This approach is unique in that it focuses on the review of studies that explicitly confront
and integrate the both theories to explain firms’ boundary decisions and performance. The
systematic review was held according to the procedure earlier adopted by David and Han
(2004) to assess the validity of TCT, and then replicated by Newbert (2007) to synthesize the
empirical support for the RVB. 1. The search was done only for published journal articles. 2.
The search was primarily conducted in the ABI/INFORM Complete Database, with the use of
the key words ‘transaction cost” AND ‘resource-based” OR ‘capabilit*ies’ to appear in the
abstracts or titles of the articles. 3. The restriction was made as to the type of the source,
namely, peer-reviewed articles in academic journals in the English language, published after
1990. This operation produced 433 results. 4. The next phase used search criteria reflecting
growth as well as firm scope and size considerations, covering both hierarchal (vertical

integration, diversification), and hybrid modes of expansion (outsourcing, alliance, joint
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venture, licensing, franchising). Namely, the additional key words included: ‘growth” OR
‘expansion/expand*ing’, ‘vertical integrat*ion’ OR ‘diversif*ication’, ‘boundar*y’ OR
‘scope’, ‘sale’ OR ‘employ*ment’ ‘outsourc*ing’, ‘alliance’ OR ‘joint ventur*e’, ‘licens*ing’
OR ‘licenc*ing’, and ‘franchis*ing’. 5. The remaining collection of articles was then reduced
by manual screening of the abstracts to include only those studies that explicitly declared
theoretical discussion or empirical testing of both theories to explain boundary decisions.
These studies investigated hierarchical and hybrid expansion resulting in changes of firms’
scope and size. They dealt with growth issues, however they were not held in the context of
fast-growth as achieved by ‘gazelles’, or at least they did not indicate this context. 6. This was
one of the reasons for the additional manual search in a number of scientific journals that
focus on the enterprise, new ventures and small business themes, and which treat the company
size and growth as one of the key issues, namely Entrepreneurship Theory and Practice,
Entrepreneurship and Regional Development, International Small Business Journal, Journal
of Business Venturing, Journal of Small Business Management, Small Business Economics,
and Strategic Entrepreneurship Journal. At the early stage of generalizing on compatibility of
the RBV and TCT relative to company growth process, the additional manual search
demonstrated important advantages, such as avoiding inadequacies in indexing or selective
coverage of databases (Hoon, 2013). Based on this investigation, the fast growth-oriented
studies exploring the individual impact of Penrosian (Garnsay ef al., 2006) and the RBV
perspectives (Davidsson et al., 2009), and testing TCT assumptions with the implications to
enrich this analysis with the capability perspective (Chandler et al., 2009) were found.
Moreover, the study by Verwaal et al. (2010) integrated the RBV and TCT to explain alliance
formation by SMEs, which can be considered a hybrid form of expansion. 7. Further,
substantive and empirical relevance was ensured by reading all the remaining articles, with a

focus on the tenets of the theories applied and the results achieved. The final sample of 52
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papers included 23 theoretical studies and 29 empirical articles. This sample of empirical
studies is less than a half the number of studies tested by David and Han (2004) and slightly
above half the number of papers reviewed by Newbert (2007). Such a result may be evidence

of the early stage of the empirical research that integrates both perspectives.

3. Establishing comparability of the RBV and TCT relative to firm growth

and confronting their assumptions

What are structural elements of growth process to be used as a set of criteria to compare the
RBV and TCT assumptions in this area?

Research in growth process is the most recent and developing area of growth studies
(Davidsson et al., 2006; Garnsay et al., 2006; Leitch et al., 2010; McKelvie and Wiklund,
2010; Stam, 2010; Hansen and Hamilton, 2011; Wright and Stigliani, 2013). Its aim is to
explain why and how growth is implemented and to identify entrepreneur’s decisional rules
within a timespan of intense size increases. The entrepreneurial cognition and perceptions as
to ‘why’ and ‘how’ problems when expansion is being realized become a focus of attention
and a major point of reference (Wiklund and Shepherd, 2003; Wiklund et al., 2003).These
general questions can be made more specific with the use of some structural (constituent)
elements of this process, such as motives and economic rationale for “why” to grow, and
mechanisms and modes for “how” to grow. The motives refer to behavioral assumptions on
the attitudes of entrepreneurs and other economic agents in making decisions (Wright and
Stigliani, 2013). The growth rationale consists of economic reasons and goals for enlarging
company size. The growth modes denote different governance structures of implementing
growth in terms of internal (organic), external (acquisitive) or hybrid options adopted

(McKelvie and Wiklund, 2010). The mechanisms involve interdependencies among factors
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(cause-effect relationships) that lead to the choice of a specific governance mode. The nature
of these structural components is dependent on entrepreneurial cognition and perceptions, and
consequently, specific growth decisions emerge from these individual perceptions (Garnsey et
al., 2006; Wright and Stigliani, 2013).

We intend to explain these structural components by using the integrated theoretical
framework that applies the RBV and TCE as major perspectives in the organization science
and strategic management literature on firm scope and size (Williamson, 1999; Tsang, 2000;
Argyres and Zenger, 2012). These two theoretical approaches have been increasingly adopted
in the entrepreneurship literature as well, to highlight opportunity recognition (Foss and Foss,
2008), rent creation and appropriation (Alvarez, 2007), innovation (Michael, 2007) and
growth issues (Davidsson et al., 2009; Garnsey et al., 2010; Chandler et al., 2010; Verwaal et
al., 2010). The research evidence to-date calls for accumulating knowledge into an approach
that would combine the RBV and TCE. This accumulation and integration is justified by
considerable support for both theories in the empirical research on firm boundaries (Combs et
al., 2011) ? and in entrepreneurship studies (Davidsson et al., 2009; Garnsey et al., 2010;
Chandler et al., 2010; Verwaal et al., 2010). This evidence suggests that the RBV and TCE
may be complementary and integrated with the adoption of adequate mediators and
moderators and in specific contexts of internal capability and external contracting conditions
(Leavitt et al., 2010; Combs et al., 2011). We observed such an integrative development
within the strategic management literature on firm boundaries (Williamson, 1999; Leiblein
2003; Argyres & Zenger, 2012). This research direction is also suggested by the evidence
from the exploratory entrepreneurship literature adopting TCE (Chandler ef al., 2010) or TCE

and the RBV (Verwaal ef al., 2010) that points to the validity of variables from both theories.

% The empirical support for the RBV was analyzed by Combs et al. (2011), Newbert (2007), Arend (2006),
Arend and Levesque (2010). The validity of TCT was assessed by Combs et al. (2011), Lafontaine and Slade
(2007), David and Han (2004), Carter and Hodgson (2006), Macher and Richman (2008), Rindfleisch et al.
(2010), among others.
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What are the RBV and TCT assumptions about the growth process according to the criteria
established?

The resource-based view that originated from Penrose’s work (1959), treats the firm as
a bundle of capabilities (resources, competences and activities) intended to provide value and
Ricardian rent (Amit and Schoemaker, 1993; Barney, 1991; Hamel and Prahalad, 1990;
Kogut and Zander, 1992; Peteraf, 1993, Wernerfelt, 1984). The RBV assumes that growth
depends on the fit between company resources and market opportunities and chances
(Penrose, 1959; Peteraf, 1993; Wernerfelt, 1984).
The rationale for growth is economies from indivisible surplus resources as well as value
creation from new combinations of the existing resources (Penrose, 1959). Resources or
capabilities, as the basic RBV notions, often used interchangeably (Gautam ef al., 2004), are
differentiated among the companies, which results in their heterogeneity and varying
competitive positions. The latter one is conditioned by the resources that are rare, valuable,
inimitable, immobile and non-substitutable (Barney, 1991). These resources are considered
firm-specific, i.e. interdepend and related to the core competence (Hamel and Prahalad, 1990).
According to Penrose (1959), growth is a dynamic and cumulative process of organizational
learning, which results in the increases of firm size. In this process, absorptive capacity
(Cohen and Levinthal, 1990) and dynamic capabilities (Teece et al., 1997; Teece 2007) are
critical not only to the company enlargement, but also to its innovativeness in the
entrepreneurial process (Un and Montoro-Sanchez, 2010).
The major mechanism of growth is exploitation, i.e. novel uses of the existing resource base,
leading to an organic (internal) mode of growth. The company pursues resource exploitation
by developing these products and services that are consistent with its core competence

(Hamel and Prahalad, 1990), which results in related diversification. Underutilization of
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indivisibilities stimulates growth up to the limits that arise from entrepreneurial and
managerial competence. This is because the manager-entrepreneur makes choices in the
conditions of bounded rationality that leads to path-dependent exploitation of the current
stock of knowledge into adjacent activities (Penrose, 1959).

Bounded rationality in the RBV is independent of the assumption of opportunism of
economic agents. The resource-based view rather posits the motives of trust and mutuality in
the relationships within the company and with external partners (Barney, 1991; Tsang, 2000).
The limits to organic growth, as set up by the extant routines, practices and path-dependent
knowledge, can be overcome by another mechanism of growth - exploration, i.e. launching
the areas of activity, which are not related to the existing core competence (unrelated
diversification) (Penrose, 1959; Sirén et al., 2012; Gancarczyk, 2015). Exploration is often
achieved through the acquisitive mode of growth (acquisitions and mergers) as a mode
alternative to the organic one.

As pointed out, in the Penrosian theory, two modes of growth are discussed, namely the
expansion of hierarchy by organic and acquisitive modes, and the trade-off between them is
conditioned by the existing core competence. Further development of the RBV highlights the
rationale and benefits of hybrid modes; still it does not provide the method or procedure of
selecting between market exchange or hierarchy and hybrid modes (Argyres and Zenger,
2012). The RBV underlines value creation as a rationale for firm existence and growth
(Gautam et al., 2004; Nandialath et al., 2014; Newbert, 2007), but it undervalues cost side of

these phenomena (Williamson, 1999; Tsang, 2000, Arend, 2006).

Transaction cost theory treats the firm as a governance structure aimed at economizing

on transaction costs (Coase, 1937). TCT holds that growth is an alternative to market
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transactions when they bring higher costs than implementing a specific activity within the
organization (Williamson, 1991, 1998, 2002, 2005).

In TCT, the rationale for expanding the company is excessive costs of market transactions
relative to implementing these transactions within the company (Williamson, 1999). The
central concept of TCT is transaction cost, i.e., the comparative cost of implementing
transactions under alternative governance structures, including market, organization and
hybrids (Williamson, 1989, p. 142). Following R. Coase (1937), O. Williamson (1975)
acknowledges both the costs of exchange in the market and in the organization. However, he
introduces another type of governance structure, namely hybrid modes, that combine
attributes of market (spot, price-based) transactions and organization (administrative
hierarchy), being long-term exchange relationships, either formal or informal.

Transaction costs are determined by the attributes of the transaction and the environment of
exchange. The attributes of the transaction include asset specificity (idiosyncratic investments
in assets specific to the transaction that loose productive value when employed in another
valuable way), complexity (specific terms and requirements to be included when drafting a
contract) and frequency of exchange (Williamson, 1991). Uncertainty covers opportunism as
behavioral uncertainty (self-interest seeking with guile) and unpredictability of the
environment (Williamson, 1975). In the case of highly specific assets, complexity and
frequency of transactions with a particular partner increase. Moreover, when the investments
in specific assets are uneven among the parties, the threat of opportunism and quasi-rent
seeking of the less engaged entity increases (Klein ef al., 1978). High level of asset
specificity, complexity, frequency and opportunism lead to a decision to enlarge company

size.
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Managerial choices made in the conditions of bounded rationality and information asymmetry
affect the contracts which are unavoidably incomplete and exposed to opportunism, assumed
to reflect motives of economic agents.

The mechanism of growth is experimenting in aligning transactions, which differ in their
attributes, with governance structures, which differ in their costs and benefits (Williamson,
1991, 2005). Consequently, the firm enlarges when comparative transaction costs associated
with implementing a specific transaction, internally or in hybrid structures, are lower than the
costs of implementing it in the market. The TCT perspective on growth is micro-analytic,
situational and emergent — the expansion covers experimenting with governance structures to
align them with the attributes of transactions. Such an approach implies changes and some
dynamics, but these are not analyzed in a historical and learning context (Williamson, 1999),
causing the criticism of TCT as a static approach (Hodgson, 1998).

Moreover, TCT is criticized due to its excessive emphasis on costs as a rationale for
company existence and growth, with a lack of consideration for value creation as a
justification for these phenomena (Tsang, 2000). It still provides important insights about
growth modes in terms of hierarchy expansion and hybrid expansion, the latter specifically
relevant in the contemporary economy (Larson, 1992; Coad, 2009; Magala, 2010; McKelvie
and Wiklund, 2010). Due to technological advancements, scope, scale and experience
economies decrease, and different modes of expansion than organic or acquisitive growth
develop. These are hybrid forms such as joint ventures, franchising and licensing, through
which companies increase employment, sales and assets value (McKelvie and Wiklund,
2010). On the other hand, TCT does not differentiate between organic or acquisitive growth in
hierarchy expansion, and consequently, it does not provide a method of choice between the

two. The latter shortcoming is addressed by the RBV.
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Do the assumptions of the RBV and TCT represent alternative views on the process of
company growth?
Upon the above analysis, it can be stated that the RBV and TCT demonstrate comparability,
i.e. they present alternative assumptions about structural elements of growth process (Table
1).
Insert Table 1 here.

These approaches can also be subsumed as differing decision-making perspectives. TCT
represents a structural perspective, based on the comparative analysis of governance modes,
where alternative governance structures and the criteria of their selection form a decisional
context. This approach is useful for normative reasoning and problem solving. The RBV
demonstrates evolutionary perspective, involving path dependence and learning, in which
history forms a decisional context. This approach demonstrates descriptive and explanatory
value, i.e. it is useful for understanding processes and phenomena.

The acknowledgment of the comparability of the theories enables further assessment

of their potential compatibility in explaining growth process.

4. Assessing compatibility of the RBV and TCT towards company expansion

and integrating them

What is the explanatory power of the RBV and TCT with regard to the structural elements of
the growth process? What are the moderators and/or mediators of the RBV and the TCT
influence on the firm’s growth process?

Our systematic search, whose methodology was described in the second section,
aimed at synthesizing the studies purposefully confronting the RBV and TCT in order to

explain the decisions related to company boundaries (scope and size), such as vertical
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integration and outsourcing, diversification, hybrid forms such as alliances, and to firm
performance, in terms of sales and employment, being most widely used measures of growth.
Although referring to growth issues, these studies were not held in the specific context of
high-growth firms. To determine the entrepreneurs’ decisional rules and structural elements of
the growth process, these findings were synthesized in the context of the entrepreneurship
literature on expansion. The analysis of the articles was not directed at assessing the
theoretical or empirical support for either of the two theories to identify their individual
validity. The investigation aimed to evaluate their potential compatibility and the possibility

of integration into one theoretical framework that would explain a firm’s growth process.

Due to the limited number of empirical studies (29 papers), a meta-analytical method to
processing their results was not adopted. Instead, a stylized approach was applied, based on
combining the patterns of integrating the RBV and TCT in 23 theoretical papers with the

patterns and results of testing these theories in 29 empirical papers.

4.1. The RBV and TCT constructs as the major determinants of decision-making in the
growth process

The studies adopting the RBV and TCT jointly search for a comprehensive framework
that would respond to the requirements of the decision-making process about the firm’s scope
and size (Conner, Prahalad, 1996; Kulkarni and Ramamoorthy, 2005; Mclvor, 2009;
Holcomb and Hitt, 2007). In the theoretical studies on firm boundaries, both perspectives are
treated as differing but complementary or even undergoing some convergence of concepts and
notions. This complementarity can be perceived as either equal importance of their

assumptions or superiority of one approach that is supplemented by the other.
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Combining the main variables of the two theories into one research scheme is
postulated to avoid improper choices, since decision-makers must simultaneously consider
both transaction costs and creating value (Kulkarni and Ramamoorthy, 2005; Holcomb and
Hitt, 2007). The RBV core concepts such as value creation and capabilities are discussed
jointly with the main conceptions of TCT such as transaction costs and uncertainty (Conner
and Prahalad, 1996; Tsang, 2000; Holcomb and Hitt, 2007). This approach resulted in a
number of decision matrices that utilize both kinds of variables in order to identify modes of
employment (Lepak and Snell, 1999; Kulkarni and Ramamoorthy, 2005) or governance
modes (Mclvor, 2009; Holcomb and Hitt, 2007). One can observe some convergence of
notions that additionally prove the inseparability of the two theories. This can be exemplified
in recognizing the importance of transaction costs, however, with tacit knowledge instead of
opportunism as their determinant (Conner and Prahalad, 1996; Madhok, 1997; Mahoney,
2001). Transactional value is promoted as the major decisional criterion alternative to
transaction costs (Zajac and Olsen, 1993). Another example is governance choice, when it is
proposed that specific modes are aligned with firm capabilities rather than with transaction
characteristics as originally stated in TCT (Kulkarni and Ramamoorthy, 2005; Meyer, Wright,
and Pruthi, 2009).

Besides joining or even converging the constructs of the RBV and TCT, the studies
emphasize differing inputs these theories provide into decision-making. Namely, they are
considered as valid for different types of decisions. Value and capabilities explain strategic
choices that involve innovation and market creation in the long-term perspective (Conner and
Prahalad, 1996; Pitelis and Teece, 2009). The RBV provides foundations for innovative and
creative undertakings and reflects the nature of the firm as a means to develop and protect
value (Conner and Prahalad, 1996). In such decisional contexts they dominate the TCT

assumptions (Pitelis and Pseiridis, 1999; Pitelis and Teece, 2009; Mahoney, 2001). On the
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other hand, considering transaction costs and associated uncertainty is necessary in the
process of running the business based on existing alternatives in terms of accessible resources
and markets (Mahoney, 2001; Pitelis and Teece, 2009). Therefore, the TCT assumptions are
conducive to the existence of the firm and in this context they govern the choices of decision-
makers (Mahoney, 2001). Moreover, developing and protecting resources and value involves
managing transaction costs in conditions of uncertainty (Argyres and Zenger, 2012; Foss and
Foss, 2008). In growing their businesses, entrepreneurs undertake both strategic decisions
about innovations and market creation, as well as about the on-going running of the business,
i.e. making choices based on the existing alternatives (Foss and Foss, 2008; Foss and Foss,
2005; Pitelis and Teece, 2009; Pitelis and Pseiridis, 1999). Therefore, it is compelling to
concurrently consider the major constructs of the RBV and TCT when pursuing the growth of

entrepreneurial ventures.

The empirical studies on firm boundaries follow the path of combining the key variables of
the RBV and TCT. The majority of studies acknowledge the validity of both theories’
variables in the decisions about scope and size (Silvermann, 1999; Leiblein and Miller, 2003;
Meyer and Salomon, 2006; Ray ef al., 2013; Safizadeh et al., 2008). Similarly to the earlier
discussed theoretical studies, the RBV and TCT are also presented as influencing different
types of governance decisions, such as strategic and operational outsourcing (Ordanini and
Silvestri, 2008). However, some research points to one of the approaches as more powerful,
subordinating the other theory to it. Diez-Vial (2007), Poppo and Zenger (1995) as well as
Brewer et al. (2014) find stronger support for the transaction cost explanation of company
scope. At the same time, they acknowledge the influence of capabilities as an additional
driver of choices, specifically important for the performance and outcomes of boundary

decisions. Jacobides and Hitt (2005), Mutinelli and Piscitello (1998), and Yasuda (2005)
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attribute partial validity to transaction costs in setting up company boundaries, while
capabilities are the primary basis for decision-making. It needs to be noticed that even when
the imbalance of explanatory power was evidenced between the theories, this did not preclude
some influence of the alternative approach.
The analysis of the empirical studies points to the key RBV and TCT determinants of scope
and size, i.e. capabilities and value versus uncertainty and transaction costs (Table 2).

Insert Table 2 here.
The main TCT determinants are transaction costs and uncertainty, the latter applied as an
aggregate construct, including behavioral and environmental conditions. There are close and
even equivalent connections between uncertainty and contractual hazards, covering
measurement and appropriability problems. Another major explanatory variable of TCT is
asset specificity, either researched individually or as a part of contractual hazards.
Opportunism, inherent in uncertainty, and transaction costs are less exploited as directly
measured variables. However, they are strong reference categories in all the articles.
The main independent variables representing the RVB are capabilities and value. Capabilities
encompass resources, competencies, and activities. Value, often identified with competitive
advantage, hardly exists as a measured variable. Like transaction costs, it is invoked indirectly
in theory and final interpretations.
There are also interdependencies or convergences among TCT and the RBV notions and
variables, such as firm specificity (firm specific, complementary and interdependent, core-
related assets) and transaction specificity (transaction specific assets). These constructs are
often, and at least to some extent, understood as equivalent and having similar impact on
boundaries, i.e. they support choices toward expanding the firm’s scope and size (Poppo and

Zenger, 1995; Schilling and Steensma, 2002).
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In the field of studies on entrepreneurial growth, both capability considerations and
transaction cost considerations are present, with a stronger emphasis on the RBV perspective.
These approaches are not usually integrated within one study, but they are adopted in separate
research studies. The majority of studies on growth reflect the RBV logic, putting emphasis
on drivers and positive motivations for expansion, directed at performance and value
development (Storey, 1994; Wiklund, 1999; Wiklund and Shepherd, 2003; Barringer and
Neubaum, 2005; Gilbert et al., 2006; Dobbs and Hamilton, 2007; Delmar and Wiklund,
2008), while impediments and limits are under-researched. However, the rarity of expansion
suggests that entrepreneurs consider some obstacles and limitations in pursuing it, such as
increased transaction costs associated with internal management (Chandler et al., 2009) or
alliance coordination (Vervaal et al., 2010) and with losing the flexibility typical of market
transactions (Diez-Vial, 2010). There is evidence of transaction costs significantly moderated
by capability, as implied by firm size (Vervaal ef al., 2010; Diez-Vial, 2010), and access to
resources (Chandler ef al., 2009). Therefore, implementing growth involves not only drivers
and enablers to initiate the process but also some constraints in terms of exchange costs and
uncertainty when exploiting opportunities.

The above discussion of the boundary and entrepreneurship studies suggests an
integration of the main RBV and TCT constructs and treating them as the core decisional
criteria about firm scope and size, including entrepreneurial expansion.

Proposition 1. The entrepreneurial decisions in the process of firm growth are jointly
explained by the assumptions of the resource-based view of the firm and transaction cost
theory.

Proposition 2. The entrepreneurial decisions in the process of firm growth are based on the
assessment of firm capabilities and value from growth relative to environmental uncertainty

and transaction costs associated with growth.
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Therefore, it can be assumed that entrepreneurs pursuing growth consider both groups of
alternative determinants. The assessment of capabilities relative to environmental uncertainty,
and value from growth relative to transaction costs associated with expansion, forms a basis

for their judgments in making decisions.

4.2. Differing explanatory power of the RBV and TCT regarding “why” and “how” to grow
The reviewed studies predominantly acknowledge the importance of core constructs
from the both theories in the decision-making process regarding company expansion.
However, they also suggest the differing explanatory power of the RBV and TCT as to the
specific problems of size and scope. These problems, namely “why” (motives and rationale)
and “how” (mechanisms and modes) to expand, act as mediators for the both approaches,
explaining their relative validity depending on the issues researched. In the theoretical studies
a division of roles between the RBV and TCT is proposed (Williamson, 1999). The RBV
offers the explanation of “why” specific strategy is chosen, giving rationale of value and
competitive advantage, and what motives drive the behaviors of economic agents, putting
stress upon mutuality and trust or the absence of opportunism (Conner and Prahalad, 1996;
Leiblein, 2003; Ireland et al., 2002). TCT highlights “how” the strategy is implemented.
Namely, it points to mechanisms and modes of this phenomenon by proposing the
discriminating alignment hypothesis and determinants of governance choice, with a focus on
asset specificity and uncertainty (Leiblein, 2003; Pitelis and Teece, 2009; Argyres and
Zenger, 2012). When applying decisional rules of either of the theories, the factors of
alternative theory should be taken into account as moderators. Transaction costs and
uncertainty act as moderators of prospective value and competitive advantage (Conner and
Prahalad, 1996; Madhok, 1997; Foss and Foss, 2005; Pitelis and Teece, 2009; Meyer et al.,

2009). On the other hand, capabilities moderate the influence of transaction costs on the
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choice of governance, such as governance capabilities allowing to abandon the internalization
and choose external contracting (Meyer and Salomon, 2006; Tseng and Chen, 2013; Ray et
al., 2013; Steensma and Corley, 2001; Kumar, 2010; Verwaal et al., 2010). TCT’s alignment
hypothesis enables the choice between the hierarchy and hybrid expansion. However, in order
to differentiate between organic and acquisitive growth, the RBV concept of core-related
activities needs to be applied (Kim and Mahoney, 2006; Conner and Prahalad, 1996, Madhok,
1997; Foss and Foss, 2005; Pitelis and Teece, 2009; Meyer et al., 2009).

The differing explanatory power of the RBV and TCT is also reflected in the empirical
studies on firm boundaries (Table 3).

Insert Table 3 here.

According to Schilling and Steensma (2002), the resource-based theory explains why a
firm develops particular resources rather than others, but transaction costs perspective better
explains the governance mode undertaken for accessing the resources once they are chosen.
The group of studies highlighting “why” issues, states the importance or even primacy of the
RBYV and emphasizes value, competitive advantage, and performance as the major rationales
(Table 3). The articles that undertake the problem of “how” governance is established,
acknowledge the role of TCT predictors, such as asset specificity and behavioral and
environmental uncertainty, or report their better predictive capacity in this regard (Table 3).
However, when dominating in the “why” or in the “how” phase of the process of shaping firm
scope, each theory is also moderated by the impact of its counterpart. One can observe
capabilities moderating the impact of TCT determinants and TCT factors (transaction costs
and uncertainty) moderating the impact of the RBV variables (Table 3).

The entrepreneurship studies on growth can also be analyzed from the perspective of
“why” and “how” issues. The RBV logic in explaining motives and rationale for growth

(“why” issues) is applied in the majority of entrepreneurship studies on growth determinants,
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focusing on internal characteristics of the entrepreneur, the firm, and its strategy. The
outcome of this research is identification of the resource-based factors, characterizing the
capabilities of the entrepreneur and the firm, that proved significant in a number of findings
(Storey, 1994; Barringer and Neubaum, 2005; Gilbert et al., 2006; Dobbs and Hamilton,
2007; Coad, 2007, 2009; Macpherson and Holt, 2007; Rodriguez-Gutiérrez et al., 2015).
Environmental conditions associated with uncertainty and transaction costs are under-
researched relative to the internal characteristics of growth firms (Wiklund and Shepherd,
2003; Lensink et al., 2005). It should also be noted that the entrepreneurship research on
growth determinants does not mostly apply the core theoretical assumptions and variables of
the RBV, but it investigates the internal characteristics of fast growing firms and their access
to external resources.
The “how” issues, related to mechanisms and modes of growth, are less explored in the
entrepreneurship research relative to the “why” problems (McKelvie and Wiklund, 2010;
Chandler et al., 2009). The cause-effect relationships leading to the choice of a specific mode
and the relative efficiency of the expansion mode for entrepreneurial ventures require further
investigation. The initial findings prove that the governance choices of SMEs driven by
transaction costs, asset specificity and opportunism are also moderated by their access to
resources (Chandler ef al., 2009; Verwaal et al., 2010). Moreover, to-date entrepreneurship
studies on governance modes focus specifically on the rationale and drivers of hybrids, such
as alliances, joint ventures and different forms of networks. This proves the importance of
hybrid structures for small and young entrepreneurial ventures as alternatives to organic or
acquisitive growth (Watson, 2007; Rindova et al., 2012; lacobucci and Rosa, 2010).
Considering the findings from both the boundary and entrepreneurship literatures, as
well as theoretical background from the third section, the propositions can be formulated that

point to the relative validity of TCT and the RBV in explaining entrepreneurial decisions. The
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problems “why” and “how” to expand are mediators in linking the theories, i.e. they highlight
validity of these alternative approaches for different problems in the process of
entrepreneurial growth.

Proposition 3. The entrepreneurial decisions on “why” to grow are explained by the tenets of
the resource-based view of the firm, with moderating effects from the transaction cost
perspective. Namely, mutuality-trust relation and development of capabilities leading to value
increase are the major motive and rationale for growth with moderating effect from
uncertainty and transaction cost considerations.

Proposition 4. The entrepreneurial decisions on “how” to grow are explained by the tenets of
transaction cost theory, with moderating effects from the resource-based view of the firm.
Namely, the mechanism of growth is based on aligning transaction characteristics and
capability characteristics with the governance mode.

4.1. Asset specificity and the uncertainty associated with business transactions
determine the choice between hierarchy and hybrid modes of growth, with
moderating effects from the firm’s capabilities.

4.2. In the case of the hierarchy mode of growth, the consistency or inconsistency of
expansion with a firm’s core competence results in organic or acquisitive modes of

growth, accordingly.

Propositions 3 and 4 built on and extend the general framework offered by propositions 1 and
2. The RBV is more valid than TCT for shaping the motives and establishing the rationale.
Mutuality and trust drive behaviors, while capability and value considerations are the primary
justification for expansion, with moderating effects from behavioral and environmental
uncertainty as well as transaction costs. TCT has the primary importance for establishing

mechanisms and modes of growth according to the aligning logic. However, this logic is not
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only based on transaction characteristics, such as asset specificity and uncertainty from

opportunism and unpredictable environment, but moderated by capability characteristics.

4.1. Dynamic interaction of the RBV and TCT constructs during growth process

In the specific decisions about ‘why’ and ‘how’ to expand, we have observed differing
explanatory power of the RBV and TCT. However, considering an evolutionary perspective
of the firm and the industry life cycle, the boundary studies propose a dynamic interaction of
the RBV and TCT constructs, with the use of the evolution concept as a mediator (Jacobides
and Winter, 2005; Jacobides, 2008; Pitelis and Teece, 2009). Emphasizing long-term, learning
and strategic thinking, this approach proposes a dynamic view of transaction costs, modifying
their micro-analytical and situational nature. According to Jacobides and Winter (2005), the
growth of the firm and industry is an evolutionary and learning process, in which firm
capabilities and transaction costs interact and co-evolve. The level of transaction costs will
influence the choice of governance mode, which, in turn, affects capabilities through the
mechanism of knowledge governance (Madhok and Tallman, 1998; Madhok,
2002).Transaction costs are only partially exogenous to the company, as they depend on its
resources, competences and deliberate actions (Piteli and Pseiridis, 1999; Zajac and Olsen,
1993. The example is governance capabilities (Dyer, 1996; Argyres and Liebeskind, 1999;
Madhok, 2002), which build value in the form of relationship capital or transactional value
(Madhok and Tallman, 1998; Zajac and Olsen, 1993). Further, they affect the level of
transaction costs within the organization and in its external relations. This co-evolution of
capabilities and transaction costs is reflected in the construct of dynamic transaction costs
(Langlois, 1992; Pitelis and Pseiridis, 1999; Zajac and Olsen, 1993). Eventually, capabilities
and transaction costs jointly affect firm heterogeneity, prospective value and competitive

advantage (Foss and Foss, 2005).
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The empirical studies on firm boundaries provide the evidence of the evolutionary and
learning nature of growth process by pointing to feedback effects between capabilities and
transaction costs in shaping firm scope and size. Mutinelii and Piscitello (1998) find the
impact of governance on knowledge acquisition and capability development as moderated by
transaction costs of acquiring information and potential opportunism of contractors. Strong
capabilities lower transaction costs and enable to choose market or outsourcing instead of
internalization (Mayer and Salomon, 2006; Tseng and Chen, 2013). Lower transaction costs,
in turn, allow for productive capabilities to act as a determinant of governance; higher
transaction costs will limit the influence of productive capabilities on governance (Jacobides
and Hitt, 2005; Fabrizio, 2012). Accordingly, Brahm and Tarzijan (2014) state that high
transaction costs and high capabilities interact negatively in the explanation of vertical
integration.

The entrepreneurship literature on growth adopts the evolutionary logics in seeing growth
process as opportunity recognition, learning and innovation development in the conditions of
uncertainty. However, these studies adopt either the RBV or TCT logics and do not integrate
these approaches. The RBV-backed stream of research emphasizes the role of knowledge
development to innovative outcome and uncertainty in pursuing them (Coad, 2009;
Macpherson and Holt, 2007). At the same time, the efforts have been made to explain the
relationships among uncertainty, innovation and growth with the use of the TCT
considerations. These studies emphasize the role of lowering transaction costs in opportunity
recognition (Foss and Foss, 2008) and in growth through innovation development (Michael,
2007). The establishment and growing the firm as a governance structure is treated as a
safeguard of property rights to entrepreneurial rent creation and appropriation under
conditions of uncertainty and risk (Alvarez, 2007). The explanation how capabilities,

including knowledge, and transaction costs jointly affect innovation and growth in the longer-
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term perspective still require further investigation, with the use of the integrated RBV-TCT

approach.

The above analysis of the boundary and growth literature suggests the interaction of
the RBV and TCT constructs in the process of expansion, as mediated by an evolutionary
perspective.

Proposition 5. Considering a long-term and evolutionary perspective, entrepreneurs

recognize the interaction between firm capabilities and transaction costs during the process

of growth.

5.1. Transaction costs moderated by capabilities determine the entrepreneur’s choice of
governance mode for growth, which further affects learning and capability development
of the firm. Learning and capability development enable lowering transaction costs in
opportunity recognition and pursuing growth.

5.2. Eventually, capabilities and transaction costs jointly affect the level of prospective value

from growth.

5. Discussion and conclusions

In the paper the process of entrepreneurial growth was discussed from the perspective
of the resource-based view (RBV) of the firm and transaction cost theory (TCT) and the
propositions were formulated regarding the entrepreneurs’ decisional rules and structural
elements in this process. Considering the challenges in the research on firm growth, as
indicated in the introductory part, integrating the RBV and TCT for the purpose of explaining
growth process is useful in theoretical, methodological and practical respects.

The theoretical contribution of the paper consists in formulating propositions as to

the entrepreneurial decisional rules and choices in the process of expansion and as to
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structural elements of this process. The propositions form a framework of three levels of
entrepreneurs’ decisional rules (Table 4).
Insert Table 4 here.

Level 1 reflects the main decisional criteria based on confronting the basic constructs
of the two theories (Propositions 1 and 2). Level 2 represents a structural approach to
decision-making, i.e. the process of growth was decomposed into some constituent
(structural) elements, to be explained with different the RBV and TCT determinants and
moderators (Propositions 3 and 4). Level 3 covers the evolutionary and long-term approach to
entrepreneurial decision-making that takes into account feedback relationships among

transaction costs, governance, capabilities and value from growth (Proposition 5).

These propositions are intended to broaden the emerging stream of research in growth
process. To-date entrepreneurship research on growth determinants was focused on features
and factors typical of high-growth firms, including characteristics of the entrepreneur, the
firm, its strategy and environment (Storey, 1994; Barringer and Neubaum, 2005; Gilbert,
McDougall and Audretsch, 2006; Dobbs and Hamilton, 2007; Coad, 2007, 2009; Macpherson
and Holt, 2007). These were either effects of the entrepreneur’s choices or they represented
some uncontrolled variables that formed conditions for entrepreneurial decisions. The
originality of this approach compared to extant studies is its focus on the entrepreneur’s
decisional rules and perceptions. This paper intends to explore how growth is achieved by
entrepreneurs making judgments about motives, rationale, and mechanism leading to specific
modes of expansion. Thus, it proposes to investigate a process, instead of the outcomes of
some characteristics of companies that achieved growth. The focus on growth process is
promoted as a way to overcome the existing ambiguity of findings on growth determinants

(Shepherd and Wiklund, 2009; Achtenhagen et al., 2010; Dobbs and Hamilton, 2007; Wright
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and Stigliani, 2013). Namely, it can reveal the foundations of entrepreneurial decisions and
actions to explain the ambiguity of determinants in the earlier studies. Capabilities of firms
and the transactions costs they experience may highlight the impact of specific drivers of
growth and inform the policy and management of high-growth firms (McKelvie and Wiklund,
2010; Wright and Stigliani, 2013). This paper proposes joint effects of internal capability
development, uncertainty, value, and transaction cost in accomplishing expansion.

Within the extant research, the entrepreneurial perceptions were mainly explored as
motivation, willingness or ambition to grow to achieve personal fulfillment and satisfaction,
supported with entrepreneurial opportunity seeking and drive towards innovations (Storey,
1994; Wiklund, 1999; Wiklund and Shepherd, 2003; Delmar and Wiklund, 2008). In this
paper, the scope of rationale in the entrepreneurship literature was extended by including
value and capability development that lead to competitive advantage, the constructs inherent
in the strategic management literature. On the other hand, the individualistic perspective of a
decision-maker, typical of the entrepreneurship literature has been maintained. This
individualistic approach is linked to the conviction that high growth predominantly occurs in
small and young firms, where decisions are taken in a heuristic way by individual
entrepreneurs, and not through hierarchies, procedures and teams, as in larger and more
established organizations.

Moreover, the existing research is mainly focused on drivers of growth, i.e. its positive
stimuli, which is a natural approach in post-rationalizations of firm’s success. However,
growth is rare, risky, idiosyncratic and its determinants and conditions prove ambiguous in
the populations studied (Coad, 2009; Shepherd and Wiklund, 2009; Dobbs and Hamilton,
2007). Considering this, it can be argued that growth does not occur not only because of the
lack of some factors, such as characteristics of the owner, the firm, its knowledge and

strategy. There may be some negative stimuli affecting this phenomenon, such as transaction
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costs and uncertainty stemming from partners’ behaviors, environment and other conditions
of contracting. They act as negative motivations towards growth. In this vein, expansion is a
way to avoid costs of external transactions. Uncertainty and transaction costs can also act as a
constraint; a barrier to increasing firm size. In this instance, growth would be perceived as
losing direct entrepreneurial control that leads to the opportunism and increased costs of
transacting within the firm. Acknowledging these observations opens the research on growth
to less explored aspects of barriers, impediments, and failure.

Another input into the understanding of growth process is the proposed explanation of
mechanisms leading to specific growth modes, including the hybrid ones. These
considerations are modestly represented in the entrepreneurship literature on growth.
However, it has been lately postulated that growth modes are a constituent part of the research
on the process of expansion (Coad, 2009; McKelvie and Wiklund, 2010). It is also
emphasized that hybrid modes are especially relevant for the contemporary expansion of both
large enterprises and small firms. Our proposals directly capture the issue of growth modes

and mechanisms leading to them.

The second theoretical contribution of the paper is proposing the integrated RBV-TCT
approach as a theoretical background for studying firm expansion. The integrative
framework addresses the need for a wider and more comprehensive theory of growth (Dobbs
and Hamilton, 2007; McKelvie and Wiklund, 2010; Wright and Stigliani, 2013). In spite of
the alternative views on the constituent parts of growth phenomenon, both TCT and the RBV
received support in the empirical studies on firm boundaries (Combs et al., 2011) and growth
(Davidsson et al., 2009; Chandler et al., 2009). The empirical evidence suggests that they are
complementary and calls for their integration to achieve a more consistent conceptual

framework. The current research maintains the link with extant studies on growth that adopt
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Penrosian and resource-based assumptions on the nature of growth. The proposed extension
of this perspective by transaction costs theory draws upon the integrative achievements in
strategic management and organization science, and it is also stimulated by the recent studies
in entrepreneurship that utilized the transaction cost reasoning (Chandler et al., 2009; Verwaal
et al., 2010). Therefore, the paper supports the accumulation of knowledge on firm growth in
three interrelated areas of entrepreneurship, strategic management and organization science,
which refer to TCT or the RBV or both of them.

As these integrative studies are more advanced in the strategic management and
organization science literatures on firm boundaries, this framework may be biased towards the
way of reasoning in these two fields at the cost of the entrepreneurship literature, and this
observation can be considered a limitation. On the other hand, high growth belongs to a wider
issue of firm boundaries (scope and size issues), as its special context. Following this
reasoning, the paper proposes the logic of entrepreneurial decisions in growth process based
on the integrative RBV-TCT literature on firm boundaries discussed in the context of the
extant literature on firm growth. A difficulty to fully transfer the conclusions from one
research field to another made our propositions rather general (concerning basic decisional
criteria, structural elements of growth process and its evolutionary nature) than detailed and
focusing on more concrete challenges when expanding (such as product-market choice,
handling particular aspects of the firm resources, and environmental uncertainty). This general
formula is, however, justified by the introductory stage of integrating the RBV and TCT in
the boundary, and specifically, in the entrepreneurship studies. On the other hand, after
operationalization, these general propositions can further be tested empirically in the context
of high-growth to reject, verify, or extend their assumptions. The result would be refining the

theory to more comprehensively and accurately reflect the specificity of high-growth process.
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Consequently, our third contribution consists in broadening the current stock of integrative
RBV-TCT studies by the inclusion of the specific context of entrepreneurial growth process.

The methodological contribution of the paper consists in 1) adopting novel
methodologies for developing the integrated RBV-TCT framework, and in 2) proposing a
methodology of future research on growth process with the use of deductive approach.

This integrative framework has been developed based on a systematic methodology
that involved comparing and confronting the two theories, assessing their compatibility, and
integrating them. In the analysis of compatibility, systematic review of theoretical and
empirical studies adopting both the RBV and TCT to explain firm scope and size was
performed. Our review is novel in that it focused on the studies that explicitly adopted the
integrative RBV-TCT approach to firm boundaries.

The weakness of the compatibility phase of our analysis was a narrow sample of the
articles that met the systematic search criteria. Only the publications directly invoking the
assumptions and major variables of the two approaches to explain the boundary decisions and
firm performance were selected. A vast number of the publications not included, utilized the
theories only as a context for deliberations and did not exploit them in any systematic way.
The small sample of empirical papers forced us to adopt a stylized approach to synthesizing
the empirical findings. Another impediment to identifying more specific cause-effect
relationships among variables was a variety of methodologies employed in the studies as
reflected in different proxies, study designs and selective choice of the RBV and TCT factors.
This limited set of empirical studies is an evidence of the early stage of the integrative RBV-
TCT research.

The review of the RBV-TCT integrative studies may bring the bias of not fully
recognizing the limitations of the theories adopted. It is because the authors of these studies

may tend to support the joint validity of the theories and to avoid excluding one of them. In
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fact, even promoting the superiority of one of the approaches over the other does not preclude
some influence of the alternative constructs. In response to the possible bias, the current
contribution explored and acknowledged the complexity of findings presented in the reviewed
studies by introducing mediators and moderators to major variables in the propositions
formulated.

The proposed methodological approach is deductive in nature, as built upon the extant
theories. Such a method may be considered a limitation in the case of the emerging and thus
explorative area of study on growth process. However, it can be asserted that it is also a
potential advantage, considering the observed ambiguity of findings on growth that stems
from differing methodologies. The deductive method suggested in the paper, draws upon two
alternative theories, i.e. alternative template approach is applied (Langley 1999; Leavitt et al.
2010). This prevents us from sticking to only one view and opens a potential investigator to
competing explanations of the phenomenon under study. The prospective benefit from
deductive design of empirical research would be more consistent understanding of results and
more accurate replication of methodologies based on widely recognized constructs.

As we deal with the process phenomenon, qualitative research would be appropriate to
test our propositions. Deductive methodology has recently been proposed for qualitative
studies in organization science (Yin, 2003; Bitektine, 2008), with the use of alternative
template approach and pattern-matching between theoretical framework and the observed
reality (Langley 1999; Lee 1989). Such a deductive theory testing can be adopted in
qualitative studies to test the propositions by falsification test, and to identify constructs and
variables for further quantitative studies.

Contribution for business practice, in turn, results from normative judgments to guide
entrepreneurial decisions, in which value considerations should be viewed simultaneously

with transaction cost considerations (Kulkarni & Ramamoorthy, 2005). The current research
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expands the existing RBV-oriented approach by the TCT considerations to cover not only
drivers of expansion, but the complexity of different problems and types of decisions in the
process of growth. Based on the theoretical and empirical literature review, it has been
proposed how entrepreneurial decisions are made in the process of growth. Another value
might stem from future empirical research that would adopt the proposed framework. If tested
in the context of high-growth and high-performance firms, the framework will bring verified

normative recommendations, conducive for business practice.

Acknowledgements

The article is a result of the project financed by Polish National Science Centre (Narodowe

Centrum Nauki) — Decision no. DEC-2013/09/B/HS4/01938.

REFERENCES®

Achtenhagen L., Naldi L., and Melin L. (2010), ,,.Business growth-do practitioners and
scholars really talk about the same thing?”, , Vol. 34,

No. 2, pp. 289-316.

Acs, Z., Parsons, W. and Tracy, S. (2008), High-impact firms: Gazelles revisited. US Small
Business Administration: Washington D.C.

Alvarez, S.A. (2007), “Entrepreneurial rents and the theory of the firm”, N
sesdakidaiag. Vol. 22, No. 3, pp. 427-442.

Amit, R. and Schoemaker, P.J.H. (1993), "Strategic assets and organizational rent", Stkelegis
I Vol. 14, No. 1, pp. 33-46.

Arend, R.J. (2006), “Tests of the Resource-Based View: do the empirics have any clothes?”,

. Vol. 4, No. 4, pp. 409-422.

Arend, R.J. and Levesque, M. (2010), “Testing the resource-based view: simulation results for

violating VRIO”, NS, VVo!. 21, pp. 913-930.

3 * Theoretical studies on firm boundaries identified upon a systematic search. ** Empirical studies on firm
boundaries identified upon a systematic search.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.4250140105&isi=A1993KG26800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.4250140105&isi=A1993KG26800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F1476127006070309
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Forsc.1090.0484&isi=000280192100007
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2010.00376.x&isi=000275765400003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2006.04.006&isi=000245388500006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2006.04.006&isi=000245388500006

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

35

Argyres, N.S., and Liebeskind, J.P. (1999), "Contractual commitments, bargaining power, and
governance inseparability: incorporating history into transaction cost theory", sastionmanl

. Vol. 24, No. 1, pp. 49-63.

*Argyres N.S. and Zenger T. (2012), “Capabilities, transaction costs, and firm boundaries”,

. V0! 23, No. 6, pp. 1643-1657.

**Argyres, N.S. and Silverman, B.S. (2004), "R&D, organization structure, and the
development of corporate technological knowledge", — Vol. 25,
No. 8, pp. 929-958.

Barney, J. (1991), “Firm resources and sustained competitive advantage”, deiiicde
fssspenssd Vol. 7, No. 1, pp. 99-120.

Barney, J.B. (1999). “How a firm’s capabilities affect boundary decisions”, MIT Sloan
Management Review, Vol. 3, pp. 73-81.

Barringer, B., Jones F. and Neubaum, D. (2005), “A quantitative content analysis of the
characteristics of rapid-growth firms and their founders”, * Vol.
20, No. 5, pp. 663-687.

Bitektine, A., (2008), “Prospective case study design: qualitative method for deductive theory
testing”, , Vol. 11, No. 1, pp. 160-180.

**Brahm, F. and Tarzijan, J. (2014), "Transactional hazards, institutional change, and
capabilities: Integrating the theories of the firm", j Vol. 35, No.
2, pp. 224-245.

**Brewer B, Ashenbaum B and Carter J. 2014. Understanding the supply chain outsourcing
cascade: when does procurement follow manufacturing out the door?

dmenmennnny 49(3): 90-110.

Carter, R. and Hodgson, G. (2006), “The impact of empirical tests of transaction cost
economics on the debate on the nature of the firm”, — Vol. 27,
No. 5, pp. 461-476.

**Ceccagnoli, M., Graham, S., Higgins, M. and Lee, J. (2010), “Productivity and the role of
complementary assets in firms' demand for technology innovations”, it

I Vol. 9, No. 3, pp. 839-869.

Chandler, G., McKelvie. A. and Davidsson, P. (2009), “Asset specificity and behavioral
uncertainty as moderators of the sales growth - employment growth relationship in emerging
ventures”, j, Vol. 24, No. 4, pp. 373-387.

**Chen, H. and Chen, T.-J. (2003), “Governance structures in strategic alliances: transaction
cost versus resource-based perspective:”, _,g Vol. 38, No. 1, pp. 1-14.

Cher-Hung, T. and Liang-Tu, Ch. (2013), “Firm capabilities as moderators of transaction cost

factors and subsidiary domestic outsourcing”, | N N I . Vo!. 51, No. 1, pp. 5-
24.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F1094428106292900&isi=000251815900011
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.2094&isi=000333527200004
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fjscm.12021&isi=000322194500005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fjscm.12021&isi=000322194500005
http://www.emeraldinsight.com/action/showLinks?isi=000078206100006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.531&isi=000237367000004
http://www.emeraldinsight.com/action/showLinks?isi=000078206100006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Forsc.1110.0736&isi=000311328400006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1093%2Ficc%2Fdtq033&isi=000279110200009
http://www.emeraldinsight.com/action/showLinks?crossref=10.1093%2Ficc%2Fdtq033&isi=000279110200009
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F014920639101700108&isi=A1991FE14500007
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F014920639101700108&isi=A1991FE14500007
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2008.04.002&isi=000267718900006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.387&isi=000223115800011
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2FS1090-9516%2802%2900105-0&isi=000180714100001
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F00251741311291283&isi=000316153900001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2004.03.004&isi=000229572200004

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

36

Coad, A. (2009), The growth of firms: A survey of theories and empirical evidence. Edward
Elgar: Cheltenham.

Cohen, W. and Levinthal, D. (1990), “Absorptive capacity: a new perspective on learning and
innovation”, Vol. 35, No. 1, pp. 128-152.

Combs, J. and Ketchen, D., Crook, R., Roth, Ph. (2011), “Assessing cumulative evidence
within 'macro' research: why meta-analysis should be preferred over vote counting”, Zhe
I o' /5, \o. |, pp. 175-197

*Conner, K.R. and Prahalad, C.K. (1996), “A resource-based theory of the firm: knowledge
versus opportunism”, | NJ . Vo!. 7, No. 5, pp. 477-501.

David, R.J. and Han, S.-K. (2004), "A systematic assessment of the empirical support for
transaction cost economics", Vol. 25, No. 1, pp. 39-58.
Davidsson, P. and Wiklund, J. (2000), “Conceptual and empirical challenges in the study of

firm growth”. In Handbook of Entrepreneurship, Sexton, D. and Landstrom, H. (eds).
Blackwell Publishers: Oxford, Malden.

Davidssoni P.i Delmar. F. and Wiklund, J. (2006), _

Davidsson, P., Steffens. P. and Fitzsimmons, J. (2009), “Growing profitable or growing from
profits: putting the horse in front of the cart?”, , Vol. 24, No. 4,

pp. 388-406.

Davis, R. (2006), “Strong inference — rationale or inspiration?”, —

adediciigg. Vol. 49, pp. 238-249.
**Diez-Vial, I. (2007), “Explaining vertical integration strategies: market power,
transactional attributes and capabilities”, , Vol. 44, No. 6,

pp. 1017-1040.

Diez-Vial, 1. (2010), “Firm size effects on vertical boundaries”, Journal of Small Business
Management, Vol. 7, No. 2, pp. 137-153.

Dobbs, M. and Hamilton, R.T. (2007), “Small business growth: recent evidence and new

directions”, Vol. 13, No. 5,
pp- 296-296.

Dyer, J. and Singh, H. (1998), “The relational view: cooperative strategy and sources of
interorganizational competitive advantage”, , Vol. 23, No. 4,
pp. 660-679.

**Fabrizio, K. (2012), “Institutions, capabilities, and contracts: make or buy in the electric
utility industry”, Organization Science, Vol. 23, No. 5, pp. 1264-1281.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1353%2Fpbm.2006.0022&isi=000236819100007
http://www.emeraldinsight.com/action/showLinks?crossref=10.1353%2Fpbm.2006.0022&isi=000236819100007
http://www.emeraldinsight.com/action/showLinks?crossref=10.2307%2F2393553&isi=A1990CV83400006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1467-6486.2007.00693.x&isi=000249180100009
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1467-6486.2009.00899.x&isi=000284775100008
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1467-6486.2009.00899.x&isi=000284775100008
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F13552550710780885
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Forsc.7.5.477&isi=A1996WA60100003
http://www.emeraldinsight.com/action/showLinks?isi=000076489300007
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.359&isi=000187360600003
http://www.emeraldinsight.com/action/showLinks?crossref=10.4337%2F9781781009949
http://www.emeraldinsight.com/action/showLinks?crossref=10.4337%2F9781781009949
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2008.04.003&isi=000267718900007

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

37

**Forlani, D. and Parthasarathy, M. and Keaveney, S.M. (2008), “Managerial risk
perceptions of international entry-mode strategies”, International Marketing Review, Vol. 5,
No. 3, pp. 292-311.

*Foss, K. and Foss, N.J. (2005), "Resources and transaction costs: how property rights
economics furthers the resource-based view", ﬂ, vol. 26, no. 6,
pp. 541-553.

Foss, K. and Foss, N. (2008), “Understanding opportunity discovery and sustainable
advantage: the role of transaction costs and property rights”, _
el Vol. 2, pp. 191-207.

Gancarczyk, M. (2015), “Enterprise- and industry-level drivers of cluster evolution and their

outcomes for clusters in developed and less developed countries”,
Vol. 23, No. 10, pp. 1932-1952.

Garnsey, E., Stam, E. and Heffernan, P. (2006), “New firm growth: exploring processes and

paths”, | NESE. Vo!. 13, No. 1, pp. 1-20.

Gautam, R., Barney, J.B. and Muhanna, W.A. (2004), "Capabilities, business processes and
competitive advantage: choosing the dependent variable in empirical tests of the resource-
based view, IR \ o' 25. No. 1. pp. 23,

Gilbert, B., McDougall. P. and Audretsch, D. (2006), “New venture growth: a review and
extension”, Journal of Management, Vol. 32, No. 6, pp. 926-926.

**Glaister, K.W. (2004), “The rationale for international equity joint ventures”, European
Management Journal, Vol. 2, No. 5, pp. 493-507.

**QGulati, R., Lawrence, P.R. and Puranam, P. (2005), "Adaptation in vertical relationships:
beyond incentive conflict", Strategic Management Journal, vol. 26, no. 5, pp. 415-440.

Hamel, G. and Prahalad, C.K. (1990), “The core competence of corporation”, Harvard
Business Review, Vol,. 8, No. 5-6, pp. 600-620.

Hansen, B. and Hamilton, R.T. (2011), “Factors distinguishing small firm growers and non-
growers”, International Small Business Journal, Vol. 29, No. 3, pp. 278-294.

Hodgson, G. (1998), “Competence and contract in the rent generation in competence-based
competition”, Journal of Economic Behavior Organization, Vol. 35, No. April, pp. 179-201.

Hoetker, G. (2005), "How much you know versus how well I know you: selecting a supplier
for a technically innovative component", Strategic Management Journal, vol. 26, no. 1, pp.
75-96.

*Holcomb, T.R. and Hitt, M.A. (2007), “Toward a model of strategic outsourcing”, Journal
of Operations Management, Vol. 25, No. 2, pp. 464-481.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1080%2F09654313.2014.959811&isi=000369395400002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1080%2F13662710500513367
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.366&isi=000187360600002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.465&isi=000228908800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsej.49&isi=000207897500003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsej.49&isi=000207897500003

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

38

Hoon, Ch. (2013), “Meta-synthesis of qualitative case studies: an approach to theory
building”, Organizational Research Methods, Vol. 16, No. 4, pp. 522-546.

Iacobucci, D. and Rosa, P. (2010), ,,The growth of business groups by habitual entrepreneurs:
the role of entrepreneurial teams”, H Vol. 34, No. 2, pp.

351-377.

*Ireland, R.D., Hitt, M.A. and Vaidyanath, D. (2002), “Alliance management as a source of

competitive advantage”, _, Vol. 28, No. 3, pp. 413-446.

*Jacobides, M.G. and Winter, S.G. (2005), "The co-evolution of capabilities and transaction
costs: explaining the institutional structure of production”,
vol. 26, no. 5, pp. 395-414.

*Jacobides, M.G. (2008), “How capability differences, transaction costs, and learning curves
interact to shape vertical scope”, | EIj I Vo!. 19, No. 2, pp. 306-326.

**Jacobides, M.G. and Hitt, L.M. (2005), "Losing sight of the forest for the trees? Productive
capabilities and gains from trade as drivers of vertical scope",
vol. 26, no. 13, pp. 1209-1227.

* Kim, S.M. and Mahoney, J.T. (2006), "Mutual commitment to support exchange: relation-
specific IT system as a substitute for managerial hierarchy", ﬁ
vol. 27, no. 5, pp. 401-423.

Klein, B., Crawford, R. and Alchian, A. (1978), “Vertical Integration, appropriable rents, and
the competitive contracting process”, Vol. 21, No. 2, pp. 297-

326.

Kogut, B. and Zander, U. (1992), “Knowledge of the firm, combinative capabilities, and the
replication of technology”, | j . Vo!. 3, No. 3, pp. 383-397.

Koryak, O., Mole, K., Lockett, A., Hayton, J., Ucbasaran. D. and Hodgkinson, G. (2015),
“Entrepreneurial leadership, capabilities and firm growth”, ﬂ
el Vol. 33, pp. 89-105.

*Kulkarni, S.P. and Ramamoorthy, N. (2005), “Commitment, flexibility and the choice of
employment contracts”, | . Vo!l. 58, No. 6, pp. 741-761.

**Kumar, M.V.S. (2010), “Differential gains between partners in joint ventures: role of
resource appropriation and private benefits”, Organization Science, Vol. 21, No. 1, pp. 232-
248.

Lafontaine, F. and Slade, M. (2007), “Vertical integration and firm boundaries: the evidence”,
Journal of Economic Literature, Vol. 45, No. 3, pp. 629-685.

**Lai, W., Chang, P. (2010), “Corporate motivation and performance in R&D alliances”,
Journal of Business Research, Vol. 63, No. 5, pp. 490-496.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.501&isi=000233366000002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.527&isi=000237367000001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1086%2F466922&isi=A1978GC40600003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Forsc.3.3.383&isi=A1992JH70700006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2010.00378.x&isi=000275765400005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F0266242614558315&isi=000348710400006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F0266242614558315&isi=000348710400006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F0018726705057170&isi=000232107700003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F014920630202800308&isi=000177143800008
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.460&isi=000228568200001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Forsc.1070.0312&isi=000254921800008

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

39

Langley, A. (1999), “Strategies for theorizing from process data”, [l
I \o!. 24, No. 4, pp. 691-710.

*Langlois, R.N. (1992), "Transaction-cost economics in real time", _

hauge, Vol. 1, No. 1, pp. 99-127.

Larson, A. (1992), “Network dyads in entrepreneurial settings: a study of the governance of
exchange relationships”, _, Vol. 37, No. 1, pp. 76-104.

Leavitt, K., Mitchell, T. and Peterson, J. (2010), “Theory pruning: Strategies to reduce our
dense theoretical landscape, , Vol. 13, No. 4, pp. 644-667.
Lee, A.S. (1989), “A scientific methodology for MIS case studies”, juifiinfiamsmin. Vol. 13,
No. 1, pp. 33-50.

*Leiblein, M. (2003), “The choice of organizational governance form and performance:
predictions from transaction cost, resource-based, and real options theories”, disiibgi

sssgenesed. Vol. 29, No. 6, pp. 937-961.

**Leiblein, M.J. and Miller, D.J. (2003), "An empirical examination of transaction-and firm-
level influences on the vertical boundaries of the firm", vol.
24, no. 9, pp. 839-859.

Leitch, C., Hill, F. and Neergaard, H. (2010), “Entrepreneurial and business growth and the
quest for a ‘comprehensive theory’: tilting at windmills?”, *
Bikggtice Vol. 34, No. 2, pp. 249-260.

Lensink, R., van Steen P. and Sterken, E. (2005), “Uncertainty and growth of the firm”,
, Vol. 24, No. 4, pp. 381-391.

*Lepak, D.P. and Snell, S.A. (1999), “The human resource architecture: toward a theory of
human capital allocation and development”, Academy of Management. ==

. Vol. 24, No. 1, pp. 31-48.

Levie, J. and Lichtenstein, B. (2010™), “A terminal assessment of stages theory: introducing a
dynamic states approach to entrepreneurship”, ﬂ, Vol.

34, No. 2, pp. 317-350.

**Lo, D. (Ho-Fu), Frias, K. and Ghosh, M. (2012), “Price formats for branded components in
industrial markets: an integration of transaction cost economics and the resource-based view”,

I Vol 23, No. 5, pp. 1282-1297.

Macher, J., Richman, B. (2008), “Transaction cost economics: an assessment of empirical
research in the social sciences”, | NGNS Vo!. 10, No. 1, pp. 1-63.

Macpherson, A. and Holt, R. (2007), “Knowledge, learning and small firm growth: a
systematic review of the evidence”, Research Policy, Vol. 36, No. 2, pp. 172-192.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2010.00377.x&isi=000275765400004
http://www.emeraldinsight.com/action/showLinks?crossref=10.2307%2F2393534&isi=A1992HN86700004
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Forsc.1110.0689&isi=000309096600005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F1094428109345156&isi=000281680800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.2202%2F1469-3569.1210
http://www.emeraldinsight.com/action/showLinks?crossref=10.2307%2F248698&isi=A1989T892800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2FS0149-2063%2803%2900085-0&isi=000220184800008
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2FS0149-2063%2803%2900085-0&isi=000220184800008
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.340&isi=000184687100004
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2010.00374.x&isi=000275765400001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2010.00374.x&isi=000275765400001
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2FAMR.1999.2553248&isi=000083245700010
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2FAMR.1999.2553248&isi=000083245700010
http://www.emeraldinsight.com/action/showLinks?crossref=10.1007%2Fs11187-005-7121-z&isi=000231954800004
http://www.emeraldinsight.com/action/showLinks?crossref=10.1093%2Ficc%2F1.1.99
http://www.emeraldinsight.com/action/showLinks?isi=000078206100005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1093%2Ficc%2F1.1.99
http://www.emeraldinsight.com/action/showLinks?isi=000078206100005

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

40

*Madhok, A. and Tallman, S.B. (1998), “Resources, transactions and rents: managing value
through interfirm collaborative relationships”, Organization Science, Vol. 9, No. 3, pp. 326-
339.

*Madhok, A. (1997), "Cost, value and foreign market entry mode: The transaction and the
tirm", [ Vo' 13, No. 1, pp. 39-61.

*Madhok, A. (2002), "Reassessing the fundamentals and beyond: Ronald Coase, the
transaction cost and resource-based theories of the firm and the institutional structure of
production"”, — Vol. 23, No. 6, pp. 535-550.

Magala, S. (2000), "Critical complexities: From marginal paradigms to learning networks",
Vol. 13, No. 4, pp. 312-333.

*Mahoney, J.T. (2001), “A resource-based theory of sustainable rents”, deitiicdngi
ssspeussed. Vol. 27, No. 6, pp. 651-660.

**Majocchi, A., Mayrhofer, U. and Camps, J. (2013), “Joint ventures or non-equity alliances?
Evidence from Italian firms, | NN R Vo!. 51, No. 2, pp. 380-395.

**Mayer, K. and Salomon, R. (2006), “Capability, contractual hazards, and governance:
integrating resource-based and transaction cost perspectives”,
aagaual Vol. 49, No. 5, pp. 942-959.

*Mclvor, R. (2009), “How the transaction cost and resource-based theories of the firm inform
outsourcing evaluation”, —, Vol. 27, No. 1, pp. 45-63.

McKelvie, A. and Wiklund, J. (2010), “Advancing firm growth research: a focus on growth
mode instead of growth rate”, , Vol. 34, No. 2, pp. 261-

288.

* Meyer, K.F., Wright, M. and Pruthi, S. (2009), "Managing knowledge in foreign entry
strategies: a resource-based analysis", vol. 30, no. 5, pp. 557-
574.

Michael, S.C. (2007), “Transaction cost entrepreneurship”, —

Vol. 22, No. 3, pp. 412-426.

Moreno, A. and Casillas, J. (2007), “High-growth SMEs versus non-high-growth SMEs: a
discriminant analysis”, Entrepreneurship and Regional Development, Vol. 9, No. 1, pp. 1-30.

**Murphy, P.J., Wu, Z., Welsch, H., Heiser, D.R., Young, S.T. and Jiang, B. (2012), “Small

firm entre reneurlal outsourcm tradltlonal problems nontraditional solutions”, Sikgkegs
I /o1 5, No. 3, pp. 245275

**Mutinelli, M. and Piscitello, L. (1998), “The entry mode choice of MNEs: An evolutionary
approach”, | Vo!. 27, No. 5, pp. 491-506.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F17538291211291774
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F014920630102700603&isi=000172894200003
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F17538291211291774
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F014920630102700603&isi=000172894200003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2FS0048-7333%2898%2900063-8&isi=000075882000004
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F00251741311301876&isi=000316153900021
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2FAMJ.2006.22798175&isi=000242145100007
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2FAMJ.2006.22798175&isi=000242145100007
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jom.2008.03.004&isi=000262492600003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2010.00375.x&isi=000275765400002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.756&isi=000264572800005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2F%28SICI%291097-0266%28199701%2918%3A1%3C39%3A%3AAID-SMJ841%3E3.0.CO%3B2-J&isi=A1997WC19700003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2006.04.005&isi=000245388500005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.247&isi=000175251300004
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F09534810010338979&isi=000088810000002

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

41

Nandialath, A., Dotson, J. and Durrand, R. (2014), A structural approach to handlin
endogeneity in strategic management: the case of RBV, H Vol.
11, No. 1, pp. 47-62.

Newbert, S.L. (2007), "Empirical research on the resource-based view of the firm: an
assessment and suggestions for future research", — vol. 28, no.
2, pp. 121-146.

**QOrdanini, A. and Silvestri, G. (2008), “Recruitment and selection services: efficiency and
competitive reasons in the outsourcing of HR practices”, —
. Vo!. 19, No. 2, pp. 372-391.

Penrose, E. (1959), The theory of the growth of the firm, Oxford University Press: Oxford.

Peteraf, M.A. (1993), "The cornerstones of competitive advantage: A resource-based",
Vol. 14, No. 3, pp. 179-191.

*Pitelis, Ch. and Pseiridis A. (1999), "Transaction costs versus resource value?", doitisdgl
. Vol. 26, No. 3, pp. 221-240.

*Pitelis, Ch. and Teece, D. (2009), “The (new) nature and essence of the firm”, Sdkaiacad
I Vol. 6, No. 1, pp. 5-15.

**Poppo, L. and Zenger, T. (1995), “Opportunism, routines, and boundary choices: a

comparative test of transaction cost and resource-based explanations for make-or-buy
decisions”, N /o !, . 42-46
**Ray, G., Xue, L. and Barney, J. (2013), “Impact of information technology capital on firm
scope and performance: the role of asset characteristics, *

Vol. 56, No. 4, pp. 1125-1147.

Rindfleisch, A., Antia, K., Bercovitz, J., Brown, J. and Cannon, J. (2010), “Transaction costs,
opportunism, and governance: contextual considerations and future research opportunities”,

I Vol 21, No. 3, pp. 211-222.

Rindova, V.P., Yeow, A., Martins, L.L. and Faraj, S. (2012), “Partnering portfolios, value-

creation logics, and growth trajectories: a comparison of Yahoo and Google (1995 to 2007)”,
I . 5 No.2. rp. 133-151.

Rodriguez-Gutiérrez, M.J., Moreno, P. and Tejada, P. (2015), "Entrepreneurial orientation
and performance of SMEs in the services industry",

fsssspenesed. Vol. 28, No. 2, pp. 194.

**Ryoo, J. (2012), “Technology sourcing decision making for new technology development
projects: an empirical study of South Korean high-tech small firms”,

bmssgeussedi. Vol. 11, No. 4, pp. 445-469.

**Safizadeh, M.H., Field, J.M. and Ritzman, L.P. (2008), "Sourcing practices and boundaries
of the firm in the financial services industry", Strategic Management Journal, vol. 29, no. 1,
pp. 79-91.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1057%2Femr.2009.1&isi=000208678100002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1057%2Femr.2009.1&isi=000208678100002
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2FAMBPP.1995.17536261
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Femre.12023&isi=000334248600004
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2Famj.2010.0874&isi=000323852100010
http://www.emeraldinsight.com/action/showLinks?crossref=10.1007%2Fs11002-010-9104-3&isi=000279601200002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.573&isi=000243704700002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1080%2F09585190701799960&isi=000253336200011
http://www.emeraldinsight.com/action/showLinks?crossref=10.1080%2F09585190701799960&isi=000253336200011
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsej.1131&isi=000304905900004
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2FJOCM-01-2015-0020&isi=000354650500004
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2FJOCM-01-2015-0020&isi=000354650500004
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.4250140303&isi=A1993KR72900002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1057%2Fabm.2012.2&isi=000308142200005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1057%2Fabm.2012.2&isi=000308142200005
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F01443589910284408
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F01443589910284408

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

42

**Schilling, M. and Steensma, K. (2002), “Disentangling the theories of firm boundaries: a
path model and empirical test”, Organization Science, Vol. 13, No. 4, pp. 387-401.

Shareef, R. (2007), “Want better business theories? Maybe Karl Popper has the answer.”,

, Vol. 6, No. 2, pp. 272-280.
Shepherd, D. and Wiklund, J. (2009), “Are we comparing apples with apples or apples with
oranges? Appropriateness of knowledge accumulation across growth studies”,
I . 33. No. . pp. 105-123

**Silverman, B. (1999), “Technological resources and the direction of corporate
diversification: toward an integration of the resource-based view and transaction cost

economics”, | INGTGNGGEEGEGEGEGEGEGE. Vo!. 45, No. 8, pp. 1109-1124.

Sirén, Ch. A., Kohtamiki, M. and Kuckertz, A. (2012), “Exploration and exploitation
strategies, profit performance and the mediating role of strategic learning: escaping the
exploitation trzp”. IR o\ 6. No. | pp. 1541
Smallbone, D., Leigh, R. and North, D. (1995), “The characteristics and strategies of high-

growth SMEs”, , Vol. 1, No. 3,
pp. 44-62.

Stam, E. (2010), “Growth beyond Gibrat: Firm growth processes and strategies, Suall
I Vo!l. 35, No. 2, pp. 129-135.

Stam, E., Suddle, K., Hessels, J. and Von Stel, A. (20006), High-growth entrepreneurs, public
policies and economic growth. EIM Business & Policy Research; SCALES Scientific
Analysis of Entrepreneurship and SMEs: Zoetermeer.

**Steensma, K. and Corley, K. (2001), “Organizational context as a moderator of theories on
firm boundaries for technology sourcing”, , Vol. 44, No. 2,
pp- 271-291.

Storey, D. (1994), Understanding the small business sector. Routledge: London.

Teece, D. (2007), “Explicating dynamic capabilities: the nature and microfoundations of
(sustainable) enterprise performance”, , Vol. 28, No. 13, pp.
1319-1350.

Teece, D., Pisano, G., Shuen, A. (1997), ,,The dynamic capabilities of firms: an introduction”,
, Vol. 3, No. 3, pp. 537-556.

*Tsang E. 2000. Transaction cost and resource-based explanations of joint ventures: a

comparison and synthesis. | NG 21(1): 215-242.

Tsang, E. (2006), “Behavioral assumptions and theory development: the case of transaction
cost economics”, Strategic Management Journal, Vol. 27, No. 11, pp. 999-1011.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F0170840600211004&isi=000087581300004
http://www.emeraldinsight.com/action/showLinks?crossref=10.5465%2FAMLE.2007.25223466&isi=000247305000011
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1540-6520.2008.00282.x&isi=000262048300005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1287%2Fmnsc.45.8.1109&isi=000082479400006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsej.1126&isi=000300504700002
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F13552559510100657
http://www.emeraldinsight.com/action/showLinks?crossref=10.1007%2Fs11187-010-9294-3&isi=000280599100001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1007%2Fs11187-010-9294-3&isi=000280599100001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.640&isi=000251021800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1093%2Ficc%2F3.3.537-a
http://www.emeraldinsight.com/action/showLinks?crossref=10.2307%2F3069455&isi=000168240400005

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

43

**Tseng, Ch.-H. and Chen, L.-T. (2013), “Firm capabilities as moderators of transaction cost
factors and subsidiary domestic outsourcing”, | N | EIj . Vo!. 51, No. 1, pp. 5-

24.

Un, C.A. and Montoro-Sanchez, A. (2010), "Innovative capability development for
entrepreneurship", Vol. 23, No. 4, pp. 413-
434.

**Verwaal, E., Bruining, H., Wrigh, M., Manigart, S. and Lockett, A. (2010), “Resources

access needs and capabilities as mediators of the relationship between VC firm size and
syndication”, INERRN \'o\. 3/, No. 3, pp. 277-291,

Watson J. 2007. Modeling the relationship between networking and firm performance.
I - ). 55.-57:.
Wernerfelt, B. (1984), “A resource-based view of the firm”, _,

Vol. 5, No. 2, pp. 171-180.

Wiklund, J. and Shepherd, D. (2003), “Aspiring for, and achieving growth: the moderating
role of resources and opportunities”, “ Vol. 40, No. 8, pp.
1919-1941.

Wiklund, J., Davidsson, P. and Delmar, F. (2003), “What do they think and feel about
growth? An expectancy—value approach to small business managers’ attitudes toward
grov”, N \ o\ 15, No. 3 pp. 247-210.

Williamson, O. (1989), Transaction cost economics. In Handbook of industrial organization
vol. 1, Schmalensee R, Willig R (eds). Elsevier Science Publishers: Amsterdam; pp. 135-182.

Williamson, O. (1975), Markets and Hierarchies: Analysis and Antitrust Implications. The
Free Press: New York.

Williamson, O. (1979), “Transaction-cost economics: the governance of contractual
relations”, , Vol. 22, No. 2, pp. 231-266.

Williamson, O. (1991), “Comparative economic organization: the analysis of discrete
structural alternatives” [NENENE Vo' 36. No. 2. p. 269-296.

Williamson, O. (1998), “Transaction costs economics: how it works, where it is headed”, De
issekasd, Vol. 146, No. 1, pp. 23-58.

*Williamson, O. (1999), "Strategy research: governance and competence perspectives",
Vol. 20, No. 12, pp. 1087-1108.

Williamson, O. (2002), “The theory of the firm as governance structure: from choice to

contract”, , Vol. 16, No. 3, pp. 171-195.

Williamson, O. (2005), “The economics of governance”, _,

Vol. 95, No. 2, pp. 1-18.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F00251741311291283&isi=000316153900001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1086%2F466942&isi=A1979HW40500002
http://www.emeraldinsight.com/action/showLinks?system=10.1108%2F09534811011055403&isi=000280887900005
http://www.emeraldinsight.com/action/showLinks?crossref=10.2307%2F2393356&isi=A1991FT16600005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1007%2Fs11187-008-9126-x&isi=000275125600004
http://www.emeraldinsight.com/action/showLinks?crossref=10.1023%2FA%3A1003263908567&isi=000072864800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1016%2Fj.jbusvent.2006.08.001&isi=000249172700005
http://www.emeraldinsight.com/action/showLinks?crossref=10.1023%2FA%3A1003263908567&isi=000072864800003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2F%28SICI%291097-0266%28199912%2920%3A12%3C1087%3A%3AAID-SMJ71%3E3.0.CO%3B2-Z&isi=000083983900001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1002%2Fsmj.4250050207&isi=A1984TC19400006
http://www.emeraldinsight.com/action/showLinks?crossref=10.1257%2F089533002760278776&isi=000178191200010
http://www.emeraldinsight.com/action/showLinks?crossref=10.1046%2Fj.1467-6486.2003.00406.x&isi=000186896000002
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2F1540-8520.t01-1-00003
http://www.emeraldinsight.com/action/showLinks?crossref=10.1257%2F000282805774669880&isi=000233172500003

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

44
Wright, M. and Stigliani, I. (2013), “Entrepreneurship and growth”, |
_5 Vol. 319 No. 19 pp- 3-22.

Yin, R.K. (2003”, Case Study Research: Design and Methods, 3rd edition. Thousand Oaks:
Sage Publications.

*Zajac, E.J. and Olsen, C.P (1993), "From transaction cost to transactional value analysis:
implications for the study of interorganizational strategies", —,
Vol. 30, No. 1, pp. 131-145.

© Emerald Group Publishing Limited
This is a pre-print of a paper and is subject to change before publication. This pre-print is made available with the understanding
that it will not be reproduced or stored in a retrieval system without the permission of Emerald Group Publishing Limited.


http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F0266242612467359&isi=000313593100001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1177%2F0266242612467359&isi=000313593100001
http://www.emeraldinsight.com/action/showLinks?crossref=10.1111%2Fj.1467-6486.1993.tb00298.x&isi=A1993KT12400007

Downloaded by TASHKENT UNIVERSITY OF INFORMATION TECHNOLOGIES At 01:34 11 November 2016 (PT)

Table 1. The RBV and TCT as alternative approaches to the structural elements of growth

process

Elements of growth The resource-based view Transaction cost theory
process

Motives of economic | Trust and mutuality Opportunism

agents

Economic rationale

Value and competitive advantage

Reduction of transaction costs out of
organization

Mechanisms Exploitation of the existing Discriminating alignment hypothesis —
capabilities and exploration of new | aligning characteristics of a particular
business activities through transaction with governance mode in
acquisition or development of new | order to optimize transaction costs
capabilities

Governance Organic (internal), external or Hierarchy (internalization) or hybrid

structures (modes)

hybrid growth (mergers and
acquisitions) dependent on the
consistency with a firm’s core
competence

growth dependent on the level of asset
specificity, transaction frequency and
complexity

Decision-making
perspective

Evolutionary and long-term
perspective that involves both path
dependence and learning; history
forms a decisional context.

Structural and micro-analytical
approach based on the comparative
analysis of governance modes;
alternative governance modes and
criteria of their selection form a
decisional context.
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Table 2. The main RBV and TCT determinants of firm scope and size identified in the
empirical studies on boundary decisions

The RBV approach TCT approach
Variables Studies Variables Studies
Capabilities | All the studies Transaction Indirectly: all the studies; directly: Verwaal
costs et al., 2010; Jacobides and Hitt, 2005
Value Lai and Chang, 2010; Uncertainty Ryoo, 2012; Murphy, 2012; Majocchi et
(including Argyres and Silverman, | (behavioral al., 2013; Kumar, 2010; Forlani ef al.,
performance | 2004; Kumar, 2010; and 2008; Lai and Chang, 2010; Mutinelli and
and Murphy et al., 2012; environmental | Piscitello, 1998; Brahm and Tarzijan, 2014;
competitive | Glaister, 2004; Brewer | uncertainty, Brewer ef al., 2014; Chen and Chen, 2002;
advantage) et al., 2014; Ceccagnoli | contractual Diez-Vial, 2007; Gulati, et al., 2005;
etal.,2010; Lo, Frias hazards — Leiblein and Miller, 2003; Lo et al., 2012;
and Ghosh, 2012; appropriation | Mayer and Salomon, 2006; Poppo and
Ordanini and Silvestri, | and Zenger, 1995; Silverman, 1999; Steensma
2008; Steensma and measurement | and Corley, 2001; Safizadeh et al., 2008;
Corley, 2001; Schilling | problems) Schilling and Steensma, 2002; Tseng and
and Steensma, 2002 Chen, 2013
Asset Chen and Chen (2002); Diez-Vial (2007);
specificity Leiblein and Miller (2003); Lo et al., 2012;
Mayer and Salomon (2006); Poppo and
Zenger (1995); Safizadeh et al., (2008;
Schilling and Steensma (2002)

Table 3. The differing explanatory power of the RBV and TCT regarding ‘why’ and ‘how’ to
grow in the empirical studies on firm boundaries

Findings

Empirical studies

The importance or primacy of

Brewer et al., 2014; Ceccagnoli, 2010; Gulati et al., 2005;
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the RBV in explaining ‘why’
to grow

Jacobides and Hitt, 2005; Lo et al., 2012; Poppo and Zenger, 1995;
Silverman, 1999; Schilling and Steensma, 2002

The importance or primacy of | Brahm and Tarzijan, 2014; Brewer et al., 2014; Lai and Chang
TCT in explaining ‘how’ to 2010; Ceccagnoli and Salamon, 2006; Chen and Chen, 2002; Diez-
grow Vial, 2007; Fabrizio, 2012; Gulati ef al., 2005; Jacobides and Hitt,
2005; Leiblein and Miller, 2003; Mayer and Salomon, 2006;
Ordanini and Silvestri, 2008; Poppo and Zenger, 1995; Ray et al.,
2013; Safizadeh et al., 2008; Tseng and Chen, 2013; Ray et al.,
2013; Schilling and Steensma, 2002; Steensma and Corley, 2001;
Majocchi et al., 2013

Tseng and Chen, 2013; Ray et al., 2013; Steensma and Corley, 2001;

Capabilities moderating the

impact of the TCT Kumar, 2010; Verwaal et al., 2010

determinants

TCT factors moderating the Mutinelli and Piscitello, 1998; Fabrizio, 2012; Jacobides and Hitt,
impact of the RBV 2005

determinants
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Table 4.

The integrated RBV-TCT framework: the research proposals
as levels of entrepreneurs’ decisional rules in the process of growth

Proposition 5. Considering a long-term and evolutionary perspective,
entrepreneurs recognize the interaction between firm capabilities and
transaction costs during the process of growth.

5.1. Transaction costs moderated by capabilities determine the
entrepreneur’s choice of governance mode for growth, which further
affects learning and capability development of the firm. Learning and
capability development enable lowering transaction costs in
opportunity recognition and pursuing growth.

5.2. Eventually, capabilities and transaction costs jointly affect the level of
prospective value from growth.

Level 3.

Evolutionary approach
to decision making -
how to understand
feedback relationships
among transaction
costs, governance, and
capabilities to create
value from growth

Proposition 3. The entrepreneurial decisions on ‘why’ to grow are
explained by the tenets of the resource-based view of the firm, with
moderating effects from transaction cost perspective. Namely, mutuality-
trust relation and development of capabilities leading to value increase
are the major motive and rationale for growth with moderating effect from
uncertainty and transaction cost considerations.

Proposition 4. The entrepreneurial decisions on “how” to grow are

explained by the tenets of transaction cost theory, with moderating effects

from the resource-based view of the firm. Namely, the mechanism of
growth is based on aligning transaction characteristics and capability
characteristics with the governance mode.

4.1. Asset specificity and the uncertainty associated with business
transactions determine the choice between hierarchy and hybrid
modes of growth, with moderating effect from firm capabilities.

4.2.In the case of hierarchy mode of growth, the consistency or
inconsistency of expansion with a firm’s core competence results in
organic or acquisitive modes of growth, accordingly.

Level 2.

Structural problem-
solving — how to
approach the structural
elements of growth
process

Proposition 1. The entrepreneurial decisions in the process of firm Level 1.

growth are jointly explained by the assumptions of the resource-based Main decisional

view of the firm and transaction cost theory. criteria

Proposition 2. The entrepreneurial decisions in the process of firm

growth are based on the assessment of firm capabilities and value from

growth relative to environmental uncertainty and transaction costs

associated with growth.

PROPOSITIONS LEVELS of
entrepreneurs’

decisional rules
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