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ABSTRACT

The literature on the firm growth among University Spin-off Company has been widely studied in the strategic management literature and the 
technology transfer practice over the last 15 years. While many studies put emphasis on the firm’s resources, yet how firm growth can be achieved 
under resource constraint is relatively under-explored. Therefore, through a conceptual model, it is argued that transnational social capital as firm’s 
internal resources and business model design as firm’s strategy can facilitate firm’s growth under resource constraint. The study attempts to explore the 
extent to which the transnational social capital and business model design impact firm’s growth under resource constraint. The theoretical framework 
utilized for this study is the extended form of resource-based view. The study postulates that internal resources that are available in young firms, 
function as antecedents of firm’s growth. Malaysia is nominated as the context to investigate the accuracy of the proposed model with the focus on 
the University Spin-Off Companies. This paper provides insight and understanding of transnational social capital, business model design, and firm 
growth among University Spin-off Company.
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1. INTRODUCTION

In the new global economy, the survival and development of 
university spin-off companies in research commercialization 
have become an essential issue for the university. Research 
commercialization mechanisms, where conversion of scientific 
knowledge leads to economic growth, become the basis for 
establishment of University Spin-off Companies. Hayter (2013) 
suggested that the establishment of the firms within university 
context is the significant vehicle for knowledge sharing, which 
has the potential to generate jobs and economic growth. However, 
the diversity in the propensity of the growth of University Spin-
off Company depends on certain industries (Davidsson and 
Handerson, 2002). University Spin-off Companies continuously 
revise their capabilities and strategies to achieve competitive 
advantage and growth.

Concurrently, the University Spin-off Company’s growth often 
denotes the firm that possess resources and supports the exploitation 
of knowledge nurturing innovation to achieve competitive 
advantage. In the early years, the firm’s growth should have an 
average of 66% survival rate (Phillips and Kirchhoff, 1989). 
Audretsch and Mahmood (1995) in his study concluded that growth 
and survival rates have a tendency to fluctuate across industries. He 
also maintained the opinion that the ability of a firm to innovate also 
helps in improving the firm’s survival rate while undergoing little 
growth. Later studies revealed that University Spin-off Companies 
when experienced sluggish growth rate in their early years, they 
failed due to the insufficient supply of unique resources (Smith and 
Ho, 2006; Soetanto and Van Geenhuizen, 2011a; Rasmussen et al., 
2011). The challenges hinder the opportunity for growth and the 
company struggles to survive (Jang, 2011; Ismail et al., 2010; Van 
Geenhuizen and Soetanto, 2009; Zhou et al., 2011).



Yasin, et al.: Transnational Social Capital, Business Model Design, and Firm’s Growth in the Context of University Spin-off Companies

International Review of Management and Marketing | Vol 6 • Special Issue (S4) • 201654

Van Geehuizen and Soetanto (2013) viewed the challenges 
experienced by University Spin-off Company during the early 
research phase that has very minor relationships with consumers, 
suppliers and industry, which led to the difficulty of managing 
stakeholders’ expectation. The situation is not conducive to the 
business environment, consequently, not many industries displayed 
their interest to collaborate with the university which caused 
difficulties in R&D commercialization (Ismail et al., 2010). As 
the condition is seen as commercially unviable, Chandran et al. 
(2014) conclude that this leads to unsuccessful fundraising for the 
reason that the companies do not see promising potential profits. 
The essence of the argument is that the turbulence in environmental 
business is growing along with the need to overcome resource 
constraints in achieving firm’s growth to generate the wealth of 
country through job creation (Cao et al., 2013; Hirai et al., 2013; 
Stam et al., 2014; Vohora et al., 2004). Thus, in comparison to 
increased external resources as a foundation for competitive 
advantage, this paper highlights the prominence of internal 
resources available within the firm as strategic resources. Given 
the impact of resources at a particular stage of firm development, 
it is vital to acquire different resources for growth (Soetanto and 
Van Geenhuizen, 2010a; Wright et al., 2012).

The study utilizes the resource-based view (RBV) of the firm as a 
theoretical foundation for investigating the impact of transnational 
social capital and business model design on the growth of the 
firm. RBV has comprehensively being used to assess firms’ 
competitiveness. Firm’s resources that are non-subsitutabile, 
imperfectly imitable, rare and valuable help in generating 
sustained competitive advantage (Barney, 1991). The utilization of 
resources in value creation resulted in firm’s growth as dimensions 
of competitive advantage thus, the diversity of resources vary 
according to the stage of development of firm’s growth (Soetanto 
and Van Geenhuizen, 2010a). The study investigates interactions 
of the cross-border network to link other parties including people 
influenced by researchers on the basis of their professional ties as 
well as the possible boundary conditions for this connection. Other 
studies indicate that the limitation is caused by the social pattern 
which is most probably associated with homogeneous partners in 
the similar background. In addition, within turbulant environments, 
the firm’s growth can be achieved in various ways e.g. offering 
similar business model special solutions which can reach diverse 
customer base outside the area of the parent organization (Clausen 
and Rasmussen, 2013). As a result, the spin-off companies will 
turn into collaborations, strategic alliances and new platforms 
with increased returns for the companies (Trimi and Berbegal-
Mirabent, 2012).

The aim of this research is to conduct an investigation through 
conceptualizing the impact of business model design on firm’s 
performance. The firm needs to look at two aspects to shape 
strategy for growth, which are their business structure and culture. 
Their business structure should be aligned with different types of 
business models to fit with the technological changes. The rest of 
the paper is planned as follows. First, some relevant literature is 
reviewed which is related to firm’s growth followed by discussing 
the necessity to have a model focusing on resource constraint. 
Next, the important element of this model such as transactional 

social capital and business model design are briefly explained. 
Lastly, hypotheses are developed and a conceptual framework 
is proposed.

2. THE FIRM GROWTH IN ACADEMIC 
ENTREPRENEURSHIP STUDIES

The revolution on firm’s growth has been discussed in three 
major streams of university spin-off studies. The first stream 
emphasized on the phenomena of firm’s growth in late 1950’s 
until 1980’s. These studies frequently adopted from the influential 
work by Penrose (1959) and was extended to the concept of 
RBV (Barney, 1991) which was then widely used to evaluate 
the firms’ competitiveness. The majority of studies conducted 
between 1960’s and 1980’s emphasized the human factor as 
a key factor in firm’s growth (Penrose, 2009). Experienced 
and skilled managers are required by firms to capitalize on the 
opportunities through the available resources to generate profits. 
It is important that these managers have the technical aptitude to 
innovational technological products to contribute to the growth 
of the firm. Previous literature has identified three contexts for 
selection of relevant strategies. These are internal strengths of the 
organization (Penrose, 2009), opportunities and threats present in 
the external environment and resource position of the organization 
(Wernerfelt, 1984).

A study by Phillips and Kirchhoff (1989) pinpointed another 
important factor for firm’s growth which is its capability to survive 
and grow. Later studies identified that the first 4 years for a newly 
established firm and its growth is dependent on the average 66% 
of survival rate in initial years (Phillips and Kirchhoff, 1989). 
However, very few studies discussed the growth perspective in 
detail thus the understanding of the connection between survival 
and growth and the extent to which survival relates to growth is 
not much investigated. Almus and Nerlinger (1999) focused on 
the continuity of growth studies by exploring the factors of firm’s 
growth. Their study evaluated the team foundation, technical 
orientation and external networks and concluded that these factors 
are important for firm’s growth. The study also discovered that 
business knowledge is less substantial as compared to technical 
knowledge (Almus and Nerlinger, 1999). Another study underlined 
the similar issue by highlighting the importance of technological 
knowledge understanding by owners on the firm growth and 
competitive advantage (Dahlstrand, 1997). These studies majorly 
adopted the theories of RBV, market-based view (Dhewanto and 
Sohal, 2015; Morgan et al., 2009; Olavarrieta and Friedmann, 
2008a; Zhou et al., 2009) and also knowledge based view (Darroch, 
2005; Jiménez-Jiménez and Sanz-Valle, 2011; Pérez-López and 
Alegre, 2011; Sapienza et al., 2004).

In the start of the new millennium, the individual entrepreneurial 
context was extensively explored. In the European region, studies 
conducted on the technology intensive firms, including university 
spin-off companies, highlighted the importance of entrepreneural 
characteristics, capabilities, skills and behavior to administer 
the business operations (Löfsten and Lindelöf, 2002; Davidsson 
and Henderson, 2002). Over time, new findings on the role of 
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the network to overcome the market barriers have distracted the 
scholars (Gübeli and Doloreux, 2005; Soetanto and Geenhuizen, 
2006; Soetanto and van Geenhuizen, 2011).

Despite enormous interest in evaluating the effectiveness of 
technology transfer in firms including the number of spin-off 
creation and licensing agreements (González-Pernía et al., 2013), 
the academic advancement on the progress of university spin-off 
companies is still low. A number of studies have been done to 
examine the factors which result in spin-off creation (Hayter, 
2013) since technology intensive markets are more dependent 
on technical validity as compared to product market legitimacy 
(Clarysse et al., 2011). It can be assumed that the increased creation 
of spin-off companies indicates the effective transfer of technology 
and also displays the improvement in research quality of new star 
researchers. However, University Spin-off is facing challenges 
in two growth stages; sustainable returns and reorientation. The 
challenges in these phases demonstrate the gap in growth studies 
(Vohora et al., 2004). Therefore, it is required that attention is 
given to conducting research studies on the growth direction of 
the University Spin-off Companies to fill the research gaps as 
shown in Table 1.

Previous studies, which measured the University Spin-off growth 
in industrialized countries, were based on the data that resulted 
from successful spin-offs (Rasmussen et al., 2011) and evolution 
process (Bathelt et al., 2010; Colombo et al., 2010). Hence, the 
concluded results from the previous studies are incompletely 
measured and bearing in mind some factors from the developing 
countries may give new insights to the body of knowledge. Despite 
the fact that many researchers used the RBV theory, the assistance 
provided by the theory on the growth of University Spin-off is still 
inadequate. Therefore, the aim of this study is also to pay attention 
to the growth orientation of the University Spin-off Companies 
in order to fill the research gaps since there are few studies which 
only discuss the challenges faced by the companies during the 
growth orientation phase.

3. A MODEL UTILIZING FIRM RESOURCES 
UNDER RESOURCE CONSTRAINT

The RBV is used in this research to form a theoretical foundation 
for exploring the impact of transnational social capital on firm 

growth. RBV has comprehensively being used to assess firms’ 
competitiveness. Moreover, Soetanto and Van Geenhuizen (2010) 
observed that network resources have adverse effects on the early 
growth stages of University Spin-off Companies because newly 
established firms have limited social connections with the external 
environment. Consequently, the firm has limited resources for 
growth. However, this situation can be improved by accessing 
other resources through social capital. According to Coleman 
(1988), the social capital offers different services for occupation 
and job creation as income generation for the firm and is crucial 
for the sustainable growth of the business. Stam et al. (2014) 
recommended the firm to utilize the resources of social capital 
provided by individual professional ties and cross border networks. 
Utilizing the cross border network within professional ties provides 
valuable information required by the firm and results in the 
closeness of social relations to access resources provided by the 
other firms which will improve firm’s competiveness. Therefore, 
a better understanding of transnational social capital is crucial as 
the lack of strategic resources effects the research innovation and 
the firm then becomes less competitive which directly impacts 
in the growth of University Spin-off Companies (Bathelt et al., 
2010). Despite this, very few studies have investigated the 
transnational social capital, and there is even less focus on the 
research of cognitive social categories (Hormiga et al., 2011) and 
the entrepreneurial area (Hayter, 2013) within various categories 
of institutions (Urbano and Guerrero, 2013).

Furthermore, in environments presenting rapid change and high 
uncertainity, the strategy is another essential factor in achieving 
exponential growth (Bock et al., 2012). In such situation, firms use 
strategy to exploit new opportunities for firm’s value proposition. 
Moreover, value addition for customers will take place when 
the firm leverages the potential resources as a competitive 
tool such as business model (Achtenhagen et al., 2013). This 
approach then encourages the entrepreneurs to discover a new 
market, implement their innovation and support new ventures 
and products. By adapting business model, the firm can focus 
either on efficiency cost or novelty based approach as market 
strategy to create value proposition. The business model works 
as a strategy to fit all the resources within firm at a time (Zott and 
Amit, 2007). Furthermore, Zott and Amit (2013) revealed that 
business model and strategy can be complementary and potential 
sources of competitive advantage and growth. The long duration 
of innovation process often makes it difficult for the firm to 
survive due to the increased operational cost before the firm can 
start earning any profits. Ratajczak-Mrozek (2012) revealed in his 
study that if an increase in product demand, which is more that the 
production capability of the firm, is not managed appropriately in 
the early phase of firm’s growth then it has the potential to impact 
the business performance. The absence of strategy implementation 
makes the university spin-off companies appear as unattractive for 
the investors, which results in decreased financial funding (van 
Geenhuizen and Soetanto, 2009; Jang, 2011; Yagüe-Perales and 
March-Chordà, 2012). Therefore, firm’s growth can be achieved by 
adopting different business model that has an impact on increased 
innovation (Clausen and Rasmussen, 2013). The heterogeneity of 
the business model may be seen as an opportunity to exploit new 
market and increases the access to the targeted industry.

Table 1: University spin-off studies and business lifecycle 
phase
Lifecycle phase Studies
Opportunity framing 
(pre initial phase)

Sherry and Teece (2004), Van Geenhuizen 
and Soetanto (2009), Hayter (2013)

Pre-organization 
(initial phase)

Bekkers et al. (2006), Buenstorf (2007), 
Rasmussen et al. (2011), 
Morales-Gualdrón et al. (2013), 
Chandran et al. (2014), Yagüe-Perales and 
March-Chordà (2012) 

Reorientation 
(growth phase)

Buenstorf and Fornahl (2008), Buenstorf 
and Geissler (2011), Bjørnåli and 
Aspelund (2012), Erdos and Varga (2013), 
Sullivan and Marvel (2011)
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4. TRANSNATIONAL SOCIAL CAPITAL

The social capital theory holds that social capital is a resource that 
produces the social nodes or connection within a firm (Bourdieu, 
1989). In general, Rutten et al., (2010) have distinguished social 
capital based on two schools of thoughts: “Structuralists” and 
“interactionist.” In their study, structuralists are regarded as a 
reflection of individual connections. Similarly, other studies have 
described it as the access to other resources provided by individual 
network ties (Liao et al., 2003; Schutjens and Völker, 2010). On 
the other hand, interactionists emphasize on the interactions that 
will produce social capital. The alternative concept was based on 
seminal works by Coleman (1988) that mentions social capital 
as the norms and relationship of the institutions in the shape of 
quality and quantity of social interactions.

Firms attach a relatively high priority to local connections as well 
as transnational connections to the different network relationships 
across the country to access resources and opportunities 
(Prashantham and Dhanaraj, 2010). Transnational social capital 
refers to the interactions of the cross-border network to link other 
parties including people and organizations. The critical role of 
binding social capital relies on the weak ties across different 
connections (Putnam, 1993) as well as its importance to gain 
information in wider scope. Specifically, by expanding the 
network border, the firms are able to gain access to information 
and resources for growth that has been previously acknowledged 
(Jones and Purves, 2008). Given that network relationships are 
dynamic, many firms lack structural dimensions on the basis of 
the quality network which is essential for the development of 
firm’s growth (Katila and Wahlbeck, 2012; Soetanto and van 
Geehuizen, 2009). Initial social capital within local connections 
will be depreciated over time when the interaction is substituted 
by other actors (Prashantham and Dhanaraj, 2010). The network 
relationships can also depreciate by tie obsolescence due to the 
contextual changes. Thus, the interaction formed U-shape relations 
between social capital and firm’s growth which explain that 
moderate social capital will lead to the best effects on the firm’s 
growth (Prashantham and Dhanaraj, 2010).

A key growth factor for firms which desire to expand their 
transnational social capital is the ability to provide valuable inputs 
for the firm. The connections between the firms to achieve the 
common goals is considered as strategic partnering that provides 
valuable information due to the ability to access capabilities and 
resources which otherwise is unavailable within the firm (Koka 
and Prescott, 2002). The inter-firm relationship also represents 
intangible assets that have an influence on firms (Eklinder-Frick 
et al., 2014). Social interactions tend to promote social innovation 
to overcome resource constraints (Bhatt and Altinay, 2013). The 
study thus, conceptualizes social capital in interactions view 
(bonding and bridging ties) to examine the firm’s growth and 
reliance on individuals’ connections of cross border network. 
Eklinder-Frick et al. (2014) had suggested bridging and bonding 
to promote collaboration and creative networks. Moreover, 
interpersonal relationships leads to diminishing returns with firm’s 
growth and the relationship lacks mutual understanding through 
cooperation for exchanging information and resources (McFadyen 

and Cannella, 2004; Payne et al., 2011). Therefore, bonding and 
bridging of social capital must be based on trust, where the trust 
is the essential element to gain mutual understanding (Katila and 
Wahlbeck, 2011).

While some studies have been carried out on structural networks 
view in social capital (Soetanto and Van Geehuizen, 2009; 
Bradley et al., 2012; Schutjens and Völker, 2010), the impact 
of transnational social capital on firm growth is understudied, 
particularly the area concerning the university spin-off 
companies to develop transdisciplinary structure (Festel, 2013). 
This model adds to the understanding of social capital theory by 
examining the optimum level of social capital characteristics in 
connection with growth which results in the non-linear model as 
suggested by Soetanto and Van Geehuizen (2009). In the model, 
it is argued that the bridging and bonding of social capital are 
essential elements for transnational social capital as internal 
firm resources which then execute the process of expansion of 
cross-border network and accessing information and resources 
to facilitate firm’s growth.

5. BUSINESS MODEL DESIGN

The business model is essential to transform entrepreneurs’ ideas 
into feasible profits (Palo and Tähtinen, 2013). The business 
model has a distinct definition (Boons and Lüdeke-Freund, 2013) 
depending on the context and component (Brettel et al., 2012). 
The majority of studies refer business model as a mechanism to 
generate profits through value creation while Saebi and Foss (2015) 
outlined the differences between organizational structure, revenue 
source and theoretical components. Boons and Lüdeke-Freund 
(2013) summarized the business model concept by adopting the 
whole organizational perspective including value propositions, 
supply chain, and customer interface. Therefore, in line with the 
recent literature, the current study defines a business model as 
organizational strategy tool to generate revenue in the creation 
of competitive value. These strategies capture the alignment 
with different levels of business model context, structure and 
governance (Saebi and Foss, 2015).

In previous literature, the business model is described as an 
organization’s rationality for value creation (Ghaziani and 
Ventresca, 2005). The terminology of the value chain has been 
defined by Tongur and Engwall (2014) as organizational focus 
on market segmentation and customer preference. According to 
this description, the company makes money and checks its place 
in the value chain and describes its governance, designs and 
structures itself to yield value for customers via capitalizing on the 
business opportunities. It answers several diverse questions about 
generating income, creating and delivering value to the customer 
within reasonable cost. For example, Boons and Ludeke-Freund 
(2013) identified components of the business model, categorized 
into four building blocks: Financial model, customer interface, 
supply chain and value proposition. Organization use business 
model as a strategic management tool to increase the value chain, 
hence improving overall organizational efficiency (Chesbrough, 
2010).
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The concept of the business model in previous literature also 
relates to business strategy (Tongur and Engwall, 2014). Several 
scholars distinguish the dissimilarity between the business model 
and strategy. For an example, DaSilva and Trkman (2014) argued 
that strategy is required during the deployment of resources to 
achieve firm’s goal. The strategy crafts the dynamic capabilities 
to respond to any possible contingencies. Since business model 
portrays as the short-term perspective that represents the current 
organizational goal, thus, the business models crafted by 
entrepreneurs are prospective, and they envision a future venture 
and value creation through shaping the strategy. The similar thought 
was also supported by Zott and Amit (2013) that revealed business 
model and strategy as complementary and potential sourced for 
competitive advantage (Zott and Amit, 2011). Similarly, previous 
findings show business model design has positive relationship 
with firm’s performance (Brettel et al., 2012; Zott and Amit, 
2008). Moreover, Saebi and Foss (2015) examined how the open 
innovation strategy aligned with the business model to increase 
innovation performance. The study revealed important results 
that showed different strategies required different business model 
designs which include efficiency-centric, user-centric, collaborative 
and open platforms. In the current study, the business model is used 
to link the firm’s strategy to enhance firm’s outcome.

6. HYPOTHESES DEVELOPMENT AND 
CONCEPTUAL FRAMEWORK

An influential theory of firm’s growth defined “growth” as an 
increase in size or amount or enhancement in quality (Penrose, 
2009), and quality is one of the important development phenomena 
for sustaining competitive advantage (Molina-Azorín et al., 
2015). RBV framework allows in the identification of how 
firm’s resources have the potential to shape the firm’s strategy by 
creating value for customers. When a firm exploits the first mover 
advantage for an opportunity through its internal strengths and 
strategies, it makes it difficult for the competitors to imitate the 
resources or strategies of the firm for some time. This makes it 
possible for the firm to attain sustainable competitive advantage. 
In simpler terms, a firm can achieve sustainable competitive 
advantage if it has the capability to identify its internal strengths 
and then use them as strategies to capitalize on the opportunities 
present in the external environment. On the frontline of firm’s 
growth is the utilization of existing internal resources that meet 
the needs of a fluctuating marketplace.

6.1. Firm’s Growth and Transnational Social Capital
The important role of social capital in the firm’s development 
is shown by Peredo and Chrisman (2006), who discovered 
that structural networks by an individual are used to identify 
opportunity. In a similar view, Bhatt and Altinay (2013) pointed out 
that the opportunity is enhanced through leveraging social capital 
to substitute or complement other resources. This situation happens 
when an individual who possesses informal networks can access 
resources from other organizations through inter-firm connections 
to overcome resource constraint in developing countries. The 
information acquired from the social connections helps in product 
innovation in the form of novelty or differentiation to enhance 
firm’s performance (Bradley et al., 2012; Tsai and Ghoshal, 

1998). Thus, social capital is also seen as a source of innovation 
(Bradley et al., 2012; Yu, 2013). In line with the theory of social 
capital, which highlights the individual with more network ties 
is bale to realize the goals through inter-firm connections. Thus, 
acquiring more network ties results in higher chances of achieving 
the goals attracting investors for capital investment (Forte et al., 
2015). Firms are reaping the benefits of having different network 
ties that will bring different knowledge. For example, Yu (2013) in 
his study revealed that the network technology diversity enhances 
the technological knowledge which increases the firm’s innovation 
performance. However, by having U-shape relationship the level 
of network technology diversity should be moderate to produce 
the best condition of firm’s performance. Previous studies also 
discovered that individual that has more network ties possess a 
higher level of education (Schutjens and Völker, 2010; Dearmon 
and Grier, 2011). Therefore, the study hypothesize that,

H1: Transnational social capital is significant to firm growth.

6.2. Firm’s Growth and Business Model Design
Innovation, as the paramount contributor to knowledge creation, 
is observed as a valuable resource to the University and Spin-off 
Company outcomes. Innovation is especially crucial in the event 
of introduction of new product or service in the market. Here it is 
also required that the firm is able to ensure the efficient integration 
of business processes through the creation of a flexible supply 
chain. In order for the technology based company to grow, it is 
essential that a working relationship is maintained between the 
business and all the actors in the supply chain (Ratajczak-Mrozek, 
2012). This needs to be adopted as a strategy by the company. 
However, as the product lifecycle period is short in technology 
intensive companies, the business model has to be continuously 
altered and revitalized to be able to capitalize on the technological 
fluctuations. This conclusion necessitates substantial investments 
that illustrate a critical gap in industry-academia relationships 
and research innovation. Therefore, the study hypothesizes that,

H2: Business model design is significant to firm growth.

7. CONCLUSION

The objective of this study was to conceptualize the relationship 
and impact of internal firm’s resources namely transnational 
social capital and business model design on firm’s growth. The 
understanding of the nature of barriers to firm’s growth provides 
more complete insights into how the two internal resources relate 
to growth which then helps in overcoming the resource constraints 
and lower the cost of accessing other resources needed for profit.

Based on the above discussion, it has been observed that 
transnational social capital which lies under human capital 
context to facilitate firm’s growth under resource constraint. 
More importantly, this model also places much importance on 
the knowledge related resources for becoming the firm’s strategy 
in the shape of business model design. This paper provides an 
academic basis for future research, in line with firm’s growth 
direction, to build model on the basis of business strategy through 
increased knowledge acquisition or specialization which results in 
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enhancement of productive capabilities and technological changes 
in innovation (Figure 1).
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