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Abstract

The worldwide competitive struggles in high-tech environment such as knowledge-based companies have
featured the necessity to infer how competitive advantage is gained. Dynamic capabilities as the origin of
competitive advantage emphasize the changing character of the environment and nature of future competition,
acceleration in innovation growth, and the main role of strategic management in adaption, integration, and
reconfiguration of organizational skills, resources, and working competences toward shifting environment. The
recent inquiry is based on an interpretive paradigm and an inductive approach. The qualitative part of the
research is conducted with exploratory purpose through grounded theory strategy. In quantitative part of study, it
is continued with explanatory and descriptive purposes through survey and correlational research strategies. The
probe concepts and variables are analyzed in 30 top knowledge-based companies located at growth centers of 6
high-ranking universities of Iran working on electronics and informatics field. The results of the research
indicate that achieving knowledge-centricity main phenomenon through dynamic capabilities requires presence
of value creation on the basis of resource orientation together with competences. The knowledge-based
companies can reach the summit and sustainable success in the knowledge-centricity main phenomenon when
they consider two kinds of specialized paths related to the differentiation strategies and knowledge-based
strategies. Along with these two paths, contextual factors of environmental cognition, knowledge management
and knowledge approaches, and the intervening conditions of branding and brand management, and strategic
agility are identified that have a positive and significant effect on both strategies. The final designed model
explicates how to gain competitive advantage for the studied companies through dynamic capabilities with
regard to the differentiation and the knowledge-based approaches.

Keywords: competitive advantage, competency, dynamic capabilities, strategic management, differentiation,
knowledge-based strategies

1. Introduction

The companies’ chief question in the field of strategic management is how to obtain and sustain competitive
advantage. Confronting this challenge can be pursued by the dynamic capabilities approach, which opens the
way for firms to analyze the sources of value creation. This approach is related to rivalry based on innovation,
competition in pricing policies, optimization of performance, augmentation of returns, and creative alteration of
preceding competences. With this approach, corporate-level success or failure can be justified. Reviewing
accepted theories in strategic management exposes competitive conditions that can reflect competitive strategy.
Despite the fact that many theories have been promoted during past three decades in the context of competitive
advantage sources, only a few constructed theoretical frameworks have been configured. Capabilities are the
skills of a firm to coordinate and employ resources efficiently. A capability can enable a company to produce
unique and creative products and services. The organizational capability is regarded as the ability to change and
accept financial, technological and strategic evolution. The firm’s competences are made by capabilities which
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come together. The core competences are those competences by which the company can do things that the others
are not able to do. Having these competences makes it easier to attain the competitive advantage. In this study,
the researchers make an effort to achieve a novel perspective of gaining competitive advantage for a
knowledge-based product or service through dynamic capabilities. The concept of dynamic capabilities
supplements the fundamental proposition of the resource-based viewpoint of the company as a great and
effective vigor. Dynamic capability is the ability beyond operational competence that not only enables
companies to originate and invent, but also leads to profitable innovations. The universal competitive combats in
high tech and knowledge-based companies have clearly revealed the necessity for an augmented paradigm to
know how competitive advantage is obtained. In international markets, successful firms are able to demonstrate
convenient responsiveness and product innovation, coupled with knowledge-based strategies to make customers
not only buy a brand but also make them pull towards a differentiated product or service. Under this term, one
knowledge-based company is able to coordinate and rearrange internal and external competences towards
competitive advantage through dynamic capabilities.

2. Research Literature, Frameworks and Scope
2.1 Literature and Theoretical Framework
2.1.1 Competitive Advantage

A competitive advantage is an advantage attained over against competitors through offering higher values or
lower prices for customers, providing additional benefits for a product or a service that can have a role of the
justifier for possibly higher prices. Identifying and cultivating a competitive advantage can be considered as an
increased profit or a sustainable and successful venture over the long term (Porter, 1990). Competitive advantage
involves a set of factors or capabilities that enables the company to perform better than competitors (Barney,
1991). The rapid response that comes from the entrepreneurial orientation of the organization is regarded as a
source of competitive advantage (Lumpkin & Dess, 1996). Byrd and Turner (2001) used four dimensions of
innovation, market position, imitation difficulty and mass customization to measure competitive advantage. An
enterprise experiences competitive advantage in an industry or a market when its activities generate economic
value and not many firms are engaged in similar activities. The most common definition of competitive
advantage in the competition strategy area and the value creation context is whatever that will increase revenue
beyond cost (Rumelt, 2003). An agile organization can have a successful performance in satisfying rapidly
changing market needs and gain competitive advantage through the capabilities of responsiveness, competence,
flexibility and speed in a competitive environment (Li, Ragu-Nathan, Ragu-Nathan, & Rao, 2006). Four factors
help a company to gain and retain competitive advantage, which contain efficiency, quality, innovation and
customer responsiveness. Each of these factors is a distinctive competence for the company. In fact, they are
general distinctive competences so far as they allow the company to differentiate its products presentation, offer
more values to the customers, and lower its cost structure (Hill & Jones, 2007). The reputation has an important
role in value creation and competitive advantage (Sheehan & Stabell, 2010). A company achieves competitive
advantage when it creates more value for the customers than competitors, so that the customers find that
company’s products and services better than the competitors. Creating value can be achieved through the supply
of products and services with lower price or higher quality or more benefits. Competitive advantage is measured
in terms of cost, quality, competence and speed (Ambe, 2010). Strategic leadership capabilities affect
competitive advantage (Mahdi & Almsafir, 2014). Competitive advantage is identified as the rate of return
higher than average (Wang & Ahmed, 2007; Eriksson, 2014). In terms of performance, competitive advantage
can operate alone or in a combination of multiple advantages interacting with each other as an integrated entity.
In first case, it is considered as the sustainable competitive advantage; and in connection with time, it has a
long-lasting function time and easily accessible by competitors (Kumar et al., 2015). The concept of competitive
advantage is directly related to the customer’s desired values (Evans, 2016). Competition in a global level
generates new conditions of communications, and also a new level of quality in technological advance and new
ways of gaining competitive advantage. One significant solution that leads to increase the enterprise efficiency is
collaboration on business, globalization and knowledge. Inter-organizational relations are the source of
competitive advantage for contemporary companies (Rzepka, 2017). Resources and capabilities along with
strategies clarify competitive advantage, but their relevance and importance vary for each type of enterprise
(Lorenzo, Rubio, & Garcés, 2018). Innovation is the strategic tool in the competition for improvement, creation,
and strengthening of business to create competitive advantage (Distanont & Khongmalai, 2018). IT strategy and
IT structure have a direct effect on competitive advantage (Saeidi et al., 2019).

53



jms.ccsenet.org Journal of Management and Sustainability Vol. 10, No. 2; 2020

2.1.2 Dynamic Capabilities

In past years, a considerable number of researchers believe dynamic capabilities to be at the core of the corporate
strategy to create value and gain competitive advantage (Eisenhardt & Martin, 2000; Teece, 2007; Winter, 2003).
Dynamic capabilities refer to the ability of a company or an organization to create manufacturing and service
processes of new products in order to respond quickly to environmental changes (Helfat et al., 2009).
Barrales-Molina et al. (2010) identify these capabilities as the ability of a company to integrate, build, and
reconfigure internal and external skills in order to respond quickly to dynamic environments. Dynamic
capabilities have been proposed as a means of removing turbulent environments with the help of managers to
expand, refine, and reproduce existing operational capabilities to new ones compatible with the environment
(Pavlou & El Sawy, 2011). Jantunen et al. (2012) suggest that dynamic capabilities are the higher-order
capabilities to modify operational and learning capabilities in new domains, and are therefore crucial for
innovation activities. Many researchers consider dynamic capabilities as a process related to the ability of
organizations in reconfiguring the resource bases. They confirm that dynamic capabilities get the organization to
be involved with its resources in order to reform the operational capabilities and find new capabilities which lead
to competitive advantage (Masteika & Cepinskis, 2015). Dynamic capabilities are those organizational
capabilities that allow companies to profit from producing differentiated products and services and manage the
production of those which address new and existing market demands. Strong dynamic capabilities enable
enterprises to produce not only the best type of product or service but also something that is unique and valuable
(Pundziene & Teece, 2016). For developing dynamic capabilities, it is suggested that firms improve the
connections among their employees and empower their innovative potential. High-quality relationships and
dialogue allow participants to advance and accept proposals for change even in the presence of conflicting
viewpoints, and enhance the capacity to be flexible with market alterations (Salvato & Vassolo, 2018).
According to dynamic capabilities theory, entrepreneurs are more capable of sensing, seizing and reconfiguring
resources and opportunities in vibrant entrepreneurial ecosystems (Roundy & Fayard, 2018). Dynamic
capabilities are more in the sense that organizations not only adapt to the business environment, but are mostly
used to form it in many cases. These capabilities are part of a system that includes resources and strategy. The
dynamic capabilities framework has been made to help organize and prioritize the infinite stream of competing
and conflicting information that cascades toward managers as they try to gain competitive advantage. These
capabilities specify what the company can do and how impressively it is able to make changes (David J Teece,
2018b).

2.1.3 Differentiation Approach

The effects of the differentiation approach on products manufacture are embodied in specific features of
companies’ products which can be mentioned in terms of design, size and color. Such features will be more
prominent as incentives for customers to persuade and attract them to buy products (Stewart, 1996).
Differentiation is one of the main factors influencing one’s desire to be identified by the unique brands and
organizations (Bhattacharya & Sen, 2003). When one individual tends to be identified by the brand,
differentiation in the brand will be the chief factor in its selection (Berger & Heath, 2007). In technology service
organizations (TSOs), the differentiation strategy and operational independence have been examined in the
process of innovation and the results reveal that they have a positive impact on the innovation process (Das &
Joshi, 2007). According to the theory of being unique, the need for differentiation and being unique is one of the
key elements of an individual’s motivation to create a good sense of self (Berger et al., 2005). Emotions play an
important role in the consumer’s choice structure, which complicates the task of creating a differentiated
marketing strategy. It means that suppliers need to give more consideration to consumers’ self-awareness
(Barrena & Sanchez, 2009). Differentiation has a significant impact on the prices and profits of one company to
the extent that having more competitive advantage is useful to retain and intensify the differentiation advantage
against competitors ((Rong et al., 2013). Differentiation approach has a positive impact on contemporaneous
performance of an organization that allows a firm to maintain its current performance in the future. The
differentiation strategy is also associated with greater systematic risk (Banker et al., 2014). The differentiation
strategy affects profitability and organizational growth. Choosing a differentiated and direct-to-consumer
distribution channel can positively help the company to increase gross profit margin and growth rate of the
organization (Newton, Gilinsky Jr, & Jordan, 2015).

2.1.4 Knowledge-Based Companies and Strategies

Three categories of characteristics are effective on the growth of knowledge-based companies. These attributes
are firm-specific characteristics, founder-specific ones and external factors (Almus & Nerlinger, 1999).
Knowledge is regarded as an advantage for knowledge-based companies in such a way that the companies are
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constantly updating their knowledge in order to be at least equal to their competitors (Wiklund & Shepherd,
2003). By acknowledging the significance of science and technology in economic development, its logical
consequence, namely the great importance of production capacity creation and innovation by knowledge-based
companies becomes more apparent (Etzkowitz, 2006). Knowledge-based companies are deduced from the view
on the basis of valuing the new opportunities connected to the knowledge-based economy and valuing the
opportunities of the classical economy in a new way with emphasis on the importance of knowledge (Nicolescu,
2006). Three groups of individual, corporate and environmental factors influence the growth of new
knowledge-based companies. Individual factors include gender, age, level of education, managerial and work
experience, operational skills, training, successful and unsuccessful experiences; corporate factors contain
company age, legal status; size, ownership and managerial characteristics, and finally environmental factors
include confusion, heterogeneity, environmental dynamism, customer structure, location, competition and
monopoly of the company (Rannikko, 2012). To become a knowledge-based company, a corporation employs
university alumni in the first step. In the next step, it shifts its focus to use professionals who work on solving
unusual problems. These problems require a combination of convergent, divergent and creative thinking
(Massingham, 2008; Jennex & Durcikova, 2013). In the modern world economy, which is called the knowledge
economy, the importance of intangible resources is far greater than tangible resources, because their business
requires more time. Therefore, knowledge-based companies need to develop intangible resources for their
growth that the most important of which are brand resources (Rosenbaum-Elliott, Percy, & Pervan, 2015). The
new approaches to strategy and organization are the reflections of significant alterations in economics, business
and knowledge management. These changes have led to the emergence of a new type of strategy, the so-called
knowledge-based strategy, based on two components not commonly found in classical strategies. These two
components are knowledge and learning. Knowledge is the most important strategic resource of the company
and learning is the most influential skill of the organization (Zack, 1999). A set of main elements should be
considered in the analysis, designing and using of the strategies based on knowledge. Theses elements include
understanding the subject of a knowledge-based organization system and its need for change; focusing on the
activities that make the virtual value chain of knowledge-based organization; identifying supporting and
opposing forces to change; creating the vision for strategic change; presenting the organizational change
message; the creation of the strategic coalition for change; creating a strategic coalition for change; building
teams to reach final change; giving information, training and offering consultancy for the participants to change;
allocating a remarkable part of time and budget for change by related managers of the knowledge-based
company; reflecting this reality by the leaders of change processes, there is no turning back to the previous
situation; intensive and close communications between participants for change; the strong involvement and
participation of individuals from sectors that are subject to operational change processes; encouraging and
supporting the staff creativity; the prudent but effective monitoring of the strategic change processes
performance; the specified assessments of progress and results of strategic change; corrections and improvement
operations during change; and building sustainable change through knowledge-based strategies (Whitehill,
1997).

Achieving the strategy based on knowledge of the organization is founded primarily on the same approach of
logic and methodology as a classic business strategy. Knowledge has the indispensable and decisive role in the
strategic knowledge based process to the extent that if a strategy is not developed, the knowledge management
needs to conduct an audit of knowledge. It should be noted that it is not possible to achieve the operational
strategy of knowledge without redesigning the knowledge management system. The changes which are of
realities happen in the content of each phase because of the transition in the foreground of knowledge in many
cases such as raw materials, capital input, product and competitive advantage (Muthusamy & Palanisamy, 2004).

3. Research Methodology
3.1 Research Process

According to the main topic and purposes of the research, the induction approach has been employed to conduct
the probe. All important data have been initially collected through qualitative research tools, and then after
analyzing the data, a model has been designed and a theory has been developed. Afterwards, the research
hypotheses have been made based on the relationships among the variables of the research model. In this study,
the main framework of the research has been created through concepts derived from knowledge-based
companies through both a series of in-depth interview data, and an accurate study on literature about competitive
advantage, dynamic capabilities, competencies, knowledge, knowledge management, knowledge-based
strategies, and differentiation and so on. Meticulous studying preceding researches on inquiry topic causes a
better perception to be provided about the research concepts. This process feeds and advances the research as a
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better inductive research.
3.2 Population Profile Data and Sampling Method

The sampling method of this research is nonprobability and non-random with a purpose in mind involves a
sample of persons with the demonstrable experience and expertise in the research issue, consisting of knowledge,
knowledge-centricity, knowledge-based products (services) and knowledge-based companies and related issue
(expert sampling). It has been carried out in 30 active knowledge-based companies in the field of electronics and
informatics which have settled in the science and technology park of 6 top universities of Iran. At first, 78
knowledge-based companies are identified as target sample of the research and are preliminary evaluated. After
initial evaluation and contact with these companies, fifty-four of them show willing to cooperate. Finally, five
companies are selected from each university and totally 30 senior managers are deeply interviewed twice within
eight months. During this period of time, more than forty hours of the interviewee’s voice are recorded and four
hundred pages of documentation are collected. The studied companies’ field of activities, the university
associated with each of them and the number of open codes extracted from the deep interview of each
interviewee has been presented in the Table 1.

Table 1. The number of open codes extracted from the in-depth interview with each respondent

KB Co. Interviewee Field of The Num. of Open KB Co. Interviewee Field of The Num. of Open
Num. Num. and Name  Scientific ~ Codes Extracted Num. Num. and Name  Scientific ~ Codes Extracted
of Uni. Activities  from Interview of Uni. Activities  from Interview

KB Co. 1 Int. 1 (UT 1) Elec. 80 Codes KB Co.16 Int. 16 (IUST1)  Elec. 70 Codes

KB Co. 2 Int. 2 (UT 2) Elec. 72 Codes KB Co.17 Int. 17 (IUST2)  Elec. 66 Codes

KB Co. 3 Int. 3 (UT 3) Elec. 77 Codes KB Co. 18 Int. 18 IUST3)  Elec. 68 Codes

KB Co. 4 Int. 4 (UT 4) Info. 74 Codes KB Co.19 Int.19(IUST4)  Elec. 70 Codes

KB Co. 5 Int. 5 (UT 5) Info. 76 Codes KB Co0.20 Int.20 (IUSTS)  Elec. 76 Codes

KB Co. 6 Int. 6 (SUT 1) Elec. 72 Codes KB Co.21 Int.21 (SBU 1) Info. 75 Codes

KB Co. 7 Int. 7 (SUT 2) Info. 78 Codes KB Co.22 Int.22 (SBU 2) Info. 72 Codes

KB Co. 8 Int. 8 (SUT 3) Elec. 75 Codes KB Co.23 Int. 23 (SBU 3) Info. 79 Codes

KB Co.9 Int. 9 (SUT 4) Info. 76 Codes KB Co.24 Int.24 (SBU 4) Elec. 76 Codes

KB Co. 10  Int.10 (SUT 5) Elec. 70 Codes KB Co.25 Int.25(SBUS) Elec. 75 Codes

KB Co, 11  Int. 11 (AUT 1) Info. 71 Codes KB Co.26 Int.26(TMU1) Elec. 76 Codes

KB Co. 12  Int. 12 (AUT 2) Elec. 74 Codes KB Co.27 Int.27 (TMU 2)  Elec. 82 Codes

KB Co. 13 Int. 13 (AUT 3) Elec. 72 Codes KB Co.28 Int.28 (TMU 3)  Elec. 85 Codes

KB Co. 14 Int. 14 (AUT4) Info. 68 Codes KB Co0.29 Int.29(TMU4) Elec. 81 Codes

KB Co. 15 Int.15(AUTS) Info. 73 Codes KB Co.30 Int.30(TMUS)  Elec. 74 Codes

Note. KB Co.: Knowledge-based Company; UT: University of Tehran; SUT: Sharif University of Technology; AUT: Amirkabir University
of Technology; IUST: Iran University of Science and Technology; SBU: Shahid Beheshti University; TMU: Tarbiat Modares University;
Elec.: Electronics and Related Fields; Info.: Informatics and Related Fields.

3.3 Research Methods

This inquiry is based on an interpretive paradigm and a postpositive philosophy. The research has been
established upon an applied and a developmental orientation. It has started with an inductive approach. The
qualitative methods have been used in the first part of the probe to build a model and the quantitative methods
have been employed to denote the statistics, test the model and present its goodness of fit. This study is primarily
initiated with exploratory purpose through grounded theory strategy; then, it is continued with explanatory and
descriptive purposes with survey and correlational research strategies.

In qualitative part, applying the grounded theory, the researchers are able to seek and extract the concepts from
the obtained data through deep interviews with senior managers of studied knowledge-based companies and
conceptualize the latent patterns and structures. In the first stage of GT, after several rounds of punctilious
review of obtained data, 308 open codes are extracted. In the next step, these open codes 83 axial codes come
from sorting and categorization of the research open codes. Through a detailed study on the research literature,
eight new codes are added to the previous axial codes, and the total axial codes of the research increases to 91
codes. In the third step of coding, with high precision and review of codes, the axial codes are grouped into 12
selective codes as the main variables of the research.

In the paper, the axial codes and selective codes are respectively shown in ‘B’ and ‘C’. These codes and their
categorization have been represented in the following table.
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Table 2. Axial codes (indicators) and selective codes (variables) of the research

B Source Factors (Axial Codes) C Construct (Selective
Code Code  Codes)
Bl I1 L1 Correct Understanding of Quality, Quality Promotion and Supplying of Cl Competitive Advantage
Higher Quality Products (CA)
B2 1212 Cost Leadership
B3 I3L3 Product Innovation, Innovative Capabilities and the Ability to Create
Knowledge
B4 14 L4 Organizational Capabilities
B5 I5L5 Creating Competitive Values with Direct Impact
B6 16 L6 Situational Advantage
B7 17 L7 Organizational Intelligence
B8 I8 L8 Competitive Intelligence
B9 19 L9 Providing the Requirements of a Changing Environment by Identifying and C2 Environmental Cognition
Adapting to Environmental Change (EC)
B10 110L10 Environmental Status Analysis
B11 111 L11 Monetary and Financial Resources C3 Value Creation based on
B12 112L12 Physical Capital Resources Resource Orientation
B13 113 L13 Human Capital Resources (RO)
Bl4 114 L14 Organizational Capital Resources
B15 I115L15 Information Resources and Assets, Strong Databases and optimal Data
Utilization
B16 I16 L16 Intangible Assets
B17 117L17 Differentiation in Effective Procedures on Customer Experience C4 Differentiation Strategies
B18 L18 Differentiation in Offering of Hybrid and Discrete Products (Services) (DS)
B19 119L19 Differentiation in Product (Service) Integration
B20 120 L20 Differentiation in Value Chain related to Product Support, Access to
Components and Information Systems
B21 121 L21 Differentiate in Pricing and Offering of Products (Services) at Reasonable
Prices
B22 122122 Differentiation based on Mental Image
B23 123 123 Differentiate in Offering of Complementary Services
B24 124 1.24 Differentiation based on Distribution Channel, Ease of Access and Physical
Location
B25 125125 Differentiation in Product Performance, Benefits and Costs of Enjoyment
B26 126 L26 Differentiation in Accountability to Customer
B27 127 L27 Differentiation in Creating key Features in the Product (Service)
B28 128 L28 Differentiation in Special, Unique and Innovative Product Features
B29 129129 Differentiation in New Product (Services) Offerings, and New Innovative
Product Development
B30 130 L30 Differentiation in the Production Process and Line, and Relationship with
Different Parts of the Line Development
B31 131 L31 Differentiation in Inimitability, or hardness and Imperfection of Imitation for
Competitors
B32 132 L32 Clarifying and Developing a Brand Strategy CS Branding and Brand
B33 133 L33 Brand Identity Management (BR)
B34 134 Brand Sustainability and Dynamics
B35 135 L35 Brand Equity
B36 136 L36 Touch Points Creation
B37 137 Brand Commitment and Persistence
B38 138 L38 Integrated Marketing Communications (IMC)
B39 139 L39 Strategic Sensitivity, Consciousness in Understanding the Business C6 Strategic Agility (SA)
Environment, and Business Awareness
B40 140 L40 A Vivid and Clear Vision with an Overall View and a Long-term (Strategic)
Mainstream
B41 141 L41 Selection of the Strategic Knowledge Goals
B42 142 142 Identification of required Key Capabilities to Achieve the Technological
Knowledge Goals
B43 L43 Collective Commitment (Leadership Unity and Collective Commitment)
B44 144 L44 Fluidity of Resources
B45 145 L45 The Preparation for Commercialization
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B46
B47
B48

B49
B50
B51
B52

BS3
B54

B55
B56
B57
BS8
B59

B60
B61
B62
B63

B64
B65
B66
B67
B68
B69
B70

B71
B72
B73

B74
B75
B76

B77
B78

B79
B80
B81
BS§2
BS3
B84
B85

B86
B87
BS88

B89
B90
B91

146 L46
147 L47
148 L48

149 L49
150 L50
151

152 L52

L53
154 L54

155 L55
L56
157
I58 L58
159 L59

160 L60
I61 L6l
162 L62
163

164 Lo4
165 L65
166 L66
167 L67
168 L68
169 L69
L70

171 L71
172L72
L73

174 L74
175 L75
176 L76

177 L77
178 L78

179 L79
180 L8O
L81

182 L82
183 L83
184 L84
185 L85

186 L86
187 L87
188 L88

189 L89
L90
191 191

Being Proactive

The Alignment of People, Processes and Technology

Flexibility and Adaptability along with Better Understanding and
Improvement of Competitive Capabilities

The Change in the Strategic Performance of the Company

The Change in the Value Creation and Delivery Approach

The Change in the Approach of Making Money from Created Value

Rapid Response to Opportunities and Threats and exploitation of them upon C7
Identification and Recognition of their Importance (Sensing Capacity)

The Perceptions (Seizing Capacity)

Reconstruction, Modification, Revitalization, Reconstruction and Recreation
Capabilities of the Organization, Business Models and Strategies
(Reconfiguration Capacity)

The Renewable Capabilities

The Absorbing Capabilities

Configuring the processes by positions and paths

Intra-organizational Position (Internal Strategic Status of the Organization)
External Position of the Organization (External Strategic Status of the
Organization)

Intrinsic Activators (Intrinsic Activating Factors) of Dynamic Capabilities
Extrinsic Activators (Extrinsic Activating Factors) of Dynamic Capabilities
The Improvement of Organizational Efficiency

Leveraging of Intra-organizational Strengths, Exploiting and Ultimate Use of
Competitors Mistakes, Overtaking and Overcoming them.

Occupational Competencies C8
Individual and Interpersonal Competencies (Individual Level)

Technical and Technological Competencies

Executive Competencies

Organizational Competencies (Organizational Level)

Market Access (Marketing) Competencies

Integrative Competencies (The Combination of Technological and Marketing
Competencies)

Intellectual and Mental Competencies

Behavioral and personality-related Competencies (Personality Traits)
Essential Competences based on Internal Conformity, Stability and

Comprehensiveness

The Approaches based on the Nature of Knowledge Work C9
The Approaches based on the Knowledge Attitude

Strategic Orientation, Sageness-centricity, and Innovative Culture C10
Development

Tendency to the Knowledge Development, Transfer and Support

Sharing and Utilization of the Knowledge, and Participation in Providing

Services

The Knowledge Communications

The Knowledge Work Training and Coaching

The Knowledge Policy and Strategy

Capturing and Acquisition of the Knowledge

The Close and Prepared Background for the Knowledge Activities Cl1
Dynamics in Goals

The Growth-centricity and Continuous Technological Innovation with

Enjoyment of the Knowledge Resources and Capabilities, and Attention to

the Competitors Information

The Scope of Knowledge Thinking

The Nature of the Knowledge Vision

Knowledge-centricity Emphasizing on R&D and Economic Activities along Cl12
with R&D Activities

Knowledge-centricity based on Geographical Centralization

Spin-off Knowledge-centricity

Knowledge-centricity with High-tech and New Technology

Dynamic Capabilities
(DC)

Competencies (CO)

Knowledge Approaches
(KA)

Knowledge Management
(KM)

Knowledge-based
Strategies (KS)

Knowledge-centricity
(KC)

Note. 1 Interview; L: Literature; I L: Both Interview and Literature.
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In above table, 78 axial codes are observed in both in-depth interviews with experts and research literature. 8
axial codes have been extracted solely from the theoretical contents and the literature; and 5 axial ones have been
derived from the interviews.

Table 3. Axial codes (indicators) extracted from the research literature and theoretical contents

Factors  Authors and Researchers

L18 Venkatesh, Berry, & Dotzel, 2009; Paun, 1993

143 Kosonen & Dotz, 2007; Badawy, 2008

L33 Bogodistov et al., 2017; David J Teece, 2018a; David J Teece, 2018b; Ambrosini & Bowman, 2009

L56 Easterby-Smith et al., 2008; Volberda, Foss, & Lyles, 2010; Cabral, 2010; David J Teece, 2018b

L70 Tuten, 2010; Ya-Hui & Chia-Hsiu, 2015; Kak & Sushil, 2002; Fowler et al., 2000; Fowler et al., 2000

L73 Camison, 2004; Lawler I1I, 1994

L81 Davenport & Prusak, 1998; Nonaka & Takeuchi, 1995; Nonaka, Von Krogh, & Voelpel, 2006; Davenport, De Long, & Beers,
1998; Souza, 2012; Grant & Baden-Fuller, 2004

L90 Cooper, 1971; Klepper & Sleeper, 2005; Garvin, 1983

3.4 Research Model

After studying the subject background in foreign and local literature, four generalized and open questions have
been regarded as the main questions of the research. The initial conceptual model of the research has been
designed considering twelve macro categories and the contextual model. These twelve macro categories have
been supposed as main constructs (latent variables) of the study. Value Creation based on Resource Orientation
(RO), Dynamic Capabilities (DC) and Competences (CO) form causal conditions. The core phenomenon of the
research is Knowledge-centricity (KC). Three variables of Environmental Cognition (EC), Knowledge
Approaches (KA) and Knowledge Management (KM) constitute contextual conditions. Intervening conditions
include Branding and Brand Management (BR), and Strategic Agility (SA). Differentiation Strategies (DS) and
Knowledge-based Strategies (KS) are regarded as the main strategies of the research model; and consequently, it
is expected that the knowledge-based companies gain competitive advantage through this model.
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Figure 1. The extracted contextual model of the research
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3.5 Research Hypotheses

In this paper, we start the probe with this question that how a knowledge-based company is able to attain
competitive advantage. Which tools, elements, factors, strategies and features are required that actively and
competitively involve a knowledge-based company in markets to achieve the summit? To answer this
multidimensional technical question, the qualitative part of the research is conducted and the initial model is
designed based on the qualitative research findings. For testing the model which includes seventeen causal
relations, the research hypotheses are formed. These hypotheses are as the following.

Table 4. Research hypotheses in path analysis

Num. Research Hypotheses

H1 RO (C3) has a positive and meaningful impact on KC (C12).
H2 DC (C7) has a positive and meaningful impact on KC (C12).
H3 CO (C8) has a positive and meaningful impact on KC (C12).
H4 KC (C12) has a positive and meaningful impact on DS (C4).
HS5 KC (C12) has a positive and meaningful impact on KS (C11).
H6 EC (C2) has a positive and meaningful impact on DS (C4).
H7 EC (C2) has a positive and meaningful impact on KS (C11).
H8 KA (C9) has a positive and meaningful impact on DS (C4).
H9 KA (C9) has a positive and meaningful impact on KS (C11).
H10 KM (C10) has a positive and meaningful impact on DS (C4).
Hl11 KM (C10) has a positive and meaningful impact on KS (C11).
HI12 BR (C5) has a positive and meaningful impact on DS (C4).
H13 BR (C5) has a positive and meaningful impact on KS (C11).
H14 SA (C6) has a positive and meaningful impact on DS (C4).
H15 SA (C6) has a positive and meaningful impact on KS (C11).
H16 DS (C4) has a positive and meaningful impact on CA (C1).
H17 KS (C11) has a positive and meaningful impact on CA (C1).

The initial extracted model of the research from the combination of GT method obtained codes and research
literature in-depth study acquired codes is formed as follows, consisting of 12 constructs and 91 primary
indicators.
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Figure 2. The extracted conceptual model of the qualitative research with constructs and factors

3.6 Data Collection

In the quantitative part of the research, survey and correlation strategies are the main research strategies used in
direction of testing the built model in qualitative part. Considering the research subject and under the studied
variables, the required information to test the hypotheses is collected through a questionnaire with interview. The
target audiences of the questionnaire are the senior managers of the same 30 knowledge-based companies who
have been interviewed in qualitative section of the probe. The final version of the questionnaire contains 114
questions. The questionnaire is divided into 3 types of questions. The first part includes context and demographic
questions. The second part is a set of questions related to the components of 12 variables; and the last part is
used to evaluate the main constructs of the research as total evaluators.

3.7 Research Measures

In this article, twelve main constructs are evaluated through structured survey. Indicators are the defining factors
of each construct as any change in the components of a construct can affect the related variable. Removing any
of the indicators may alter the concept of the respective construct and disrupt the overall structure of the model.
The structural equation modeling and the covariance structure are used for better analysis of the obtained model
of this research. In the present study, the researchers have applied path analysis to estimate and interpret the
relationship of variables in the model. These relationships can be correctly interpreted through estimating the
values. In fact, the estimated values represent the significance of the relationships. In structural equation
modeling, estimation means the measurement of relationships intensity, and evaluation signifies that how much
of fitness there is between the data collected by the researchers and their developed model adapted from the
theoretical frameworks. In this research, the partial least squares (PLS) approach has been used to evaluate,
estimate and interpret the relationships, and also to fit the model.
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4. Data Analysis and Findings
4.1 The Technical Properties of Measuring Tools

The credibility of each research depends on credibility of data collection tools of that research. The researchers
have evaluated the technical properties of the tools especially questionnaires with interviews used in this study to
ensure the accuracy of the obtained results.

4.1.1 The Loading of Indicators

The value of Loadings is obtained through calculating the correlation of the indicators of a construct with that
construct. If this value is equal to or higher than 0.4, it points out that the variance between a construct and its
indicators is greater than the variance of measurement error and, therefore the reliability is acceptable for that
measurement part of the model. Of course, some authors such as Rivard and Huff (1988) recommended the
measure of 0.5 as the criterion for loadings.

The PLS has been used for initial evaluation of loadings of the measurement parts of the research model. In the
beginning, after software calculation, the acquired loading value of 13 indicators is less than 0.5 and the rest are
above the benchmark value. By removing indicators with low loading values from related constructs, loadings of
residual indicators in the modified model are evaluated by the software again and finally, the loading values of
78 remaining indicators in the model are above 0.5 which represents acceptable reliability for all measurement
parts of the model. The loadings of all indicators have been given in the table below.

Table 5. The loadings of indicators related to the model’s constructs

B1 B2 B3 B4 BS5 B6 B7 B8
Cl1 .667 57 713 Ex.F .664 .832 .862 792
B9 B10
C2 .866 .845
Bl11 BI12 BI13 B14 BIS Bl16
C3 .838 582 .805 Ex.F 723 .876
B17 B18 B19 B20 B21 B22 B23 B24 B25 B26 B27 B28 B29 B30 B31
C4 Ex.F  .887 .582 Ex.F .759 821 734 .563 775 716 Ex.F  .645 547 646  Ex.F
B32 B33 B34 B35 B36 B37 B38
(6] 707 .853 591 7147 Ex.F .746 7196
B39 B40 B41 B42 B43 B44 B45 B46 B47 B48 B49 B50 B51
Cé 709 780 .689 .505 .695 727 .808 .636 Ex.F 527 .561 789 .637
B52 B53 B54 B55 BS6 B57 B58 B59 B60 B61 B62 B63
Cc7 .667 725 .829 755 783 Ex.F .602 .664 .802 879 792 .658
B64 B65 B66 B67 B68 B69 B70 B71 B72 B73
C8 877 .682 .684 .689 738 .674 .855 Ex.F  .556 .832
B74 B75
C9 .879 .846
B76 B77 B78 B79 B80 B81 B8§2
C10  .654 17 137 .886 Ex.F 731 879
B83 B84 B85 B86 B87
Cll Ex.F .846 182 813 .868
BS88 B89 B90 BI1
Cl12 815 Ex.F 743 .840

Note. Ex.: The excluded factor from the initial research model through covariance structure for model fitting.

In Table 5, the indicators of each construct (B) have been ranked based on the intensity of effect on the
connected construct (C) in order to identify the most influential indicators of the model.
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Table 6. The ranking of the constructs’ indicators in terms of efficacy (B coefficient) in the related variable

1 2 3 4 5 6 7
Cl B3 B6 B2 B8 BS B7 B1
1 2
C2 B9 B10
1 2 3 4 5
C3 BI13 B16 Bl11 BI2 BIS
1 2 3 4 5 6 7 8 9 10 11
C4 B26 B23 BI8 B21 B30 B19 B24 B29 B28 B22 B25
1 2 3 4 5 6
C5 B35 B33 B37 B38 B32 B34
1 2 3 4 5 6 7 8 9 10 11 12
C6 B41 B46 B51 B49 B40 B50 B44 B45 B48 B43 B39 B42
1 2 3 4 5 6 7 8 9 10 11
C7 B62 BS56 B59 B60 BS3 BS8 B52 BSS B61 B63 B54
1 2 3 4 5 6 7 8 9
C8 B73 B70 B68 B67 B65 B66 B69 B64 B72
1 2
Cc9 B74 B75
1 2 3 4 5 6
C10 BS8l1 B79 B77 B78 B76 B82
1 2 3 4
Cll B84 B86 B87 B85
1 2 3

Cl2 B9 B88 B91

4.1.2 Path Analysis for Variables Causal Relationships

The important issue in fitting the final model of the research indispensable to be assessed is the efficacy and the
significance of the causal relationship between the research variables. The criterion for measuring the causal
relationship between constructs in the structural part of the model is the T-Value, and the criterion of efficacy is
the standardized beta coefficient (B) or the path coefficient. If the T-Value of path between two constructs is
greater than 1.96, it represents a relationship between constructs and thus confirms the hypothesis that one
construct (variable) affects another construct (variable) in a 95% confidence interval.

The standardized beta coefficient (B) exposes that how much change it takes in dependent variable (effect) for
one-unit change in independent variable (cause). In accordance with Table VII, all T-Values for the paths
between two constructs are more than 1.96 and hence, all the relationships in the research model are significant
and the hypotheses related to the causal relationships are accepted. The values of standardized beta coefficient (p)
for the model paths show that in 15 paths, the efficacy is high; in path 11 (C10 - C11), it is average; and in path
14 (C6 - C4), it is low.

Table 7. The results of structural equation modeling for variables causal relationship

Num. Path Beta (B) T-Value Hypothesis

1 C3-CI12 0.675 4.838 Accepted (High)
2 C7-CI12 0.736 5.758 Accepted (High)
3 C8-Cl12 0.703 5.234 Accepted (High)
4 Cl2-C4 0.772 6.417 Accepted (High)
5 Cl12-Cl1 0.712 5.370 Accepted (High)
6 C2-C4 0.833 7.980 Accepted (High)
7 C2-Cll 0.599 3.959 Accepted (High)
8 C9-C4 0.735 5.738 Accepted (High)
9 C9-Cl1 0.536 3.363 Accepted (High)
10 Cl10-C4 0.780 6.586 Accepted (High)
11 C10-Cl11 0.444 2.623 Accepted (Average)
12 C5-C4 0.802 7.115 Accepted (High)
13 C5-Cll 0.539 3.390 Accepted (High)
14 C6-C4 0.304 1.987 Accepted (Low)
15 C6-Cl1 0.680 4912 Accepted (High)
16 C4-Cl 0.671 4.793 Accepted (High)
17 Cl1-Cl 0.578 3.747 Accepted (High)
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The following model is the final Structural Equations based model of the research that includes all the studied
variables and their indicators. The indicators of each variable are considered after elimination of factors
containing weak loading values, indispensable calculations in path analysis and fitting of the measuring parts of
the model by PLS software. In the final model, considering the calculations of measuring and structural parts
fitting criterion, the path coefficients have been denoted on paths.
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Figure 3. The final structural equations based model of the research with path analysis through PLS

5. Results and Discussion

In developed countries, a lot of successful corporations are about to gain competitive advantage through the
knowledge-based capabilities since the production, distribution and utilization of knowledge are conceived as the
keys to develop, growth and wealth creation in most fields for them. The existence of these companies leads to
the emergence of the dynamic type of economy called the knowledge-based economy. This type of economy is
made up of a vast network of knowledge-based companies that attempt to make a knowledge-based business in
order to covert knowledge into wealth. These companies’ economic activities are based on and associated with
research and development operations in the field of new and developed technologies. These activities include all
functions that commercialize their R&D outcomes such as design, production, supplying goods or applications,
technology generation and delivery, utilization of advanced technologies with added value, consultancy, and
presentation of technical and knowledge-based services. This probe has been carried out on 30 knowledge-based
companies active in the fields of electronics and informatics. The results of an in-depth interview with their
experts and a precise study on research literature, theoretical frameworks and concepts which has led to a
comprehensive model show that achieving knowledge-centricity main phenomenon through dynamic capabilities
requires presence of value creation on the basis of resource orientation together with competences. In accordance
with final model of the research, the knowledge-based companies can attain a meaningful success and reach the
summit and sustainable success in the knowledge-centricity main phenomenon when they pay particular
attention to two kinds of specialized strategies in parallel. The first one is the path related to the differentiation
strategies and the second is the path of knowledge-based strategies. Along with these two paths of strategies,
contextual factors such as environmental cognition, knowledge management and knowledge approaches have a
positive and significant effect on both strategies. The efficacy of these factors on the differentiation strategies is
higher than on knowledge-based strategies. The intervening conditions that affect both strategies are the
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branding and brand management, and also strategic agility for these knowledge-based companies. Branding and
brand management have the most profound effect on differentiation strategies whereas strategic agility has the
most intensive effect on knowledge-based strategies. As a conclusion, the most influential indicators related to
model variables in order to gain competitive advantage are as follows. (1) In casual conditions, a
knowledge-based company should consider (I) Resource Orientation (RO) such as human capital resources
(B13), intangible assets (B16), and monetary and financial resources (B11); (II) Dynamic Capabilities (DC) like
the improvement of organizational efficiency (B62), the absorbing capabilities (B56), and external position of
the organization (B59); (III) Competencies (CO) such as essential competences based on internal conformity,
stability and comprehensiveness (B73), integrative competencies (B70), and Organizational Competencies (B68).
(2) In core phenomenon, it should regard to (IV) Knowledge-centricity (KC) like for example spin-off
knowledge-centricity (B90), knowledge-centricity emphasizing on R&D and economic activities along with
R&D activities (B88), and knowledge-centricity with high-tech and new technology (B91). (3) In core strategies,
it is important for such a company to contemplate how to attain and execute (V) Differentiation Strategies (DS)
like differentiation in accountability to customer (B26), differentiation in offering of complementary services
(B23), and differentiation in offering of hybrid and discrete products or services (B18); (VI) Knowledge-based
Strategies (KS) for example dynamics in goals (B84), the scope of knowledge thinking (B86), and the nature of
the knowledge vision (B87). (4) In contextual conditions, it is significant for a knowledge-based company to
remark on (VII) Environmental Cognition (EC) like providing the requirements of a changing environment by
identifying and adapting to environmental change (B9), and environmental status analysis (B10); (VIII)
Knowledge Approaches (KA) such as the approaches based on the nature of knowledge work (B74), and the
approaches based on the knowledge attitude (B75); (IX) Knowledge Management (KM) covering the knowledge
policy and strategy (B81), the knowledge communications (B79), and tendency to the knowledge development,
transfer and support (B77). (5) In intervening conditions, it is essential for such a company to take into account
the (X) Branding and Brand Management (BR) like with subcategories such as brand equity (B35), brand
identity (B33), and brand commitment and persistence (B37); (XI) Strategic Agility (SA) with indicators like
selection of the strategic knowledge goals (B41), Being Proactive (B46), and the change in the approach of
making money from created value (B51). (6) For reaching the final consequence of the research means (XII)
Competitive Advantage (CA), a knowledge-based company should have a tendency to product innovation,
innovative capabilities and the ability to create knowledge (B3), situational advantage (B6), and cost leadership
(B2).

In comparison with other researches, it seems that the present study has more scrutiny, accuracy, depth and
comprehensiveness and uses more influential and impressionable variables that can be used as an operational
pattern for knowledge-based companies. This research has been conducted in the active knowledge-based
companies in the field of electronics and informatics that can reveal an effective pattern for these companies.
Considering the mentioned variables and indicators can lead such companies to reach the summit and gain a
competitive advantage. For more convergence, it is suggested that the other researchers conduct similar studies
in other knowledge-based fields.
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