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Abstract 

The study investigates the impact of technological capability and entrepreneurs’ locus 
of control and political competence on new venture innovation. More specifically, it 
presents arguments and formulates hypotheses regarding: a) the individual and 
interaction effects of technological capability and locus of control and b) the effects of 
political competence both direct and moderating on new venture innovation. To 
formulate the study’s model we draw upon the Resource Based View and the 
Sociocognitive Theory. Results suggest that technological capability is a powerful 
determinant of new venture innovation. Political competence appears to act in 
combination with technological capability accumulation. It contributes to innovation 
only when it is combined with increased technological capability. Furthermore, the 
findings show that locus of control plays a crucial role on innovation outcomes. It 
directly affects innovation whereas its combinatory impact with technological 
capability on innovation outcomes is insignificant. Implications are discussed.  
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Introduction 

As Drucker (1985, p.1; p.30) noted, “Innovation is the specific instrument of 

entrepreneurship…the means by which entrepreneurs exploit change as an 

opportunity for a different business or a different service…the act that endows 

resources with a new capacity to create wealth.” Moreover, Shane et al. (2003, p. 259) 

suggested that “The entrepreneurial process occurs because people act to pursue 

opportunities…” Assertions such as these stress the important role of entrepreneurs in 

the generation of new venture innovation. They signify that entrepreneurs drive the 

venture innovative activity, acting upon firm-level resources and influencing whether 

or not these resources will translate in innovative output.  

At present, however, relatively little evidence exists concerning mechanisms through 

which individual founders affect innovation in their companies (Baron and Tang, 



2009). Prior empirical studies have focused major attention on firm-level variables, 

identifying resources and capabilities as main determinants of new venture innovation 

(e.g. Thornhill, 2006; Zhao and Aram, 1995). Although extremely informative, this 

research effort treats new venture resources and capabilities as if they exist in 

isolation, failing to control for potential effects of entrepreneurs’ characteristics and 

actions on their value.  

To address these issues, this study draws upon the Resource-Based View and the 

Sociocognitive View to investigate the impact, on new venture innovation, of a key 

firm-level variable -technological capability- and two entrepreneurial variables -

entrepreneurs’ locus of control and political competence. More specifically, it 

presents arguments and formulates hypotheses regarding: a) the individual and 

interaction effects of technological capability and locus of control and b) the effects of 

political competence both direct and moderating on new venture innovation. The 

study’s variables are selected because of their significant relevance to innovation 

outcomes. Indeed, technological capability has often been viewed as an antecedent of 

innovation (e.g. Ajuha and Lambert, 2001), while entrepreneurial locus of control and 

political competence has been proven to drive innovative behaviour (e.g. Miller et al., 

1982; Cooper et al., 1994). 

The rest of the paper is organized as follows: Section 2 presents the theoretical 

background of the study and the hypothesis development. Subsequent sections 

(Section 3 and 4) present the empirical analysis and results. Finally, Section 5 

presents the main conclusions of the paper.       

 

Theoretical Background 

Innovation has been defined by previous researchers as “a process that begins with an 

idea, proceeds with the development of an invention and results in the introduction of 

a new product, process or service to the marketplace” (Edwards and Gordon, 1984, 

p.1). Innovative activity reflects a firm’s entrepreneurial orientation (Lumpkin and 

Dess, 1996; Narman and Slevin, 1993), being linked with both its willingness to 

undertake risk and its proactiveness against competitors. Being conceptualized in 

these terms, innovation has often been identified as an essential ingredient of new 

venture success (e.g. Baron and Tang, 2009; Ireland and Webb, 2007) and has 



attracted the attention of many researchers who sought to identify its main 

determinants.  

Yet, research on when new firms are innovative has yielded mixed results (Katila and 

Shane, 2005). Some scholars have suggested that new firms have trouble innovating 

because they lack firm knowledge (Cohen and Levinthal, 1990) and resources (Teece, 

1986) whereas other have argued that new ventures are highly innovative because 

their innovative efforts do not cannibalize their existing resource pool (Henderson and 

Clark, 1990). Despite the inconsistency in findings, in their great majority, researchers 

have linked new venture innovation to firm-level variables mainly drawing upon the 

Resource-Based View (Barney, 1991; Penrose, 1959) of the firm (RBV).      

RBV builds on firm heterogeneity and attributes the development and maintenance of 

competitive advantage through innovation to firm-specific resources and capabilities 

(Ahuja and Katila, 2004; Lenard-Barton, 1992). The basic premise is that resources 

and capabilities increase the efficiency and effectiveness of the firms (Barney, 1991) 

at the development of new products and processes (Rindova and Kotha, 2001; Smith 

et al., 2005), increasing, by implication, innovation. Most conspicuous among these 

resources and capabilities are those that are valuable, scarce, imperfectly tradable, and 

hard to imitate (Barney, 1991; Peteraf, 1993).  

Although widespread in the exploration of innovation, this approach treats firm 

resources and capabilities as if they exist in isolation and explains firm-level 

outcomes, such as innovation, focusing on the standalone value of firm-level 

variables. Yet, leaving the entrepreneur out of the process of understanding 

innovation in the case of new ventures is, as Baumol (1968, p. 67) suggested, ‘like 

trying to understand Shakespeare without Hamlet’. New ventures are often the 

extensions of their founders (Brüderl et al., 1992; 1998; Chandler and Jansen, 1992) 

thus, entrepreneurial characteristics are likely to influence the value of venture-

specific resources, exerting direct and interaction effects on the ventures’ outcomes.  

To incorporate the entrepreneur in the exploration of new venture innovation, we 

build on the Sociocognitive Theory (SCT). SCT draws upon human behavior theories 

(Bandura, 1986) and suggests that individual sociocognitive capacities form a major 

contributor to firm strategic choices, like innovation. Within this theoretical tradition, 

strategic choices are considered to be shaped through a model of triadic reciprocal 



causation, in which cognitive and personal factors of individuals, environmental 

events and strategies are considered to operate as interacting determinants that 

influence each other bidirectionally (Wood and Bandura, 1989). This triadic causation 

links strategic choices with both the way that individuals use their cognitive structures 

to interpret their environment and the belief they have in their ability to exercise 

control over external events. Thus, in the context of SCT, strategic choices, like 

innovation, are considered to be driven by individual cognitive and motivational 

factors.  

Although RBV and SCT seem to have divergent concerns with the roots of innovation 

-with RBV stressing the internally accumulated resources while SCT underscores 

entrepreneurial sociocognitive capacities, in reality, both theories can co-exist and 

shape actual venture behaviour. For instance, Choi and Shepherd (2004) found that 

valuable products with long lead time have a greater positive impact on opportunity 

exploitation policies when entrepreneurial capability is high. Moreover, according to 

Birley (1985), the interaction between the entrepreneur and local networks enhances 

the process of starting a new business. In the same light, Wiklund and Shepherd 

(2003) explained that entrepreneurial growth aspirations are influenced by the 

resources and capabilities available, triggering higher growth. These empirical 

findings signify complementarity between the two theoretical traditions, urging to 

develop a composite model to explain innovation that compromises the underlying 

logics of both theories. 

In this context, we examine the direct and interaction effects on new venture 

innovation of a key firm-specific variable -technological capability- and two 

entrepreneurial variables – entrepreneurs’ locus of control and political competence. 

Figure 1 depicts schematically the conceptual framework of the study. 



 

Figure 1. Theoretical Framework  

 

These variables were selected for inclusion in the study on the basis of a thorough 

review of prior literature which suggests their relevance to innovation.    

Technological capability defines the roots of a firm’s competitive advantage, 

comprising technological knowledge and skills that are valuable and difficult to 

imitate by competitors (Lee et al., 2001). Being conceptualized in these terms, 

technological capability has been stressed as a major determinant of firm innovation 

by a wide body of research (e.g. Freel, 2003; Reichstein and Salter, 2006; Penner-

Hahn and Shaver, 2005). Yet, most researchers consider the relationship between 

technological capability and innovation as self-evident, assuming that all potential 

rents generated by technological capability are materialized in innovation. In this 

light, they often identify innovation with its input, neglecting to examine whether 

firms with high technological capability actually translate this capability into new 

products or services (e.g. Balkin et al., 2000; Dröge et al., 2003; Diaz-Diaz et al., 

2008). While these firms may retain the potential for creating competitive advantage 

through innovation, this potential may not necessarily be realized (Ray et al., 2004), 

urging for a more thorough exploration of the technological capability-innovation 

relationship. This exploration is even more critical in the case of new ventures. 

Innovation is a fragile and vulnerable activity (Yam et al., 2004) and new ventures 

may suffer from inability to involve and sustain innovation as they lack the past 
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experience that Senge (1990) and Leonard-Barton (1992, 1995) have considered 

critical for crossing innovation boundaries.   

Except for technological capability, this study incorporates two entrepreneurial 

variables in the theoretical model: entrepreneurs’ locus of control and political 

competence. Both variables have attracted the attention of many researchers in 

entrepreneurship literature who identified them as hallmarks of the entrepreneurial 

personality (e.g. Timmons, 1978; Bengley, 1995; Bengley and Boyd, 1987; Chandler 

and Jansen, 1992; Pavett and Lau, 1983; Carson and Gilmore, 2000). In this respect, 

they have been associated with new venture performance, being considered as main 

determinants of new venture success. For example, investigating the relationship 

between entrepreneurial personality traits and new venture growth, Lee and Tsang 

(2001) ascertained positive effects of internal locus of control and entrepreneurs’ 

networking activities on new venture growth rate. Moreover, Baum et al. (2001) built 

a multidimensional model of new venture growth, in which entrepreneurs’ self-

control was considered a critical dimension. In the same light, Li and Zhang (2007) 

pointed out political networking ability to be beneficial to new ventures in a transition 

economy. Previous theorizing and empirical findings suggest locus of control and 

political competence to be relevant to entrepreneurial activities, indicating that their 

effects may extend to further explain new venture outcomes, like innovation.   

 

Technological Capability Effects 

Technological capability refers to the capacity of the firms to generate new 

knowledge through the integration of R&D strategy, project implementation, project 

management and R&D expenditure (Yam et al., 2004). It can be thought as a 

repository of knowledge and information which is continuously updated through 

experimentation and learning, contributing to the development of organizational core 

skills. 

Viewed in this light, technological capability is expected to positively affect new 

venture innovation for two main reasons. First, by increasing the possibility of 

knowledge generation, technological capability reinforces heterogeneity in new 

venture problem-solving arsenal (Amabil, 1988), which in turn may increase the 

venture possibility of producing new products or services. Although many 



innovations may be serendipitous in nature (Penner-Hahn and Shaver, 2005), 

exposure to different modes of problem formulation and solution may result in better, 

more innovative approaches to a given problem. In this light, technologically 

competent ventures may enjoy a comparative advantage in generating innovations as 

they “are more likely to put together the critical combination of a fertile mind, a 

challenging problem, and the will to solve it” (Scherer and Ross, 1990). Along those 

lines, using a sample of established firms, Ahuja and Lambert (2001) have pointed out 

that technological experimentation adds to the firms’ solution-repertoire, constituting 

the basis for breakthrough inventions. Moreover, according to Deeds et al. (1999), 

firms with higher technical knowledge are better equipped to identify and judge the 

potential of competing solution alternatives and thus, are better able to direct their 

efforts toward the development of more new products.   

Second, by providing new ventures with a strong knowledge base, technological 

capability enhances the venture ability to assimilate and exploit external knowledge 

for innovation. It actually serves as a link between external sources of opportunities 

and the capacity of the ventures to seize these opportunities in favour of new product 

or service development (Vega-Jurado et al., 2008). Indeed, as many researchers have 

pinpointed (e.g. Cohen and Levinthal, 1990; Harabi, 1995; Klevorick et al., 1995), 

only technologically competent firms that are in possession of a critical mass of 

knowledge are able to use externally available knowledge to expand their innovative 

capacity. This effect of technological capability on innovation is especially relevant in 

the case of new ventures, which, because they lack significant resources, may need to 

use external knowledge sources to achieve greater innovation. The assimilation and 

exploitation of external knowledge can give technologically competent ventures quick 

access to multiple technologies (Dodgson, 1993), boosting their product or service 

development efforts (Zahra and Bogner, 1999).  

Based on the above discussion, we formulate the following hypothesis.  

Hypothesis 1: The greater the technological capability of new ventures, the greater 

their innovation.    

 

 

 



Entrepreneurial Variables Effects 

Locus of control is an indicator of an individual’s perception regarding the control 

he/she can exert on the outcome of events occurring in his/her life (Rotter, 1966). 

Entrepreneurs who exhibit more internal locus of control have confidence in their 

ability to master their own lives whereas those presenting external locus of control 

believe that external forces -either chance or powerful others (Levenson, 1974)- 

determine the outcome of events. Individual differences in entrepreneurs’ locus of 

control are expected to influence new venture innovation, with internal orientation to 

be associated with higher innovative activity. 

Internal entrepreneurs are persuaded that their actions can affect relevant outcomes 

(Bengley and Boyd, 1987) thus they are likely to manifest a higher propensity to 

engage in entrepreneurial activities (e.g. Perry, 1990; Shaver and Scott, 1991; Lee and 

Tsang, 2001). Being imbued with self-confidence, they may be more motivated to 

actively seek for and act upon entrepreneurial opportunities instead of waiting for 

them to come (Lee and Tsang, 2001). This intrinsic motivation is likely to breed 

entrepreneurial action and thus, render the ventures whose founders have an internal 

locus of control more innovative.        

Internal locus of control may also affect how entrepreneurs assess the level of risk 

involved in a given innovative activity. Believing in their ability to influence the 

direction of events, internal entrepreneurs are likely to evaluate the inherent 

uncertainty of innovation as less unknown, thereby opting for a riskier alternative than 

external ones. Low perceptions of risk render internally oriented entrepreneurs more 

resilient in the face of stressful situations (Anderson, 1977; Anderson et al., 1977), 

motivating them to introduce new product or service innovation more frequently. In 

this respect, Howell and Sea (2001) has pointed out that entrepreneurs with an internal 

orientation are more likely to frame innovation as an opportunity rather than a threat. 

They tend to focus on the high probability of favorable outcomes and thus, they are 

inclined to undertake bold and imaginative strategic actions, such as innovation.  

In a similar vein, entrepreneurs that exhibit an internal locus of control tend to favor a 

rather participative work environment (Runyon, 1973; Mitchell et al., 1975) and exert 

a more considerate supervision (Pryer and Distefano, 1971) as they prefer persuasive 

to coercive forms of power (Mitchell et al., 1975). This tendency leads to the creation 



of a more ‘organic’ organizational climate that has been shown to be more conductive 

to innovation (Burns and Stalker, 1961). 

Taking all the above together, we posit the following hypothesis: 

Hypothesis 2: The more internally oriented the entrepreneurs, the greater their new 

venture innovation.  

 

Political competence reflects the ability of the entrepreneur to form the right networks 

and establish strong relationships with their members (Chandler and Jansen, 1992; 

Pavett and Lau, 1983). Entrepreneurs with high political competence tend to build a 

power base to enhance their ventures’ position, enlisting the support of people who 

control important resources and possess important abilities and skills. This ability is 

particularly important for new ventures (e.g. Lee and Tsang, 2001; Lee et al., 2001; 

Elfring and Hulsink, 2003) and is expected to exert a positive effect on new venture 

innovation.    

By ensuring the presence of partners, political competent entrepreneurs are likely to 

mitigate innovation risks and thus, be more willing to undertake innovative action. 

Partners increase venture legitimacy (Cooper et al., 1994), which, in turn, enhances 

credibility to potential lenders and other constituents (Eisenhardt and Schoonhoven, 

1990; Teach et al., 1986). This may provide the venture with access to more sources 

of financial capital increasing at the same time its ability to accumulate resources 

(Zimmerman and Zeitz, 2002). To the extent that partners improve resource access 

and create a more trusting environment for joint transactions, they act as a 

collaborative mechanism to moderate conditions that constrain innovation, such as 

incomplete information and bounded rationality, and thus, decrease innovation risks 

(Goes and Park, 1997). In this respect, they provide political competent entrepreneurs 

with incentives to involve in greater innovative activity.  

Moreover, by building a strong power base, entrepreneurs with high political 

competence are better positioned to identify and exploit entrepreneurial opportunities 

in favour of innovation. ‘Embedded’ ties with a powerful network, which, according 

to Uzzi (1996), ‘are reinforced by mutual feelings of attachment, reciprocity, and 

trust’, can enhance support for the venture by the development and commitment of 

diversified skill and competence bases (Westhead et al., 2001). These diversified 



bases provide greater depth and breadth of expertise (Cooper et al., 1994) and 

constitute significant sources of information regarding new technological and market 

opportunities. Information benefits combined with the possibility of collaboration in 

exploiting these benefits render political competent entrepreneurs more inclined 

toward innovation. 

Drawing upon the above argumentation, we formulate the following hypothesis: 

Hypothesis 3: The more political competent the entrepreneurs, the greater their new 

venture innovation.  

 

Interaction between Technological Capability and Entrepreneurial Variables 

Although we have implicitly hypothesized independent direct effects of technological 

capability and entrepreneurial variables (both locus of control and political 

competence) on new venture innovation, an interaction of these influences seems 

likely. This is to say that the value of technological capability is influenced by the 

presence of certain entrepreneurial capacities and thus, it is likely to have a 

particularly strong effect on new venture innovation. 

Regarding the locus of control variable, two main arguments suggest that internal 

entrepreneurial orientation will be associated with a more positive new venture 

technological capability-innovation relationship. First, perceptions of controllability 

of external events impact the way that entrepreneurs evaluate their ventures’ 

technological capability potential. Belief in their ability to determine future outcomes 

inclines entrepreneurs toward an optimistic view (Mone et al., 1998) of their ventures’ 

chances for translating technological capability in innovation. Such optimism may 

affect perceived risk-return tradeoffs (Kahneman and Tversky, 1979) inherent in 

innovation, increasing the degree of certainty associated with future success and thus, 

stimulating entrepreneurial confidence in the venture ability to materialize high 

technological capability in innovation. When entrepreneurial confidence is high and 

controllable attributions are present, higher goals, greater goal commitment, and more 

ambitious performance objectives are realized (e.g. Bandura, 1997; Mone et al., 1995; 

Mone and baker, 1992). In the context of technologically competent ventures, this 

implies that internal oriented entrepreneurs are more likely to commit resources to 

exploit their technological superiority. Greater resource commitment will, in turn, be 



more likely to generate greater innovation, as compared to lower levels of persistence 

and resource commitments.  

Second, internal oriented entrepreneurs are more likely to see the exploitation of their 

ventures’ technological capability in favor of innovation as an opportunity to assert 

themselves. Entrepreneurs who believe in their ability to control external environment 

have an inner drive toward achievement, being motivated by strong felt responsibility. 

This is why internals are often linked with a variety of achievement indicators, such 

as job attachment, task orientation and academic achievement (Mitchell, 1977; 

Lefcourt, 1965). This desire for accomplishment combined with the belief that 

achievement lies within a person’s judicious efforts (Kobasa et al., 1982) lead 

internals to strive to succeed in relatively demanding tasks to enjoy self-satisfaction 

(Davidsson, 1989). In this respect, internally oriented entrepreneurs are more likely to 

frame their ventures’ great technological competence as an opportunity to attain the 

relatively challenging task of innovation and thus, affirm their control power. In line 

with this reasoning, Mone et al. (1998) have suggested that attributions toward the 

controllability of organizational decline lead managers to exert a greater effort to 

thwart the crisis to exhibit mastery.  

Building upon the above arguments, we form the following hypothesis: 

Hypothesis 4: The more internally oriented the entrepreneurs, the more positive the 

effect of technological capability on new venture innovation.  

 

The second entrepreneurial variable that has the potential to condition the relationship 

between technological capability and new venture innovation is entrepreneurs’ 

political competence. As we have already discussed, political competence reflects the 

ability of entrepreneurs to establish and sustain networks.  

The question of whether a firm should rely on networks or internal capability to 

accumulate skills and knowledge has long attracted the interest of researchers in 

strategic management, constituting a variant of the make-or-buy decision of the firm 

(Powell et al., 1996). Viewed in this light, networks have been considered to 

substitute internal technological capability, providing firms with news and resources 

that cannot be generated internally (Nelson, 1990b). Yet, in recent years, the simple 

substitution dilemma seems to be transcended.  Researchers have stressed the issue of 



complementarity between interorganizational relationships and technological 

capability (Mowery and Rosenberg, 1989; Arora and Gambardella, 1994), pointing 

out that networks should not be viewed as simply a means to compensate for the lack 

of internal skills (Powell et al., 1996). Rather, they should be associated with internal 

assets to further strengthen the value of those assets. For this to happen, the 

possession of a number of partners does not suffice. Firms should develop a 

networking ability to initiate, maintain and utilize their relationships effectively 

(Waher et al., 2006) and emphasize the link between this ability and in-house 

development (Veugelers, 1997). Otherwise, networks may hamper internal 

technological capability, potentially locking firms into unproductive processes, where 

know-how and other resources are wasted (Gulati et al., 2000). 

Building along the latter arguments, we posit that political competence is likely to 

positively affect the relationship between technological capability and new venture 

innovation. Being able to establish and maintain connections with individuals and 

firms, political competent entrepreneurs can better anticipate customer preferences 

and be aware of external opportunities and competitors’ actions quickly (Han et al., 

1998). Dissemination of this information throughout their organization “opens their 

venture’s eyes” to better exploit internal technological capability in a commercial 

context (Powell et al., 1996), stimulating innovation. In other words, entrepreneurial 

networking ability provides leverage to internally accumulated knowledge and 

enables the generation of knowledge outside the ventures’ boundaries, toward the 

development of innovative products or services. This is in line with the argument of 

Cohen and Levinthal (1990), according to which, knowledge facilitates the use of 

other knowledge as what a firm can learn is crucially affected by what it is already 

known.  

The above discussion leads us to develop the following hypothesis:    

Hypothesis 5: The more political competent the entrepreneurs, the more positive the 

effect of technological capability on new venture innovation. 

 

 

 

 



Methodology 

Sample and Data Collection 

The difficulty associated with obtaining data on new venture innovation and 

competencies (Zahra et al., 2000) necessitated particular parameters for sample 

selection. First, we focused on firms of less than 8 years old. This cut-off point has 

recently received increasing research attention (e.g. Zahra et al., 2003; Zahra and 

Bogner, 1999; McDougall and Oviatt, 1996) as the ventures of this age are not 

considered too young to generate innovation (e.g. Brush, 1995; Zahra et al., 2000) nor 

too mature to resemble established firms (Bantel, 1998). Second, to increase the 

findings’ generalizability, we selected new ventures from four major industries, 

namely, ICT, food and beverages, chemical and clothing and textile. The selection 

was based on the number of young firms established in each industrial field in Greece 

in the last decade and secured that no industry would be included in the survey in case 

that it was not appealing for new entrepreneurs. Third, we included only independent 

(private) ventures in the sample, established and managed by individual entrepreneurs 

(Zahra et al., 2000). The exclusion of corporate ventures of the study eliminated the 

confounding effects of corporate level considerations. The use of these criteria yielded 

a population of 530 Greek ventures.  

Data were collected through personal interviews of the ventures’ founders based on a 

structured questionnaire. A sequence of steps was followed in order to secure the 

reliability of data that were based on participant recall. First, before each interview, 

archival data of the ventures were collected so that we could compare objective data 

with the provided subjective answers (Kumar et al., 1993). Second, following Boeker 

(1989), to increase the salience of founding in the informants’ memories, at the 

beginning of the interview other questions regarding more objective events occurring 

at that time were asked, such as which products the company first produced as well as 

which were its most powerful competitors at that time. Finally, interviewing founders, 

we managed to engage in the process those that Kumar et al. (1993) call major 

participants, i.e. the ones that have an intimate knowledge of their venture’s history.   

The conduct of scheduled interviews resulted in 155 questionnaires, giving a response 

rate of 29%. Out of these, 143 questionnaires were found usable. The firms finally 

participated had a mean size of 21.87 employees, ranging from 0 to 132 employees.  



Measures 

Dependent Variable 

For new venture innovation, we followed the work of Martinez-Sanchez et al. (2008). 

In this respect, we used a seven point Likert scale (1: very low….7: very high) and 

asked respondents to rate their venture’s skills relative to their major competitors in 

terms of the introduction of new products during the venture’s life. The scale 

consisted of one item thus, there were no validation considerations. 

 

Independent Variables 

The measure used for the operationalization of technological capability was adapted 

from Yam et al. (2004). Entrepreneurs were asked to use a seven point-Likert scale 

and rate their ventures’: (1) level of R&D investment in new products/services, (2) 

average number of live projects per year and (3) managerial time spent on R&D as 

percentage of total managerial time. The Cronbach’s alpha for this measure was .80.  

The items for the locus of control measure were adapted from Mueller and Thomas 

(2000). Using a 7-point Likert scale, respondents were asked to rate the following: (1) 

their life is determined by their own actions, (2) When they get what they want, it is 

usually because they worked hard for it and (3) they feel in control of their life 

(Cronbach’s alpha was .78). 

Political competence was measured through the adaptation of the scale used by 

Chandler and Jansen (1992). Using a 7-point scale, respondents were asked to rate 

their ability to: (1) involve people with important resources, (2) enlist the support of 

key people and (3) Get others to identify with and believe in their vision for the 

business (Cronbach’s alpha was .80). 

 

Control Variables 

Several control variables were used in the model to account for potential effects of 

internal and external factors on new venture innovation. First, we controlled for the 

effects of the ventures’ size -measured as log of sales at the ventures’ founding. Size 

was added to account for any potential advantages large ventures enjoy that may 

enable them to develop innovation. Also, an industry dummy was included in the 



model on the premise that sectorial differences may be the source of differences in 

technological opportunities. Finally, entrepreneurs’ ability was used to account for 

individual differences in the founders’ potential to generate innovation. Ability was 

considered to be reflected in the founders’ educational background as well as their 

ability to manage people and resources (Davidsson, 1991; Sambharya, 1996). For the 

measurement of educational background, we ascribed a score to each educational 

level (1 for educational background up to high school, 2 for the possession of a 

bachelor degree and 3 for the possession of a postgraduate degree) and asked 

respondents to indicate the highest degree of their educational attainment (Cassar, 

2006). As far as entrepreneurs’ ability to manage people and resources is concerned, 

we used three items adapted from the corresponding scale of Chandler and Hanks 

(1998). Using a 7-point scale, respondents were asked to rate the following: (1) one of 

the founder’s greatest strengths is achieving results by organizing and motivating 

people, (2) one of the founder’s greatest strengths is his ability to supervise, influence 

and lead people and (3) one of the founder’s greatest strengths is his ability to 

delegate effectively (Cronbach’s alpha was .73) . 

 

Results 

The impact of factors hypothesized to affect new venture innovation was assessed 

using hierarchical regression analysis. The first model included the control variables 

into the regression equations. In the second model, both the effect of control and 

independent variables were estimated. In the third model, interaction effects were 

added after the ‘main effects’ variables. The results obtained are presented in Table I, 

indicating statistically significant coefficients.  

 

 

 

 

 

 



Table I. Results of Hierarchical Regression Analysis on New Venture Innovation 

 

 

Hypothesis 1states that the higher the level of technological capability, the higher the 

ventures’ innovation. Results in Table I strongly support this hypothesis. 

Technological capability is found to be positively and significantly associated with 

new venture innovation in both Model 1 and 2 (.344, p<.001 and .941, p<.001). 

Hypothesis 2 predicts that the more internal the locus of control of entrepreneurs, the 

higher their ventures’ innovation. The hypothesis was supported and internal locus of 

control was found to positively and significantly affect new venture innovation (.192, 

p<.050 and .034, p<0.100). Hypothesis 3 stated that higher level of entrepreneurs’ 

political competence would increase the level of new venture innovation. The variable 

expressing political competence does not support this hypothesis. The respective 

coefficients in both models are statistically insignificant showing that there is no 

relationship between political competence and new venture innovation. Hypothesis 4 

predicted that locus of control in the presence of strong technological capability 

would have a greater impact on new venture innovation. Yet, results in Table I do not 

support this hypothesis. No significant relationship was found between the interaction 

term locus of control-technological capability and new venture innovation. 

Hypothesis 5 stated that political competence in the presence of strong technological 

 
Model 1 Model 2 Model 3 

 
    
Food -0.341*** -0.289*** -0.292*** 
Textile 
Chemical 
Firm’s size 
Environmental hostility 
Educational background 
Ability to manage people & resources 

-0.020 
-0.208** 
0.241** 
0.017 
0.034 
0.063* 

-0.016 
-0.131* 
0.134* 
0.039 
0.021 
0.013* 

-0.017 
-0.153* 
0.151* 
0.031 
0.015 
0.031* 

    
Technological capability  0.344*** 0.941** 
Locus of control  0.192** 0.034* 
Political competence  0.128 0.421 
    
Technological capability * Locus of control   0.274 
Technological capability * Political competence   0.244** 
    
    
R2 0.245 0.287 0.299 



capability would have an important influence on new venture innovation. The 

interaction of political competence with technological capability was found to be 

positively related to new venture innovation with statistically significant coefficient in 

Model 3 (.244, p<.05).  

  

Conclusions 

In this study, we endeavored to deepen our understanding on new venture innovation, 

attempting to examine the effect of a key firm-level variable –technological capability 

and two entrepreneurial variables –locus of control and political competence on the 

phenomenon of innovation generation in the context of new ventures. We were 

merely interested in exploring how individual-level variables affect the value of firm-

level attributes and outcomes, such as innovation, seeking to shed light on the 

mechanisms through which entrepreneurs affect important activities in their ventures-

an issue that has been identified as an important task in the field of entrepreneurship 

(e.g. Baum and Locke, 2004).  

The results of the study yield a major contribution to the research of new venture 

innovation. They provide evidence that new venture innovation is driven by 

technological capability and entrepreneurs’ locus of control. Political competence can 

enhance new venture innovation only when it is combined with technological 

capability whereas locus of control does not seem to exert interaction effects on the 

generation of innovation.  In other words, the ability of entrepreneurs’ to form 

networks may complement and increase internal technological capability, creating 

synergistic effects, but it can not act as a substitute of them. On the contrary, internal 

locus of control does not seem to make use of internal technological capability. 

Internal entrepreneurs believe in their ability to control the outcomes of events 

building upon their own capacities to generate innovation.  

Although the present paper sheds some light on the issue of new venture innovation 

compromising the premises of both RBV and SCT, the study’s findings still require 

further elaboration and future research could build along this direction. First, even 

though we have included important firm- and entrepreneurial-level variables to 

explain new venture innovation, our model is far from exhaustive. The omission of 

potential determinants such as environmental-specific factors and other organizational 



and entrepreneurial characteristics could strengthen the explanatory power of the 

suggested model. This was, however, beyond the scope of the present paper, which 

mainly endeavored to investigate the direct and interaction effects of technological 

capability, entrepreneurs’ locus of control and political competence on the generation 

of innovation within new ventures. Second, we examined innovation in terms of the 

unpatented product or service outputs of the innovation process. Despite the problems 

relating to patented inventions (Rodriguez-Duarte et al., 2007), the complementary 

use of patents could guarantee the novelty and relevance requirements of an 

innovation. Patents have been considered as an appropriate measure of technological 

change (Pakes et al., 1988) while they also constitute assets that are measurable and 

can be exploited, rented or sold. Third, if we had detailed, objective data on the firm-

level, we could conduct a multi-level analysis to increase the robustness of results. 

This approach has already gained growing use in entrepreneurship research (e.g. 

Schindehutte and Morris, 2009; Baron and Tang, 2009); yet, it was beyond the scope 

of the present analysis. Future research, employing a more exhaustive theoretical 

model and different research design, could remedy these limitations.        

 


