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Abstract 

Video games have grown from only being a hobby activity to a worldwide industry, where the Swedish 
video game industry has become an increasingly important driver to this growth. However, there has 
been little research on the video game industry, where most empirical studies have so far focused on 
the involvement of users in product development and on mutually exclusive technology. To create a 
better understanding of this rapidly growing industry and move closer to determine what makes a game 
successful, research need to take into consideration the impact that dynamic capabilities have on game 
development. Therefore, this study aims to examine the dynamic capabilities of video game firms in 
Sweden in terms of knowledge, and if these are related to the product performance. We argue that 
product performance could be positively affected by four different knowledge sources: market 
knowledge, project team, counterpart and communities. A survey strategy was used that resulted in 102 
observations from the Swedish video game industry. The regression analysis shows that market 
knowledge is positively related to product performance, while the other three knowledge sources show 
no significance. The findings contribute with more knowledge on how video game firms manage their 
dynamic capabilities, thus complementing previous studies and literature.  

 
Keywords: Dynamic Capabilities, Video Game, Knowledge, Absorptive Capacity, Product 
Development, Product Performance   



 

2 

Table of Contents 
1. INTRODUCTION ............................................................................................................................. 4 

1.1 PROBLEM BACKGROUND ............................................................................................................... 4 
1.2 RESEARCH AIM .............................................................................................................................. 6 
1.3 RESEARCH QUESTION .................................................................................................................... 6 
1.4 CONTRIBUTION .............................................................................................................................. 6 

2. LITERATURE REVIEW ................................................................................................................ 7 
2.1 RESOURCE-BASED VIEW ................................................................................................................ 7 
2.2 DYNAMIC CAPABILITY VIEW ......................................................................................................... 7 
2.3 ABSORPTIVE CAPACITY ................................................................................................................. 9 
2.4 LITERATURE SUMMARY .............................................................................................................. 11 

3. RESEARCH HYPOTHESES ........................................................................................................ 13 
3.1 MARKET KNOWLEDGE ................................................................................................................ 13 
3.2 PROJECT TEAM ............................................................................................................................ 14 
3.3 COUNTERPART ............................................................................................................................ 16 
3.4 COMMUNITIES ............................................................................................................................. 17 
3.5 RESEARCH MODEL AND SUMMARY OF HYPOTHESES ................................................................. 19 

4. DATA AND METHOD .................................................................................................................. 21 
4.1 RESEARCH DESIGN AND STRATEGY ............................................................................................. 21 
4.2 POPULATION AND SAMPLE .......................................................................................................... 22 
4.3 DATA COLLECTION ...................................................................................................................... 24 
4.4 DEFINITIONS OF CONCEPTS AND OPERATIONALIZATION OF VARIABLES .................................... 25 
4.5 DATA ANALYSIS .......................................................................................................................... 28 
4.6 QUALITY OF THE STUDY .............................................................................................................. 28 

5. RESULTS ........................................................................................................................................ 31 
5.1 FACTOR ANALYSIS ...................................................................................................................... 31 

5.1.1 Preliminary analysis ............................................................................................................. 31 
5.1.2 Factor extraction .................................................................................................................. 32 
5.1.3 Factor rotation and Interpretation ........................................................................................ 33 
5.1.4 Reliability of constructs ....................................................................................................... 35 

5.2 MULTIPLE LINEAR REGRESSION .................................................................................................. 35 
5.2.1 Normality, Linearity and Homoscedasticity ........................................................................ 35 
5.2.2 Correlations - Multicollinearity and Singularity .................................................................. 36 
5.2.3 Checking for outliers ............................................................................................................ 36 
5.2.4 Multiple linear regression model ......................................................................................... 37 

5.3 ORDINAL LOGISTIC REGRESSION MODEL .................................................................................... 38 
5.4 DESCRIPTIVE STATISTICS ............................................................................................................ 38 
5.5 RESULTS SUMMARY .................................................................................................................... 40 

6. ANALYSIS AND DISCUSSION ................................................................................................... 41 
6.1 MARKET KNOWLEDGE ................................................................................................................ 41 
6.2 PROJECT TEAM ............................................................................................................................ 44 
6.3 COUNTERPART ............................................................................................................................ 46 
6.4 COMMUNITIES ............................................................................................................................. 49 

7. CONCLUSION ............................................................................................................................... 53 



 

3 

7.1 CONTRIBUTIONS .......................................................................................................................... 53 
7.2 LIMITATIONS ............................................................................................................................... 54 
7.3 FUTURE RESEARCH ...................................................................................................................... 54 

10. REFERENCES .............................................................................................................................. 56 

11. APPENDICES ............................................................................................................................... 61 
APPENDIX 1. SURVEY ........................................................................................................................ 61 
APPENDIX 2. CORRELATION MATRIX ALL ITEMS ............................................................................. 70 
APPENDIX 3. ANTI IMAGE MATRICES ALL ITEMS ............................................................................. 71 
APPENDIX 4. COMPONENT MATRIX EIGENVALUE >1 ....................................................................... 73 
APPENDIX 5. TOTAL VARIANCE EXPLAINED AND SCREE PLOT ........................................................ 74 
APPENDIX 6. RESIDUAL PLOTS AND TEST OF NORMALITY OF RESIDUALS ........................................ 76 
APPENDIX 7. NORMALITY PLOTS ...................................................................................................... 77 
APPENDIX 8. PARTIAL REGRESSION PLOTS ...................................................................................... 78 
APPENDIX 9. QUALITATIVE DATA ..................................................................................................... 78 

 

  



 

4 

1. Introduction 

1.1 Problem background 
"We thought the game would be successful, we did not doubt it, which was a mistake” (Appendix 9). 

This quote, by a CEO of a Swedish video game firm, illustrates how the video game industry is 

perceived as being successful, which does not always have to be the case. In comparison with more 

traditional businesses and products, the video game industry is special as firms are more elusive and 

products have shorter lifespans (Swedish Games Industry, 2016). The industry has gained immense 

attention in various forums globally, such as academics, businesses, investors, politicians, analysts and 

the public (e.g. Thang, 2008; Goldberg, 2015; Ström, 2017; Deloitte, 2016; Shankar & Bayus, 2003; 

Zackariasson, Walfisz & Wilson, 2006; Björkman, 2016). People are more commonly playing video 

games in different forms with others from all over the world (Newzoo, 2016). The games are accessible, 

diverse and engaging as they can be played on several different delivery platforms, such as TV/consoles, 

tablets, smartphones and media players (ESA & NPD group, 2017; Newzoo, 2016). Subsequently, 

“[c]onsumers have more options to purchase and enjoy entertainment software than ever before, while 

developers have more and easier ways of delivering that content” (ESA & NPD Group, 2017).  

Increasing opportunities and popularity of video games have resulted in a fast-growing video game 

industry (Newzoo, 2016). This growth can be seen in the market research firm Newzoo’s forecast, 

which estimates that the 2.2 billion gamers worldwide will give rise to USD 108.9 billion in game 

revenues at 2017 year-end, an increase of 7.8% from 2016’s revenue of USD 101.1 billion (McDonald, 

2017). This could be compared with the worldwide film industry, which recorded USD 38 billion 

revenue in 2016 (Statista, 2017). The global video game market is further estimated to rise to USD 

128.5 billion by 2020, marking a growth of 6.5%. These projections are unsurprisingly dominated by 

the large economies of China (USD 27.5 billion) that represents a quarter of the global revenues, and 

the United States (USD 25.1 billion) (McDonald, 2017). Nevertheless, also small countries are part of 

driving the global growth in the video game industry, such as Sweden, which has experienced a rapid 

growth of revenue doubling between 2013 and 2015. Sweden has some of the most successful 

independent developers in the world, some of the biggest developers, and an increasing number of 

innovative firms in-between (Swedish Games Industry, 2016). The video game industry is described as 

“a future hope for the Swedish economy” (Swedish Games Industry, 2016, p.28). Among the Swedish 

video game firms, King and Mojang are the largest, valued at USD 5.5 billion and USD 2.5 billion 

respectively in 2016 (Eurotech Universities, 2016; Badenhausen, 2016). Even though the industry is 

becoming increasingly important to the global economy, the area is still relatively uncharted, where 

research have so far focused on analyzing the involvement of gamers in product development (Jeppesen, 

2005; Jeppesen & Molin, 2003) and on mutually exclusive technology (Shankar & Bayus, 2003). 
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Thanks to digitalization, video game firms can instantly become a global actor without external help or 

having large resources in terms of monetary funds (Swedish Games Industry, 2016). Digitalization leads 

to an increased flexibility and the ability to find alternative resource combinations, as well as 

contributing to an increased specialization. However, to move into digital business is challenging since 

digital technologies provide new revenue streams and value-providing opportunities. Thus, firms need 

to adapt their business models (McDonald & Rowsell-Jones, 2012) and reconstruct established 

structures. These challenges often arise unexpectedly and they need to be solved fast. One of the largest 

challenges in the video game industry is the access to competence (Swedish Games Industry, 2016). 

The firms need to find answers to questions such as: how will firms continue to create world-class 

games, how will they reinvent themselves, and how will they keep the gamers’ attentions (Swedish 

Games Industry, 2016, p.5). The firms struggle to find the right competence, which affect the firms’ 

long-term competitiveness. This industry differs from others as it relies on having a strong ability to 

acquire and integrate new knowledge in order to create new products (Marchand & Hennig-Thurau, 

2013). Consequently, exchange and incorporation of knowledge is crucial for the development of video 

games (Jöckel & Schwarzer, 2008). 

Fast-changing industries call for firms to adjust quickly to changes in their external environment 

through dynamic capabilities, which is to integrate, create and reconfigure competences (Teece, Pisano 

& Shuen, 1997; Barreto, 2010). Firms will experience benefits in their environments if they have the 

knowledge of how and at what time to reconfigure their capabilities and resources, and thus implement 

changes in the firms (Teece et al., 1997; Barreto, 2010). Resources and capacities are built, integrated, 

recombined and dispersed throughout the product development (Prieto, Revilla & Rodriguez-Prado, 

2009). In the video game industry, the product development is known to be highly business-oriented, 

artistic, intellectual and technical (Swedish Games Industry, 2016). The firms’ capabilities have a large 

impact on their survival as they are reflected in the activities that determine the outputs (Zahra & 

George, 2002). The competences in the product development are shaped by the firms’ dynamic 

capabilities, and an organizational context that is characterized by a combination of independence, 

performance management, support and trust, which facilitate dynamic capabilities for continuous 

improved product development (Prieto et al., 2009). In order to develop new innovative products, firms 

need to develop their absorptive capacity, which is part of their dynamic capabilities (Zahra & George, 

2002). Since most firms are acting on the global market, it is important that firms have both external 

and internal orientation in order to learn and innovate for the global market (Teece, 2014). 

As mentioned earlier, Swedish Games Industry (2016) argues that there is a bright future for Swedish 

game developers. However, there are many challenges that need to be overcome, such as accessing and 

competing for competence and qualified personnel (Swedish Games Industry, 2016). Even though 

Swedish game developers have become a global phenomenon, where investors are pouring in capital 

early, some investors are starting to warn others that it is risky to invest in this industry, as they argue 
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it is impossible to determine if a new game will be successful or not (Wallenberg, 2017). One of 

Sweden’s largest, listed game developers Starbreeze that previously raised quickly, now recorded 

increased losses of SEK 35 million for Q1-17 (Carlsson, 2017). As a producer of a small sized firm in 

Sweden states, “of all the games that are released, there are very many games that fail and very few 

who succeed" (Appendix 9). Thus, it seems to be difficult to find what really determines the success of 

games. 

1.2 Research aim  
The aim of this thesis is to examine how Swedish video game firms are managing their dynamic 

capabilities. More specifically, the focus is on dynamic capabilities in terms of absorbing knowledge 

when developing products and how they affect product performance. This thesis provides insights and 

evidences to research on dynamic capabilities in the video game industry in Sweden, through an analysis 

of quantitative data from a survey answered by Swedish video game firms. However, it is difficult to 

measure and compare product performance since research is inconsistent in how to measure 

performance (Constantine, Neil, Leonidas & Hult, 2016). Particularly the performance of video games 

is difficult to measure since traditional financial measurements may not be applicable. Nevertheless, we 

aspire to investigate if existing theories can be applied to this new industry or if there is a need to adapt 

and develop new theories for this phenomenon.  

1.3 Research question 
Based on the problem background, the research question is: Are dynamic capabilities in terms of 

knowledge positively related to product performance? 

1.4 Contribution  
There is limited research on how firms in the video game industry manage their dynamic capabilities 

during the product development. Consequently, more insights and knowledge about the video game 

industry is needed to increase awareness on how this industry manages dynamic capabilities. This 

thesis’ contributions benefit both academia and practitioners. The academic contribution is to extend 

previous research in the area of dynamic capabilities, absorptive capacity, and provide new insights into 

the Swedish video game industry. The managerial implications are to provide a deeper understanding 

of how this rapid growing industry affects businesses, policymakers, and society, as well as how 

managers in the Swedish video game industry should handle the firms’ dynamic capabilities. 

  



 

7 

2. Literature review  
This section describes the resource-based view, which gives rise to the dynamic capability view, 

focusing on the firms’ knowledge that provides competitive advantages. Further, absorptive capacity 

theories are presented to explain how well firms absorb new knowledge to develop their dynamic 

capabilities.  

2.1 Resource-based view 
The resource management literature has different explanations to why firms are competitive and how 

they need to adapt to the environment (Penrose, 1995; Lam & White, 1999; Jaffee, 2001; Sirmon, Hitt 

& Ireland, 2007). The resource-based view states that in order to adjust to the environment, firms are 

required to oversee their resources (Sirmon & Hitt, 2003; Sirmon et al., 2007; Sirmon, Hitt & Ireland, 

2011). Resources are defined and perceived differently by academics. Barney (1991) classify resources 

into distinct categories, such as organizational assets, processes, capabilities, attributes, knowledge, and 

information that are managed and used for strategy implementation (Barney, 1991). According to 

Barney (1991), firms can achieve competitive advantage when their resources are valuable, rare, 

inimitable, and non-substitutable. Grant (1991) differentiates between resources and capabilities, where 

resources are “inputs into the production process” (p.118), and capabilities are “the capacity for a team 

of resources to perform some task or activity” (p.119). Many scholars focus on capabilities, which are 

defined by Helfat and Peteraf (2003) as “the ability of an organization to perform a coordinated set of 

tasks, utilizing organizational resources, for the purpose of achieving a particular end result” (p.999). 

Capabilities are essential for effectively creating value, thus giving firms their main source of 

competitive advantage, which in turn contributes to superior performance (Barney, 1991; Grant, 1991; 

Krasnikov & Jayachandran, 2008; Makadok, 2001; Day, 1994; Teece et al., 1997; Winter, 2003).  

The resource-based view perceives firms that have exceptional structures and systems as profitable due 

to that they have considerably lower costs, or provide considerably higher product performance or better 

quality (Teece et al., 1997). However, critics of the resource-based view argue that it is static and 

unsuccessful to consider conditions that are unpredictable, such as rapid changes in technologies and 

markets (Wang & Ahmed, 2007; Eisenhardt & Martin 2000; Priem & Butler, 2001a, b). Others argue 

that the resource-based view fails to find the reason to why some firms are fortunate in high velocity 

markets, and why these firms can adapt quickly to rapid changes in their environments (Eisenhardt & 

Martin, 2000). Helfat et al. (2007) find that firms need to discover new ways to secure their growth and 

survival in the increasingly globalized economy, which is not possible with the resource-based view. 

2.2 Dynamic capability view 
The resource-based view fails to explain how firms’ current capabilities and resource base could be 

transformed, reconfigured and integrated to develop superior performance. The dynamic capability 

view on the other hand, takes these aspects into consideration as it both deals with the changes in the 
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environment and the organizational strategic changes (Teece et al., 1997). The dynamic capability view 

is a development of the resource-based view as it covers the evolutionary character of resources and 

capabilities (Wang & Ahmed, 2007). However, there is a difference between ordinary capabilities and 

dynamic capabilities (Winter, 2003). Dynamic capabilities are defined by Teece et al. (1997) as “the 

firm’s ability to integrate, build, and reconfigure internal and external competences to address rapidly 

changing environments” (p.516). Ordinary capabilities include “the performance of administrative, 

operational, and governance-related functions that are necessary to accomplish tasks” (Teece, 2014, 

p.328). Dynamic capabilities are in contrast to ordinary capabilities exceedingly hard to equate among 

firms, due to that they are based in each firms’ unique processes, history and staff, which make them 

difficult to replicate (Teece, 2014). Firms that desire to become leaders in the market must use their 

dynamic capabilities to be creative and innovative (Johnson, Whittington & Scholes, 2011). 

The dynamic capability view arose as a modern view that combines ordinary and dynamic capabilities 

inside the firms, and connects internal resources to their external environment (Teece, 2014). Teece et 

al.’s (1997) definition of dynamic capability is concentrating on one firm attribute, which is 

competences, whereas some scholars argue that dynamic capabilities also incorporate routines and 

processes (Eisenhardt & Martin, 2000; Barreto, 2010), knowledge (Eisenhardt & Martin, 2000), and 

resources (Helfat et al., 2007). Some dynamic capabilities incorporate acquisition and alliance routines, 

which retrieve novel resources from external sources into the firm (Eisenhardt & Martin, 2000). Other 

examples involve processes such as knowledge transfer, product development routines, resource 

allocation and replication routines (Eisenhardt & Martin, 2000; Helfat et al., 2007). Apart from 

possessing generic attributes, dynamic capabilities are customized to the context that firms operate in, 

such as industries, functional departments, technologies, and organizations (Helfat et al., 2007).  

Teece (2014) argues that high performance requires dynamic capabilities so the firm can (i) sense, 

which include identification, development, co-development, and evaluation of technological 

opportunities in relation to customer needs; (ii) seize, which is the mobilization of resources to respond 

to needs and opportunities, and to seize the value of it; and (iii) transform, which is continued renewal. 

Engagement in sensing, seizing and transforming is essential if firms aim to sustain themselves, as 

changes occur among competitors, customers and technologies (Teece, 2007). Eisenhardt and Martin 

(2000) argue that dynamic capabilities cannot distinguish firms in terms of performance outcomes. 

However, Zott (2001) states that dynamic capabilities can contribute to large intra-industry performance 

differences, since they can bring strategies that are linked to performance outcomes. To accomplish 

high performance, dynamic capabilities must be integrated with effective strategies (Zott, 2001). There 

are two kinds of markets where dynamic capabilities display dissimilar attributes: (i) moderately 

dynamic markets, where changes pursue paths that are linear and predictable, and firms depend highly 

on existing knowledge (Fredrickson, 1984); and (ii) high-velocity markets, where changes occur less 
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predictable and non-linear, boundaries between markets are fading, and structures are changing 

(Eisenhardt & Martin, 2000). 

Firms’ competitive advantages are depending on their dynamic capability in terms of knowledge 

creation and utilization (Zahra & George, 2002; Wang & Ahmed, 2007; Teece, 2014). Firms with strong 

dynamic capabilities are capable of boosting their strategic intent details and to quickly realize actions 

effectively (Teece, 2014). They will more likely to “ride successive waves of change across lines of 

business by renewing and leveraging the (fungible) services of their valuable and difficult-to-replicate 

resources” (Teece, 2014, p.339). However, it is unlikely for strong dynamic capabilities by itself to lead 

to competitive advantages, as hard-to-copy resources and exceptional strategies are needed for 

companies to be successful (Teece, 2014). There are instances where dynamic capabilities are only 

capable of creating value that is passable, which permit firms to only perform adequately. Even if 

dynamic capability creates value that is high, firms may not attain real advantage if the created value is 

not higher than competitors’. Dynamic capabilities can also have negative values, which means that the 

dynamic capabilities are weak and can diminish the firms’ outlook for the future (Teece, 2014). 

Several scholars have investigated the dynamic capabilities’ development in the product development 

(Danneels, 2002; Marsh & Stock, 2003, 2006; Verona & Ravasi, 2003). Prieto et al. (2009) define 

product development as “one of the mechanisms by which firms create, integrate, recombine and shed 

resources and capabilities” (p.314). It is a knowledge-based activity, which focuses on the knowledge 

processes when developing, producing and delivering new products. The product development could 

be compared to a dynamic capability since a transformation process is included in both of them 

(Danneels, 2002; Iansiti & Clark, 1994). The flexibility of product development is managed by the 

efficiency of the knowledge-creation cycle and the skills of knowledge management. These are greatly 

and directly affected by firms’ internal and external cooperation capabilities (Shankar, Mittal, 

Rabinowitz, Baveja & Sourish, 2013). Scholars find that within the first year of the product launch, the 

short-term financial performance is determined by the level of sales and profitability (Griffin & Page, 

1993; Montoya-Weiss & Calantone, 1994; Moorman & Miner, 1997). To short-term financial 

performance is affected by firm-level information processes (Moorman & Miner, 1997), which is the 

foundation for creating capabilities (Verona & Ravasi, 2003; Ahmed & Wang, 2007).  

2.3 Absorptive capacity 
An example of a dynamic capability is absorptive capacity, which Wang and Ahmed (2007) suggest is 

complex, multidimensional and process-based. Cohen and Levinthal (1990) define absorptive capacity 

as “the ability of a firm to recognize the value of new, external information, assimilate it, and apply it 

to commercial ends” (p.128). Zahra and George (2002) categorize absorptive capacity into four 

knowledge dimensions: acquisition, assimilation, transformation, and exploitation. These dimensions 

have different roles but complement each other when creating firms’ dynamic capabilities. The 
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acquisition dimension focuses on how well firms are capable of acquiring and identifying knowledge, 

which is generated externally and is fundamental for the operations (Zahra & George, 2002). 

Assimilation consists of routines and processes, which firms use to analyze, process, interpret, and 

understand the information collected from external sources (Kim, 1997a, b; Szulanski, 1996). The 

transformation dimension is created by modified knowledge, which determines how well firms are able 

to solve problems (Zahra & George, 2002). Transformation focuses on to what extent firms “develop 

and refine routines that facilitate combining existing knowledge and the newly acquired and assimilated 

knowledge” (Zahra & George, 2002, p.190). Exploitation is built on the routines that permit firms to 

prolong, leverage and refine, current competences, or to develop new ones by including knowledge that 

is acquired and transformed into their operations (Tiemessen, Lane, Crossan, & Inkpen, 1997; Van den 

Bosch, Volberda & De Boer, 1999; Zahra & George, 2002). These knowledge dimensions affect the 

firms’ abilities to maintain the knowledge that is needed to create other capabilities such as marketing, 

distribution and production. When all dimensions of absorptive capacity are in place, the firms can 

achieve superior performance (Barney, 1991).  

Zahra and George (2002) propose that absorptive capacity consists of two subgroups, potential 

absorptive capacity and realized absorptive capacity. The potential absorptive capacity includes 

knowledge acquisition and knowledge assimilation, which is how firms acquire new external 

knowledge and collect knowledge from external sources. The realized absorptive capacity focuses on 

knowledge transformation and knowledge exploitation, which derives new insights and discover the 

consequences of combining newly acquired knowledge and existing knowledge, with integrated 

transformed knowledge into operations (Zahra & George, 2002). However, firms that have the 

capabilities to acquire and assimilate knowledge might not be able to exploit and transform the 

knowledge into profits (Zahra & George, 2002). The realized absorptive capacity is the main 

determinant of improving performance, but since many firms fail to leverage potential absorptive 

capacity, they are unable to increase performance. The dimensions of realized absorptive capacity are 

expected to impact the performance by process and product innovation (Zahra & George, 2002), where 

transformation helps firms develop changes in current processes, and exploitation converts the 

knowledge into new products (Kogut & Zander, 1996). Zahra and George (2002) conclude that “firms 

with high efficiency ratios [between potential absorptive capacity and realized absorptive capacity] are 

likely to continually renew their operations and enjoy superior performance, especially in knowledge-

intensive industries” (p.200). 

Firms need to manage all knowledge dimensions (acquisition, assimilation, transformation and 

exploitation) effectively to improve their performance. If firms only focus on acquisition and 

assimilation of new information and knowledge, the firms may suffer from the costs of acquisition 

without benefits from exploitation. However, if firms overemphasize on transformation and 

exploitation, they can only accomplish a short-term profit via exploitation (Zahra & George, 2002). 
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This might cause firms to become blind to their environment and fall into a competence trap (Ahuja & 

Lampert, 2001), which could lead to firms not being able to respond to environmental changes (Jansen, 

Van den Bosch & Volberda, 2005). A competence trap is for instance when firms focus too much on 

enhancing and polishing current knowledge, thus not discovering other knowledge sources. Despite that 

firms’ capabilities to absorb novel external knowledge can provide large benefits (Cockburn, Henderson 

& Stern, 2000; Zollo & Winter, 2002), organizational antecedents may have diverse impacts on the 

absorptive capacity dimensions, which lead to varying performance outcomes (Jansen et al., 2005). 

2.4 Literature summary 
The literature review provides an understanding of the thesis’ research area. The theories on dynamic 

capability explain how firms in fast-changing environments need to manage their capabilities in terms 

of absorbing knowledge, which in turn may increase product performance. To further comprehend the 

knowledge part of dynamic capability, the absorptive capacity view explains how firms acquire, 

assimilate, transform and exploit the knowledge for commercial ends. The literature review is 

summarized in Table 1.  
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Themes Concepts Description References 

Dynamic 
Capability 

Knowledge 
Part of a firm’s dynamic capabilities, 
providing a foundation for competitive 
advantage; can be created with external 
connections; situation-specific 

Teece et al., 1997; Barney, 1991; 
Eisenhardt & Martin, 2000; Helfat et 
al., 2007 

Absorptive 
capacity 

Knowledge 
dimensions 

A firm’s absorptive capacity is how well 
it manages its knowledge; the four 
dimensions of absorptive capacity create 
other capabilities such as marketing and 
distribution 

Cohen & Levinthal, 1990; Zahra & 
George, 2002; Barney, 1991; Mowery 
& Oxley, 1995 

Acquisition Approaches to acquire new knowledge Cohen & Levinthal, 1990; Zahra & 
George, 2002 

Assimilation 
Approaches to interpreting and 
understanding knowledge 

Cohen & Levinthal, 1990; Zahra & 
George, 2002, Kim, 1997a, b; 
Szulanski, 1996 

Transformation 
Approaches to adapting knowledge Cohen & Levinthal, 1990; Zahra & 

George, 2002; Kogut & Zander, 1996 

Exploitation 
Approaches to value creation from 
knowledge 

Cohen & Levinthal, 1990; Zahra & 
George, 2002; Kogut & Zander, 1996; 
Tiemessen et al., 1997; Van den Bosch 
et al., 1999 

Product 
Development  

One of the mechanisms by which firms 
create, integrate, recombine and shed 
resources and capabilities; knowledge-
based activity that develops, produces 
and delivers new products 

Shankar et al., 2013; Backmann et al., 
2015; Wagner, 2010; Wu & Ragatz, 
2010; Verona & Ravasi, 2003; Prieto et 
al., 2009; Danneels, 2002; Marsh & 
Stock, 2003, 2006; Iansiti & Clark, 
1994 

Performance 
Product 
Performance 

The short-term financial performance is 
determined by the level of sales and 
profitability 

Griffin & Page, 1993; Montoya-Weiss 
& Calantone, 1994; Moorman & 
Miner, 1997 

Table 1. Literature summary 
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3. Research Hypotheses 
The following section reviews theories and research that focus more specifically on the identified 

knowledge sources: market knowledge, project team, counterpart and communities. Each part includes 

theories covering the questions of the survey used in this thesis, which will be presented later on. The 

parts end with hypotheses that summarizes the review. 

3.1 Market Knowledge        
Market knowledge is knowledge that is connected to firms’ relationships with competitors and 

customers (Eriksson & Chetty, 2003; Bruni & Verona, 2009). Eriksson and Chetty (2003) find that 

market knowledge in the continuous business is depending on firms’ absorptive capacity that is 

achieved in bilateral relationships with customers, and customers’ network. Dynamic capabilities 

involve activities, where one is to identify the demands that are not satisfied, and activate resources so 

that profit can be made from satisfying those demands (Teece, 2014).) Firms acting in high-velocity 

markets are required to have dynamic capabilities, which depend largely on novel knowledge formed 

for particular situations (Eisenhardt & Martin, 2000; Teece et al., 2007). This is due to that high-velocity 

markets are highly dynamic, where there are no clear market boundaries or successful business models, 

and where market actors (suppliers, customers, complementors, competitors) are constantly changing. 

However, dynamic capabilities could break down in high-velocity markets, as it is more difficult to 

retain processes within firms in this kind of environment (Teece, 2014). 

 

The firm performance is affected by the use of dynamic capabilities and organizational resources (Teece 

et al., 1997). Eisenhardt and Martin (2000) explain that the variety in firm performance depends on 

when firms start to develop their dynamic capabilities. Eventually, these dynamic capabilities turn into 

a standard in the industry, where the key features of the firms’ dynamic capabilities are alike. Cockburn 

et al. (2000) find that variety in performance appear from the various paths of development that firms 

pursue and when the dynamic capabilities are deployed. Zott (2001) argues that dynamic capabilities 

contribute to organizational change since they are embedded in the processes of the organization. The 

dynamic capabilities can help organizations obtain competitive advantage by reshaping their resource 

base and adjusting to changing market conditions (Zahra & George, 2002). Changes in the market 

environment can cause capabilities to not being useful anymore, where the costs of keeping the 

capabilities can become so large that firms want to pay to discard them. This is due to the function of 

capabilities is worse if they are not utilized, which makes them expensive to keep (Helfat et al., 2007).  

 

Cohen and Levinthal (1990) argue that firms need to have prior related knowledge to be able to 

successfully learn and absorb new knowledge. The prior related knowledge is suggested to increase the 

firms’ memories, which are closely connected to product performance (Walsh & Ungson, 1991; Cohen 

& Levinthal, 1990; Zahra & George, 2002). When firms have high organizational memory and new 
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product creativity, research finds that efficiencies are increased and it is more likely to have earlier 

successes repeated, thus increasing short-term financial performance (Cyert & March 1963; Duncan & 

Weiss 1979; Walsh & Ungson 1991; Moorman & Miner, 1997). Moorman and Miner (1997) argue that 

organizational memory is affected by technological turbulence, which is the rate of change affiliated 

with novel product technologies, and market turbulence, which is the degree of change in the balance 

of customers and their demands. New products that have better performance usually have more 

technological and marketing synergies between the firms’ current competences and new products 

(Montoya-Wiess & Calaton, 1994; Varadarajan, 1983; Zirger & Maidique, 1990; Moorman & Miner, 

1997). 

The transformation capability focuses on how well firms develop and refine processes combined with 

existing knowledge. For this to be possible, firms have to add or delete knowledge or interpret the same 

knowledge in a different way (Zahra & George, 2002). The knowledge is transformed when firms 

manage to recognize two incoherent information sets and integrate them to create a new composition. 

The process is known as bisociation, which provides novel insights and identifies opportunities. 

Bisociation changes how firms perceive themselves and their competitive environment. This leads to 

new competences being recognized (Zahra & George, 2002). To combine the new knowledge into the 

firms’ operations and products, firms must use their exploitation capability. The knowledge from the 

firms’ markets, competition and customers give rise to new competencies (Zahra & George, 2002). 

When knowledge exploitation is in place, the realized capacity can be evolved, thus leading to increased 

performance and competitive advantages (Zahra & George, 2002; March, 1991; Liebeskind, 1996). We 

hypothesize:  

H1. To have Market Knowledge about the market is positively related to product 
performance. 

3.2 Project Team    
Teams are defined by Bell (2007) as “[u]nits of two or more individuals who interact interdependently 

to achieve a common objective” (p.595). The product development is often constituted by a project 

team that could be influenced by external factors and differ in terms of effectiveness, which affect the 

team-level absorptive capacity. Team-level absorptive capacity is when firms absorb external 

knowledge from their partners, and then assimilate and transform the knowledge to apply it to the 

product development. Subsequently, the entire team must interpret, analyze and maintain the new 

knowledge (Backmann et al., 2015). Through close interactions with other project teams, firms can 

absorb tacit knowledge, which could lead to competitive advantages and better team performance 

(Griffith & Sawyer, 2010). During the knowledge transfer, factors such as similarity and diversity 

among the team members, can both drive or slow down members’ interaction, as well as individual and 

team performance (e.g. Bell, 2007; Hülsheger, Anderson & Salgado, 2009; Nederveen Pieterse, Van 

Knippenberg & Van Dierendonck, 2013; Webber & Donahue, 2001). Backman et al. (2015) find that 
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some attributes in teams, such as similar working habits, contribute to enhanced absorption of 

knowledge, which increase the product performance. 

The firm-level transformation capability involves general knowledge such as demands and trends in the 

market. In contrast, the transformation capability on team-level involves finding external knowledge 

that could be beneficial to complete the teams’ project (Jansen et al., 2005; Backmann et al., 2015). The 

external information is then incorporated into the joint project and exploited, which is the team-level 

exploitation capability (Cohen & Levinthal, 1990; Zahra & George, 2002). For this to be possible, firms 

need to have routines, which support firms to exploit their knowledge (Tiemessen et al., 1997; Van den 

Bosch et al., 1999). If firms operate in high-velocity markets, their dynamic capabilities would likely 

collapse if they did not have fixed routines since simple rules are less stable (Teece, 2014; Eisenhardt 

& Martin, 2000). Teams that follow routines are able to create tasks that do not need much attention, 

which restrains the pursuit for novel external knowledge and limits the information processing scope 

(Jansen et al., 2005). However, routines induce employees to only facing a few exceptions and 

problems, which may hinder the interaction among team members, thus reducing the team members’ 

range to interpret the novel external knowledge (Jansen et al., 2005). Jansen et al. (2005) discover that 

routinization has a negative impact on the transformation capabilities of the team’s realized absorptive 

capacity. On the other hand, some research states that the team’s ability to transform and exploit the 

external knowledge is increased thanks to codification efforts by formalization. Routinization gives 

structures that are efficient for collective action, which reduces the efforts of implementation and 

decision-making (Jansen et al., 2005). Rules, procedures and routines have an important role in learning 

and making decisions. These could be affected by the external environment and are likely formed to 

contribute to a positive firm outcome (Van den Bosch et al., 1999). The teams use external knowledge 

to benefit the joint project when making important decisions (Dahlin, Weingart & Hinds, 2005). 

Therefore, firms’ absorptive capacity depends on their teams that face other firms and units. 

Eisenhardt (1989) finds that firms acting in high-velocity markets and are successful, have teams that 

use more information, identify alternatives, and resolution methods when making decisions. The team 

processes, and how team members’ knowledge complement each other, are key factors to accomplish 

better firm performance (Backmann et al., 2015). The actions taken by the project teams influence the 

effectiveness and efficiency of the product development (Van den Bosch et al., 1999). Prieto et al. 

(2009) find that knowledge integration in product development entails combining knowledge and skills 

of people from different departments to design and develop a specific product. To reconfigure 

knowledge in product development, firms need to establish flexible teams and relationships (Prieto et 

al., 2009). To be able to learn successfully, the employees need to have prior related knowledge, which 

do not differ between problem solving and learning capabilities, and therefore do not affect the creative 

process (Cohen & Levinthal, 1990). The abilities and methods to solve problems are affected by prior 

related knowledge of team members since they can acquire similar problem solving capabilities. The 
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team members’ knowledge have large impact on increasing the quality and performance outcome of the 

product development (Van den Bosch et al., 1999). We hypothesize: 
H2. To share and use new knowledge in the Project Team is positively related to product 
performance.      

3.3 Counterpart  
Firms use their external partners to access different networks that consist of resources, information and 

knowledge (Teece, 1992). Firm performance depends highly on the cooperation and competition from 

other firms. The competitive environment of firms impact the evolutionary fitness of dynamic 

capabilities, where competition will heighten if all firms in the market have similar dynamic 

capabilities. The evolutionary fitness is how well dynamic capabilities facilitate the firms’ chances to 

prosper and grow by building, altering or widen their resource base. The increased competition makes 

it harder for firms to endure and thrive, thus the evolutionary fitness will decrease. On the contrary, 

when firms collaborate to create a product or a market, they can collectively enhance their evolutionary 

fitness leading to technical fitness, which increases the products’ quality and reduces the costs (Helfat 

et al., 2007). Firms’ technical fitness depend on how well the new product performs in comparison to 

its function. However, if the product requires firms to have innovative dynamic capabilities, it could 

result in higher product quality and at the same time higher costs due to costs of Research and 

Development (R&D). In order to create a sustainable competitive advantage with dynamic capabilities, 

both external and internal orientation is required by management, where learning and innovation are 

global. In this way, multinational firms are able to learn across diverse geographies (Teece, 2014).  

There are different factors that affect the success of inter-organizational product development, such as 

communication, cooperativeness, and the partners’ skills and knowledge (Athaide, Stump & Joshi, 

2003; Hoegl & Wagner, 2005; Sivadas & Dwyer, 2000). Knowledge acquisition is how well the 

recipient team can find and attain knowledge from its external partner, and how much dedication in 

terms of speed and direction is behind acquiring the knowledge (Szulanski, 1996; Zahra & George, 

2002). The speed determines the quality of firms’ acquisition capabilities, whereas the direction of 

collecting knowledge determines which way firms will go to obtain more external knowledge (Rocha, 

1997). During the product development, it is crucial to be aware of how well actors acquire and 

assimilate new external knowledge from their partners (Cohen & Levinthal, 1990; Zahra & George, 

2002). However, Hoegl and Wagner (2005) find that previous research has concluded that there is no 

relationship between the involvement of external partners in the product development and product 

performance.  

The project performance is influenced by the external partners’ knowledge and the strategic similarity 

between partners (Wagner, 2010; Wu & Ragatz, 2010). If customers and suppliers are similar to each 

other, it will increase the product efficiency and effectiveness (Wagner, 2010), where the interaction 

will likely contribute to better expertise and knowledge (Larzarsfeld & Merton, 1954). The similarity 
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between the external partner and the firms affect the outcome, which is driven by three aspects linked 

to team absorptive capacity: social-category similarity, work-style similarity, and knowledge 

complementarity (Backmann et al., 2015). In order to analyze, process and interpret the collected 

information from external sources, it is necessary to use the assimilation capability that consists of 

routines and processes (Kim, 1997a, b; Szulanski, 1996). For this to be possible, firms need to have 

prior related knowledge, since “learning is cumulative, and learning performance is greatest when the 

object of learning is related to what is already known” (Cohen & Levinthal, 1990, p.131). Therefore, if 

the knowledge base is wide, it increases the possibility that new information will relate to already 

existing knowledge (Cohen & Levinthal, 1990). The firms that are too similar to their counterparts will 

not complement each other with knowledge since their knowledge bases are overlapping, thus leading 

to no new knowledge is created (Anand, Clark & Zellmar-Bruhn, 2003). The teams will then not be 

able to absorb the knowledge that is needed to trigger innovation (Gebert, Boerner & Kearney, 2006). 

To minimize this risk, firms should establish standards of how to work together and how to 

communicate (Backmann et al., 2015). 

Firms that act in diversified and changing business environments should value intangible assets (such 

as relationships) higher than having sufficient strategies, in order to develop strong dynamic 

capabilities, which will likely increase performance (Teece, 2014). Eisenhardt and Martin (2000) state 

that in the knowledge creation process, there is a specific connection between principal firms and 

outside knowledge resources. Research finds that these external connections with e.g. scientists from 

other firms or universities, informal relationships, and alliance relationships, result in effective 

knowledge creation and enhanced R&D performance (Henderson & Cockburn, 1994; Powell, Koput & 

Smith-Doerr, 1996; Eisenhardt & Martin, 2000). The external sources of knowledge are important in 

order to remain competitive and to ease this process, firms can establish alliances with customers or 

suppliers, and together develop products and technologies (Bindroo, Mariadoss, & Pillai, 2012; Ireland, 

Hitt & Vaidyanath, 2002). Firms that create alliances and thus increase their information inflow, tend 

to have higher performance compared to firms that are not connected to alliances (Kale, Dyer & Singh, 

2002). We hypothesize: 

H3. To receive information from the Counterpart is positively related to product performance.  

3.4 Communities 
Communities are described as a group of people who exchange common objectives or interests regularly 

within a knowledge area (Amin & Cohendet, 2004). Some scholars argue that firms’ existing resources 

may affect the success of their relationships with the communities. For instance, “firms with an 

advanced stock of knowledge-intensive resources may have the absorptive capacity to capitalize on 

exploration opportunities with Player communities” (Burger-Helmchen & Cohendet, 2011, p.325). In 

order for communities to be valuable, firms need to successfully use their “abilities to access, align and 

assimilate the production of the communities” (Ibid, p.318). The goals that firms have toward different 
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communities are to assimilate communities’ output, where firms can utilize the works done by 

community members (Burger-Helmchen & Cohendet, 2011). 

Communities can be built around brands, especially around large firms that have strong brand images 

(Muniz & O’Guinn, 2011). The majority of the created value in the video game industry is formed by 

communities, which firms are not directly in control of (Burger-Helmchen & Cohendet, 2011). Firms 

often share a large portion of their competences to user communities in terms of production, exchange 

and accumulation of knowledge. The communities are valuable knowledge sources as they are seen as 

authentic experts of video games (Burger-Helmchen & Cohendet, 2011; Adler, 2001). Wenger, 

McDermott and Snyder (2002) view communities as competence units of passionate individuals that 

want to work on a specific knowledge domain (Burger-Helmchen & Cohendet, 2011). Communities 

can be split into two groups: user communities, and specialist communities. The specialists include 

graphic artists, script writers, game designers, software programmers and sound designers. Firms need 

to manage their relationships with their communities, since they are becoming more specialized. The 

communities support firms by promoting their brands, disperse loyalty, or serve as sources for ideas 

(Burger-Helmchen & Cohendet, 2011).  

The communities facilitate the communication between users and game developers (Gidhagen, Ridell 

& Sörhammar, 2011). The distinction between producers and users is fading as the users are also 

developing technologies and products (Burger-Helmchen & Cohendet, 2011). There are instances 

where firms create components of games by working together with user communities to attain a new 

product, which is known as co-development (Neale & Corkindale, 1998). The interaction between user 

communities and firms has increased immensely in both quality and intensity due to the co-development 

(Burger-Helmchen & Cohendet, 2011). By integrating products and communities, the firms face strong 

demands connected to challenges and resources, especially to the firms’ activity coordinations (Burger-

Helmchen & Cohendet, 2011). Hence, it is challenging for managers to sustain and expand their 

absorptive capacity to comprehend and adjust to the demands of communities. In order for firms to 

leverage the capabilities and save resources, the firms should connect the product development to 

communities (Burger-Helmchen & Cohendet, 2011). Gidhagen et al. (2011) recognize that communities 

usually have managers that act as official representatives assigned by the firms to monitor the 

community activities. The community managers have the responsibility to identify valuable information 

in the communities by being observant and attentive to the users’ reactions to the firms’ actions and 

interactions with customers (Gidhagen et al., 2011). 

There are several benefits as a result of information flow and exchange with communities. The product 

development is enabled by more insights, where firms are better positioned to completely comprehend 

the meaning, deduce the relevance of insights, and take courses of actions (Atuahene-Gima, 2005; 

Gatignon & Xuereb, 1997). Mu (2015) recognizes that market sensing, partner linking and customer 
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engaging need to be combined for the firms to successfully develop new products. Communities may 

contribute to reduction of production costs or add features to the games. However, reducing costs is 

usually not the main goal of involving communities, it is rather to take advantage of users’ creativity 

(Burger-Helmchen & Cohendet, 2011). Hargadon and Bechky (2006) propose that consumer 

interactions generate new discoveries and interpretations. 

Although using communities is valuable in the game development, it will not automatically generate 

profits. Some studies show that strategies based on using communities do not provide the expected 

product performance (Zackariasson, Walfisz & Wilson, 2006; Hesselbein, Goldsmith & Somerville, 

2001). In the initial stage of the relationship with communities, performance is negatively impacted. In 

later stages, the performance is improved as experience leads to learning by doing, where firms can 

develop their capabilities and knowledge necessary for their coming products (Burger-Helmchen & 

Cohendet, 2011). Thereby, communities can enable firms to benefit from market opportunities by 

exploiting available capabilities and resources. Consequently, firms are able to attain cost advantages 

by creating new game content at no marginal cost, which leads to increased performance (Burger-

Helmchen & Cohendet, 2011). Performance is enhanced when community diversification is involved 

in product development, which is facilitated by the community enabling the product to be utilized by 

many consumers. Ultimately, co-development with communities has potential to contribute to new 

experiences and knowledge that can be utilized for marketing and creativity of new products (Burger-

Helmchen & Cohendet, 2011). We hypothesize: 

H4. To use information from Communities is positively related to product performance.  

3.5 Research Model and Summary of hypotheses 
The literature review and research hypotheses constitute the research model (Figure 1). Four potential 

knowledge sources that are part of the firms’ dynamic capabilities are identified: Market Knowledge, 

Project Team, Counterpart, and Communities. The first two knowledge sources are internal knowledge 

sources since the knowledge is stored within the firm. The other two are external knowledge sources 

since the knowledge at a large extent is stored outside the firm (Figure 1). These two aspects contribute 

to a deeper understanding of the knowledge sources, and are further elaborated in Analysis and 

Discussion. The model’s main theory, dynamic capabilities, is displayed to the left in Figure 1, where 

the different knowledge sources are included since they are part of, and enable the progress of dynamic 

capabilities. The knowledge from these sources are affected by the firms’ absorptive capacities, which 

eventually lead to the firm outcome where the knowledge sources are argued to be positively related to 

product performance, shown as plus signs by the hypotheses (H1-H4). The firm outcome is the product 

performance, which is based on the respondents’ perception of profit and sales volume of a particular 

video game.  
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Figure 1. Research Model 

Based on the theories, we have developed four hypotheses (Table 2). The keywords are presented to 

give a better understanding of the connections between the theories and the knowledge sources.  

K        Knowledge 
    source Hypothesis Key words 

Market 
Knowledge 

H1. To have Market Knowledge about the 
market is positively related to product 
performance. 

Transformation, exploitation, high-velocity 
markets, organizational memory, bisociation, 
pre-knowledge, realized absorptive capacity 

Project Team 
H2. To share and use new knowledge in the 
Project Team is positively related to product 
performance. 

Assimilation, transformation, exploitation, team-
level absorptive capacity, knowledge transfer, 
pre-knowledge, realized absorption capacity 

Counterpart 
H3. To receive information from the 
Counterpart is positively related to product 
performance.  

Acquisition, assimilation, potential absorptive 
capacity, evolutionary fitness, innovative 
capabilities, project performance, inter-team, 
partner-specific absorptive capacity, alliances 

Communities H4. To use information from Communities is 
positively related to product performance. 

Acquisition, assimilation, exploitation, 
knowledge-intensive resources, co-development, 
community management, competence unit, 
potential absorptive capacity 

Table 2. Summary of Hypotheses 
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4. Data and Method 

4.1 Research design and strategy 
Research within the Swedish video game industry is limited, and there are many aspects that could be 

investigated. Consequently, we joined a research project at Uppsala University that uses a survey 

strategy to examine this industry (Appendix 1). In order to make the analysis as relevant as possible, 

and make it easier for the respondents to answer the questions, the focus of the survey is on the 

development of a specific game rather than general game development. Thus, by asking them to have a 

specific game in mind, we receive more specific answers that are comparable, which decreases the 

likeliness of collecting non-specific answers. The interviewees can more easily remember details about 

a specific game, which reduces bias when the interviewees are exemplifying and specifying how the 

process went. This increases the likeliness of receiving answers on how they are operating rather than 

how they would like to operate.  

The survey strategy is often connected to the deductive approach, which involves going through theory 

and the hypotheses deduced from it, and then drive the process of collecting data (Saunders, Lewis & 

Thornhill, 2009; Bryman, 2008). The survey data helps us understand and analyze how firms manage 

their dynamic capabilities in terms of knowledge. Thus, the literature review includes theories about 

dynamic capabilities and absorptive capacity, which were chosen as they focus on how different 

knowledge sources are used and if they are related to product performance. The theories also covers 

how organizations in fast-changing markets cope with knowledge. Although there are many theories 

that are close to our subject, we have chosen to focus on dynamic capabilities and absorptive capacity 

to be able to cover the chosen questions in the survey with relevant theories. The absorptive capacity 

have four dimensions (acquisition, assimilation, transformation, exploitation) that we could dig deeper 

into with our different variables, but we have chosen to have more of a overview of them. The 

dimensions were included to give a better understanding of how firms absorb and use knowledge from 

the different knowledge sources. The chosen theories have given rise to four hypotheses due to their 

relevance of examining the research question, which the research model is based on (Figure 1). 

The thesis is mainly taking a quantitative approach by analyzing the collected data quantitatively. 

However, as the survey questions have been asked during an interview setting, quotes and additional 

valuable information are collected qualitatively (Appendix 9). Therefore, a more nuanced view is 

presented, which provides a deeper understanding of the industry. Yet, critics of the quantitative 

approach argue that the measurement process accommodates an artificial and inaccurate sense of 

precision and accuracy (Bryman & Bell, 2013). Cicourel (1964 in Bryman & Bell, 2013) argues that 

the quantitative research prerequisites that individuals answering the questions in a survey perceive the 

most important terms in the same way, which does not have to be the case. Nevertheless, we are 

interested in the respondents’ perception rather than actual numbers, which evidently their decisions are 
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based on. Also due to the different firms sizes, having the questions built on their perception by e.g. 

rating the sales volume from one to seven instead of actual numbers, make their answers more 

comparable. However, the scale of one to seven could be interpreted differently, where there is no 

absolute truth in their answers. Terminology that is usually based on numbers, such as performance, is 

in this case only based on the perception of how successful the product turned out to be. Another aspect 

to take into consideration is the time perspective. The games may be released at different times (between 

five months to five years), which could have impacted the perceived profit and sales volume. For 

instance, a video game that is only released a year ago may have sold less than a game that is released 

three years ago. 

The survey was designed by the research group at Uppsala University, where no changes have been 

made (Appendix 1). The survey was already designed and in use, which could be seen as a disadvantage. 

However, the survey helps to formulate our research question and give us a wider insight into the 

industry. The survey has three sections: (1) 'the firm and its markets’, (2) ‘game developing process and 

external collaborations’, and (3) ‘central relationships and networks’. This thesis is only focusing on a 

fraction of the survey, which considers the dynamic capabilities and their impact on product 

performance. The questions are based on the theories and are structured as both Likert scale and a 

fillable format. The Likert scale is displayed with visual aid as series of radio buttons (Appendix 1), 

with a scale of one to seven that is balanced on both sides from the middle option, which leads to less 

biased measurement. However, the recommendation is to have four or six points as having a middle 

option could be interpreted as a neutral option, which could cause statistical problems since that option 

may not fit into a statistical model. The scale should be conceptualized as a physical measurement and 

thereby a neutral option does not exist (Nemoto & Beglar, 2014). Therefore, in our thesis, the middle 

option is not meant to be neutral, but we are aware that some respondents may still perceive it as neutral. 

The survey mainly comprises questions or statements where respondents can choose from weaker 

endorsement (less agreement), to stronger endorsement (stronger agreement), where ‘1’ signifies either 

‘Very small’ or ‘Not true at all’, and ‘7’ denotes ‘Very large’ or ‘Completely true’ (Appendix 1).  

4.2 Population and Sample 
The population size is mainly based on the Swedish Games Industry’s report (2016), which recorded 

the number of video game firms in Sweden being 236 during year 2015. During the study more firms 

and subsidiaries were added that were not in the original list, thus resulting in a population size of 269 

(Table 3). The added firms are subsidiaries to conglomerates, firms that some respondents 

recommended us to interview, or newer video game firms that are established after Swedish Games 

Industry’s report (2016). The research project at Uppsala University aims to examine all of the Swedish 

video game firms, but since the research project extends the time frame of this study, we cannot include 

the entire population. The selection criteria include: the firm must be located in Sweden (or be a 

subsidiary located in Sweden), been part of developing a game, developed at least one game during the 
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last five years (so the respondent remembers and is able to give accurate answers), and released a game 

at least five months ago (so the respondents can answer questions regarding game performance). 

Some firms in the Swedish Games Industry’s (2016) list did not develop games, and some did not 

answer after several attempts or did not want to participate. These firms were therefore removed from 

the initial population. We are aware that these non-respondents are problematic as they can distinguish 

themselves from the rest of the sample, which can affect the results, leading to risks of biased data 

(Bryman & Bell, 2013; Saunders et al., 2009). The new population is 219 and out of these 131 were 

missing data, leading to a sample size of 88 (Table 3). The total response rate is 40% (88/219 = 0.402), 

which means that 40% of the firms are included in this study (cf. Saunders et al., 2009). 

Game development 219 
Not game development 50 
Initial Population 269 
    
New Population (Initial - Not Game) 219 
    
Respondents who said 'No' to participate 25 
Not being contacted or interviewed yet 106 
Missing data 131 
    
Firms in Sample (New population - Missing data) 88 
Response rate (Sample/New Population) 40% 

Table 3. Response analysis 

The spread in the sample are firms of different sizes and are located in different areas of Sweden 

(Stockholm, Gotland, Malmö, Gothenburg and northern Sweden). The sample was partly collected by 

us (40 observations) and partly by the research group (62 observations) in order to receive this spread. 

The firm sizes include, sole proprietorships with one employee, micro firms with fewer than ten 

employees, small size of 10-49 employees, medium size of 50-249 employees, and large size with more 

employees than medium sized firms (Swedish Games Industry, 2016). Table 4 displays the sample 

(including the firms that answered N/A on some questions) of video game firms in Sweden. 
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Firm type Size Frequency (n) Portion 
Sole proprietorship 1 14 14% 
Micro companies 2-10 53 52% 
Small companies 10-49 23 23% 
Medium companies 50-249 10 10% 
Large companies <200 2 2% 
  Total 102 100% 

Table 4. Firm types in sample 

Since the survey is divided into three sections, it could be argued that there are different populations for 

each part. Part 1 can only be answered once by each firm, but part 2 and 3 could be answered several 

times by the same firms and by respondents with different roles, depending on how many counterparts 

that have been involved and how many games they have released since 2012. In this study, twelve of 

the firms were interviewed twice and two of the firms were interviewed a third time about another game. 

Hence, there was a total of 88 participating firms out of the total 219 in the final population. However, 

since it is hard to tell exactly how many games all 219 firms have developed during the past five years, 

we have concluded that the population is all the video game firms in Sweden (219), where our sample 

is the number of surveys. However, since some of the surveys contained N/A answers, they were 

removed, which resulted in 82 surveys. This leads to a response rate of 37% (82/219 = 0.374) in terms 

of surveys, which means that 37% of the population is included in this study (cf. Saunders et al., 2009). 

However, in our descriptive statistics part later on we will include 102 observations so the questions 

that were answered with N/A are demonstrated as well. 

4.3 Data collection 
The surveys were conducted between February and April 2017 by interviewing the firms, which is 

known as interviewer-administered questionnaires (Saunders et al., 2009). Ten surveys were answered 

face-to-face and 30 surveys were conducted over Skype. To answer the survey via Skype, the screen 

was shared so the respondent had the possibility to view the questions. Interviewing in person could 

affect the answers since the person most likely has more time to answer the questions, which could lead 

to more complex answers and attendant questions (Saunders et al., 2009). However, since the interviews 

follow the same set of questions without adding any new ones regardless of their answers, we believe 

the different interview settings do not have much impact on the collected data (cf. Bryman & Bell, 2013; 

Saunders et al., 2009). The most frequent positions of the respondents were: Chief Executive Officer 

(37%), Founder (17%), Producer (10%), Chief Technology Officer (7%), and Designer (4%) (Table 5).  
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Respondent Position Frequency (n) Portion 
CEO 38 37% 
Founder 17 17% 
Producer 10 10% 
CTO 7 7% 
Designer 7 7% 
Creative Director 6 6% 
Developer 4 4% 
Owner 3 3% 
Project Manager 3 3% 
Executive Vice President 2 2% 
COO 2 2% 
Studio Manager 2 2% 
Marketing Manager 1 1% 
Total 102 100% 

Table 5. Respondent position 

This thesis mostly consists of primary data from the surveys, as well as some secondary data. This is 

due to that some respondents did not have the knowledge to answer, e.g. “How many employees does 

your counterpart have?” To answer these questions, we agreed with the respondents to retrieve 

secondary data from the firms’ websites. The survey consisted of 191 questions (Appendix 1), which 

led to the interviews lasting between 30 and 60 minutes, depending on if the respondent had more than 

one example of a game and/or a counterpart. All interviews were recorded, which was approved by the 

respondents in advance, however, recording can lead to contaminated data since the respondent may 

feel pressured to answer in a certain way (Saunders et al., 2009). The purpose of recording the interviews 

was to have the possibility to capture qualitative data such as quotes to add value to the analysis and 

discussion, share information with other researchers, and have a backup if a survey would accidentally 

be deleted. Lastly, the interviews were held in Swedish, which is the respondents’ and interviewers’ 

native language, thus the risk of language barriers is decreased. 

4.4 Definitions of concepts and Operationalization of variables 
In order to examine how Swedish video game firms manage their dynamic capabilities in terms of 

knowledge, the definitions of relevant concepts and operationalization of variables have been made to 

make them analyzable and measurable. The first concept is dynamic capability that we find recurring 

in the survey as knowledge, which we perceive as interchangeable with ‘information’, as it was 

expressed in a way that can be interpreted the same. Knowledge is examined from the absorptive 

capacity view and broken down into the concept knowledge sources. These sources have knowledge as 

the common denominator, but it is used and dispersed differently. We examine the knowledge sources 

as being dynamic capabilities of the firms, which are developed with help of absorptive capacity. 

Another important concept is video games, which we define as games that can be found digitally and 

played on one or more digital platforms. Video games are described by Cohendet and Simon (2007) as 
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a product that is cultural and consists of a complex blend of art, technology, and interactive storytelling. 

As some of the concepts are likely not known to the respondents, the survey questions were formulated 

around how knowledge is shared and absorbed among different parties in the product development.  

The four independent variables, Market Knowledge, Project Team, Counterpart, and Communities, are 

constructs of questions that determine if the firms have dynamic capabilities (Table 6). The market 

knowledge variable measures if firms possess the knowledge of their markets in terms of distribution, 

demands, needs, laws, language, values, financial and political systems. The project team variable 

measures how the project team share experiences, have discussions, evaluate the usage of external 

knowledge. The counterpart variable measures if the counterpart has provided the firms with important 

information about products, technology, market conditions and the international market. The 

communities variable measures the extent that firms use online communities as a source for knowledge 

about trends, markets, and demands during the product development. The knowledge sources are 

categorized as internal or external due to how we interpret their characteristics. Market knowledge and 

project team are seen as internal knowledge sources due to that either the knowledge itself or the 

individual possessing and interpreting the knowledge is inside the firm, i.e. employed by the firm. 

Therefore if the employee would leave the firm, the knowledge would leave as well. Counterpart and 

communities are perceived as external knowledge sources as they are outside the firm as a customer, 

user or external partner. Thus, if an employee would leave the firm, the knowledge would still be 

accessible for the firm through its counterpart or communities. The dependent variable is Product 

Performance, which consists of questions regarding the game’s success in terms of profitability and 

sales volume. We decided to investigate if the knowledge sources are positively related to the product 

performance, which is the perceived profitability and sales volume of the game in relation to the original 

goals. Since product performance is part of driving firms’ overall performance, we draw parallels from 

research on firm performance in general connected to the literature review. The item codes in Table 6 

are used for the analysis and discussion.  
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Variable Main question Question Item 
code 

Product 
Performance 

In relation to 
the original 
goals: 

The game is very successful in terms of profitability FP3 

The game is very successful in terms of sales volume FP4 

Market 
Knowledge 

In the foreign 
markets where 
we operate, we 
have good 
knowledge 
about: 

How our products are used MK1 
How our products are distributed MK2 

How the demand look like MK3 

How the customers' needs look like MK4 

Who are using our products MK5 

The financial systems CUL1 

The political systems CUL2 

Laws and rules CUL3 

Norms and values CUL4 
The languages that are used CUL5 

Project Team 
 
The project 
team: 

Shared knowledge among each other during the whole game development TRA1 

Discussed new knowledge from external sources TRA2 
Experienced difficulties in using new knowledge from external sources 
(reverse-coded) TRA3 

Shared practical experiences among them TRA4 
Perceived value in combining existing knowledge with new knowledge 
from external sources TRA5 

Considered changes in the market TRA6 

Had a clear picture of how the work should be carried out EXP1 

Had a clear division of responsibility areas EXP2 
Experienced difficulties to practically use external knowledge (reverse-
coded) EXP3 

Used external knowledge as foundation for decision making EXP4 

Evaluated continuously the usage of external knowledge EXP5 

Counterpart 

The counterpart 
has provided us 
with important 
information 
regarding: 

Products RV1:1 
Technology (hard- and software) RV2:1 

Market conditions RV3:1 

The domestic market OP2:1 
The international market IOP2:1 

Communities 
During the 
game 
development: 

User communities were of large advantage for us CSEN1 

We scanned through new trends in user communities CSEN2 

User communities made us aware of changing market conditions CSEN3 

Was the work team willing to listen to opportunities in user communities CSEN4 
We forecasted apparent trends in user communities before they were 
obvious CSEN5 

We could easily compare information from the user communities with 
other information sources CSEN6 

We reacted quickly to conversations in user communities CSEN7 

Table 6. Operationalization of variables 
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4.5 Data analysis  
Factor analysis is a ‘data reduction’ or interdependence technique that handles a big set of variables and 

searches for a way to ‘reduce’ or summarize the data by having a smaller set of components (Pallant, 

2016; Hair, 2006). This thesis uses the exploratory factor analysis approach since a set of questions are 

tested from the survey that constitute our variables, and examine what underlying factors can explain 

the intercorrelations (cf. Pallant, 2016). The hypotheses have a broad approach, and since we are not 

sure if there is a relationship between the independent and dependent variables, and there could be other 

aspects impacting the product performance, the exploratory approach is suitable. Before conducting the 

factor analysis, some survey questions were reversed coded since the questions were negatively worded 

(Table 6). N/A responses were coded as missing values in SPSS by list wise deletion. 

Factor analysis incorporates several steps. The selected variables and samples in the factor analysis are 

justified and elaborated. To test if the factor analysis is appropriate for the collected data, a preliminary 

analysis is carried through. Factors are then retained, displayed, and rotated to identify if there are 

variables that should be excluded in the constructs. Lastly, the constructs’ reliability are assessed by 

using the Cronbach’s alpha test. The recommendation is to use a sample of 100 or more for factor 

analysis (Hair, 2006; Pallant, 2016; Tabachnick & Fidell, 2013) and not less than 50 cases (Hair, 2006). 

However, the rule of thumb is usually to have at least five observations for each variable that is analyzed, 

where a ratio of 10:1 is even more acceptable (Hair, 2006). The factor analysis includes five variables, 

which means that there are 16.4 (82/5) respondents per variable. Therefore, the sample size is enough 

to do a factor analysis, where there is a ratio of minimum five cases for each variable (cf. Pallant, 2016). 

After the factor analysis, a multiple linear regression analysis was conducted in order to provide a model 

that investigate the relationships the knowledge sources have with product performance. The multiple 

linear regression shows how well the variables can predict a specific outcome, thus allowing us to see 

which variable is the greatest predictor for the dependent variable. It contributes with information about 

the model’s subscales and the variables’ relative contribution to the model (individual subscales) 

(Pallant, 2010). The multiple linear regression model examines the predicting powers of the constructs 

focusing on the dependent variable, and it determines if the hypotheses are confirmed or rejected. 

Moreover, the same variables are tested in an ordinal logistic regression model in order to further 

strengthen the trustworthiness of the results. Finally, descriptive statistics are presented to illustrate the 

distribution of the respondents’ answers among the items in the variables, providing us with a more 

nuanced view of the results. 

4.6 Quality of the study 
In order for the data to be accurate and of value, we have confirmed that the data is both reliable and 

valid. Validation of the scale was carried out to ensure that the set of measures correctly represents the 

concepts (cf. Hair, 2006). Reliability analysis was conducted to test that each of the scales in the sample 
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were reliable (cf. Pallant, 2016). The tests showed that all variables were reliable by ensuring that the 

Cronbach’s alpha was above 0.7 (see Results part). However, the results cannot be generalized for the 

global video game industry since only Sweden is investigated, and the empirical findings are concluded 

from a limited set of data (Table 2). Yet, since the literature review, research model and conceptual 

framework were properly designed, our conclusions can contribute to research. Due to that our sample 

represents 37% of the population, small and large firms from entire Sweden, we are able to draw some 

conclusions about the industry in Sweden. 

The data is collected consistently, thus ensuring the questions’ validity and reliability. The survey 

questions are designed to ensure that the required data is obtained and the respondents interpret the 

questions in the intended way (Foddy, 1994). The design of the survey affects the response rate, validity 

and reliability (Saunders et al., 2009). To increase these aspects, the survey has been carefully designed 

with questions that are separate from each other. The survey has a clear structure with an explanation 

of the purpose in the beginning of the study (Bryman & Bell, 2013; Saunders et al., 2009). Therefore, 

if the tests of the thesis are repeated, we would most likely receive identical answers.  

The study minimized the participant error by letting the participator choose the time of the interview, 

leading to a reduced risk of the respondents being stressed or in a bad mood. To increase the probability 

that the respondents have appropriate knowledge to answer the questions, we requested to interview top 

management, such as CEOs, Founders and CTOs. If the respondent does not have enough knowledge, 

there is a risk that the respondents’ answers are guesses. Since 61% of the respondents were the top 

management the answers could be seen as trustworthy. Another threat to reliability is participant bias, 

which is minimized by ensuring anonymity and no possibilities to connect the answers to specific 

persons, games or firms (cf. Saunders et al., 2009). The results are not disadvantageous for anyone, 

therefore honesty in the answers may have increased (Saunders et al., 2009). Moreover, the survey has 

a retrospective approach since the purpose of the study is to capture the processes around the firms’ 

capabilities. The retrospective can lead to limitations since the respondent’s answers are based on 

memories, meaning that they could have a hard time recalling past events. To minimize this risk, the 

game being discussed had to be released within the last five years. However, we are aware that five 

years is quite a long time period, but since a game can take long time to develop and that firms often 

develop the games continuously, we came to the conclusion that five years was appropriate. 

The research group collected more than half of the data, and we have not participated in these 

interviews. However, we assume that the interviews have been conducted in line with the same 

standards, as the research group instructed us on how to execute the interviews. The majority of the 

interviews were performed over Skype, leading to no possibility to observe the respondents’ body 

language, which could have an impact on the validity of the interview (Saunders, Lewis & Thornhill, 

2012). However, since the interviews followed the same set of questions, the respondents’ body 
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language would not have created any attendant questions. Since the survey was done in an interview 

setting, it was possible to help the respondents understand the questions correctly and collect extra 

information, which are normally limitations of surveys (cf. Bryman & Bell, 2013). The survey was 

tested in advance, thus reducing the risk that the respondents would misunderstand the questions. The 

language of the survey and interviews is Swedish, meaning that there could be a translation issue when 

translating the survey questions (Table 6), and the quotes (Appendix 9) that appear in the analysis and 

discussion. To ensure that the questions and quotes are translated correctly we verified the translations 

with a third party.  
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5. Results 
In this part, the hypotheses are analyzed and measured towards the collected data from the 82 

observations. Firstly, a factor analysis has been carried out to assess if any of the relevant variables from 

the study should be eliminated from the constructs of the analysis. Secondly, by performing the 

Cronbach’s alpha test, the reliability of the constructs are tested. Thirdly, the hypotheses are tested by 

a multiple linear regression model, and an ordinal logistics regression model. Finally, descriptive 

statistics of the variables are presented by the end to visualize the data. 

5.1 Factor analysis 
The selected variables for factor analysis with the total number of items are displayed in Table 7. The 

items and variables are those that are subject to the dynamic capability knowledge and the dimensions 

of absorptive capacity. Consequently, the variables that are largely subject to for instance 

internationalization process, markets, adaptation, innovation and project size, are excluded in the factor 

analysis.  

Selected variables Type Number of 
items Code 

Product Performance Dependent 2 FP3-FP4 
Market Knowledge Independent 10 MK1-MK5, CUL1-CUL5 
Project Team Independent 11 TRA1-TRA6, EXP1-EXP5 
Counterpart Independent 5 RV1-RV3, OP2:1, IOP2:1 
Communities Independent 7 CSEN1-CSEN7 
Total 5 35   

 Table 7. Intended variables for analysis 

5.1.1 Preliminary analysis 
Since the correlation matrix shows multiple correlation coefficients with a minimum of 0.3 (Appendix 

2), it is established that factor analysis is suitable (cf. Pallant, 2016). The sample shows no correlations 

that are too high (i.e. above 0.9). Moreover, the KMO-value is 0.649 (Table 8), which is acceptable for 

continued factor analysis (Pallant, 2016). The KMO-value for each variable can be seen by the diagonal 

numbers with a small ‘a’ in the anti-image correlation matrix (Appendix 3). The items display KMO-

values above 0.6, therefore it was determined to keep all items. The Bartlett’s test of sphericity is 

significant as it showed p<0.001 (Table 8), which further supports that factor analysis is appropriate. 

The preliminary analysis tests show that the selected variables fulfill the criteria for factor analysis (cf. 

Pallant, 2016). 

Kaiser-Meyer-Olkin Measure of 
Sampling Adequacy 

0,638 

Bartlett's Test 
of Sphericity 

Approx. Chi-Square 1400,795 
df 595 
Sig. ,000 

Table 8. KMO and Bartlett’s Test 
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5.1.2 Factor extraction 
The factor extraction resulted initially in ten factors based on the Kaiser’s criterion (Appendix 4), which 

is to retain those factors that show eigenvalues larger than 1.0 (Pallant, 2016). Since Kaiser’s criterion 

often generate too many factors (Pallant, 2016), the scree plot is examined as well (Appendix 5). The 

scree plot discloses a break in the line after the fourth component, which indicates that the factors above 

the cut, account for the majority of the explanation of the data set’s variance (Catell, 1966). The first 

four factors show eigenvalues above 2, which represent 45.5 % of the variance, where the first factor 

shows 18.8 % variance. Moreover, the intended dependent variable product performance with the items 

FP3 and FP4 are loading together (Appendix 1). Hence, we exclude the dependent variable in the new 

factor analysis to make simplify further factor analysis. 

A new factor analysis is conducted where four factors are extracted instead of factors above eigenvalue 

of 1. The new component matrix (Table 9) reveals that the variables’ relative contribution to the four 

retained factors. It can be deduced from the component matrix that ‘CSEN’, ‘MK’, ‘CUL’ variables 

possess strong factor loadings to the first component. The ‘TRA’ and ‘EXP’ variables have higher factor 

loading on the second and third component, while some ‘MK’ and ‘CUL’ variables load negatively to 

the fourth component. Since there are both strong loadings above 0.5, and weaker loadings below 0.5, 

we extracted only four factors with loadings of 0.5 and above. The third component matrix (Table 10) 

shows the stronger factor loadings, where most items load to the first component and a few to the second 

and third. The last component shows none. 
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Table 9. Component Matrix 1          Table 10. Component Matrix 2  

5.1.3 Factor rotation and Interpretation 
In order to interpret what the factors represent, it is necessary to rotate the factors. It will not change the 

fundamental solution, but will display the loading pattern in a more simple way for interpretation 

(Pallant, 2016). Table 11 displays the rotated component matrix with varimax rotation where the four 

factors now have distinct loadings of different items. The orthogonal approach varimax rotation is 

chosen due to its ability to develop factor clusters that are more interpretable by “minimising the number 

of variables that have high loadings on each factor” (Pallant, 2016, p.186).  
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Table 11. Rotated Component Matrix  

The factor analysis demonstrates that it is feasible to build constructs from some of the originally 

planned variables, but eight of the initial items were excluded to create the final constructs as they 

possess weaker loadings. However, some intended variables are changed as the factor loadings grouped 

differently than the initial variables. For instance, the Project Team item EXP3 loaded to a completely 

different variable, Counterpart. Table 12 summarizes the final items that load together in the factor 

analysis. 

Selected variable Type Number of 
items Code 

Product Performance Dependent 2 FP3, FP4 
Market Knowledge Independent 6 MK3, MK4, CUL1, CUL2, CUL3, CUL4 

Project Team Independent 7 
TRA1, TRA2, TRA4, TRA5, EXP1, 
EXP2, EXP4 

Counterpart Independent 5 RV1:1, RV1:2, RV1:3, IOP2:1, EXP3 
Communities Independent 7 CSEN1-CSEN7 
Total 5 27   

Table 12. Final constructs 
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5.1.4 Reliability of constructs  
As a result of the factor rotation, it is deduced that there are five constructs that incorporates multiple 

items. However, the factors that are discovered in the rotated component matrix (Table 11) need to be 

tested for reliability before deducing the constructs of the dependent and independent variables. The 

dependent variable scored a Cronbach’s alpha of 0.898 (Table 13), which indicates that the construct is 

reliable. The independent variables showed Cronbach’s alpha above 0.7 and are considered to have 

sufficient reliability (Pallant, 2016). Therefore, all variables are retained. Lastly, the items that form 

each variable are merged through a calculation in order to test the hypotheses in the regression model. 

Variable Cronbach's Alpha Cronbach's Alpha Based on 
Standardized Items N of Items 

Product Performance 0,898 0,898 2 
Market Knowledge 0,789 0,798 6 
Project Team 0,729 0,744 7 
Counterpart 0,749 0,74 5 
Communities 0,888 0,888 7 

Table 13. Reliability statistics of final variables 

5.2 Multiple linear regression 
To ensure that the multiple linear regression model is accurate, the number of predictors that can be 

included in the model are compared to the sample size. The regression model uses four predictors, 

therefore there are 82/4=20.5 subjects per predictor (minimum is 10-15) (Field, 2009). The following 

section focuses on the preliminary tests to examine if the variables in the model are suited to be tested 

in a multiple linear regression analysis. 

5.2.1 Normality, Linearity and Homoscedasticity 
In order to receive more normally distributed residuals in the sample, the variables are transformed by 

taking the square root out of each variable (Field, 2009). Therefore, the following figures and tests use 

transformed variables (marked with a * after the name of variables in the figures and tables). This is 

shown in Appendix 7 where the dots are more or less close to the line, thus indicating normality. In 

Appendix 6, the different distributions of scores are presented, thus implying underlying relationships 

between the variables (cf. Pallant, 2016). The scatter plot shows a cluster of dots with a random pattern, 

which are evenly spread out around zero, and the predicted dependent variable scores, accomplishing 

assumption of normality and homoscedasticity. The scatter plot does not show a curve of dots, fulfilling 

the assumption of linearity and it is not similar to a funnel, which would have indicated 

heteroscedasticity (cf. Field, 2009). Furthermore, there are no outliers spotted in the scatterplot since no 

standardized residual have a value of more than 3.3 or less than -3.3. Another assumption is the 

normality of the residuals. Appendix 6 also shows a histogram with a normal probability plot of a bell 

shaped curve, and a normal P-P plot, where it is possible to examine if there are any deviations from 
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normality by comparing the observed residuals with the straight line. The plot shows a reasonable 

straight line, thus indicating a normal distribution. Hence, the sample fulfills the assumptions. 

5.2.2 Correlations - Multicollinearity and Singularity  
To determine if there are any relationships among the independent variables (multicollinearity), the 

correlation matrix is examined, since these can have a negative impact on the model (Pallant, 2010; 

Hair et al., 2010). Table 14 shows that none of the independent variables have excessive correlations 

between them, as the Pearson Correlation is well below 0.9, where the highest is 0.378 for Market 

Knowledge/Communities. 

Pearson 
Correlation 

Product 
Performance* 

Market 
Knowledge* Project Team* Counterpart* Communities* 

Product 
Performance* 

1 0,231 0,099 0,015 -0,02 

Market 
Knowledge* 0,231 1 0,247 0,199 0,378 

Project Team* 0,099 0,247 1 0,195 0,062 
Counterpart* 0,015 0,199 0,195 1 -0,033 
Communities* -0,020 0,378 0,062 -0,033 1 

Table 14. Pearson Correlation 

The variance inflation (VIF) in the correlation matrix is examined to detect if any predictors has strong 

linear relationship with other predictors in the model. Table 15 displays that the predictors have VIF 

values below 10, which means that there are no signs of excessive multicollinearity (Pallant, 2016). The 

largest value is Market Knowledge with 1,286. 

Model 
  

Collinearity Statistics 
Tolerance VIF 

Market Knowledge* 0,778 1,286 
Project Team* 0,917 1,091 
Counterpart* 0,925 1,081 
Communities* 0,844 1,184 
a. Dependent Variable: Product Performance* 

Table 15. Variance inflation values 

5.2.3 Checking for outliers  
Since the sample size is 82, it is appropriate to predict five cases to possess standardized residuals 

beyond +/- 2 (Field, 2009). However, the multiple linear regression analysis do not display any extreme 

values, since all cases are within +/- 2 standard deviations. Therefore, we can expect that the sample 

provides a precise model. The partial regression plots show no linear relationship among the predictors 

and the dependent variable (Appendix 8). To conclude, the assumptions for a linear multiple regression 

model are fulfilled. The dependent variable is linear and there is a small risk of multicollinearity, 

heteroscedasticity or outliers that could have a large impact on the regression model. However, as 
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viewed in the partial regression plots (Appendix 8), the relationship between the predictors and the 

dependent variable seems to be weak.  

5.2.4 Multiple linear regression model 
The multiple regression model tests the four hypotheses and describes if and how well the knowledge 

sources: Market Knowledge, Project Team, Counterpart and Communities, affect product performance. 

Table 16 displays the information of which variable or variables are impacting on the prediction of the 

dependent variable, where the four predictors and the sample of 82 cases are included. In the 

standardized coefficient column, the values are converted to one scale leading to the ability to compare 

the numbers. The four variables are expected to be positively related to product performance. However, 

the results shows that only Market Knowledge has a Sig. value of less than .05, indicating that the 

variable is contributing with a statistical significance to the equation. By examining the Beta values, it 

is possible to distinguish the contribution of each independent variable and compare them. Market 

Knowledge has the largest Beta value of .272, which indicates that it is significant and contributes to 

the explanation of the dependent variable. Additionally, the Beta of Market Knowledge is positive, 

which means that if this variable increases, the product performance will also increase. The three other 

variables show no significant result as they are close to 0. 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

95,0% Confidence 
Interval for B 

B Std. Error Beta Lower 
Bound 

Upper 
Bound 

(Constant) 1,49 1,047   1,423 0,159 -0,594 3,574 
Market Knowledge* 0,324 0,145 0,279 2,24 0,028 0,036 0,613 
Project Team* 0,066 0,154 0,049 0,431 0,668 -0,241 0,374 
Counterpart* -0,056 0,117 -0,055 -0,48 0,633 -0,29 0,177 
Communities* -0,091 0,084 -0,13 -1,09 0,279 -0,258 0,075 
a. Dependent Variable: Product Performance* 

Table 16. Regression model  

The Adjusted R2 (Table 17), shows that 2.3% of the variance in product performance is explained by 

the model. This is a rather low number, which could be explained by the sample consisting of individual 

data. Individual data leads to low R2-value because it is more difficult to explain individuals’ variation 

than aggregate variation, therefore an adjusted R2-value of 2.3% is in line with previous studies using 

data on individuals (e.g. it is easier to predict an aggregated consumption than predicting an individual’s 

consumption). Table 17 also shows an R value of 2.67%. 

Model R R2 Adjusted R2 Std. Error of the Estimate 
1 ,267a 0,071 0,023 0,7673 

a. Predictors: (Constant), Communities*, Counterpart*, Project Team*, Market Knowledge* 
b. Dependent Variable: Product Performance* 

Table 17. Model summary 
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In the ANOVA (Table 18), it is possible to view if the result has statistical significance. However, the 

model does not reach statistical significance (Sig = .000; p<.0005). 

a. Dependent Variable: Product Performance* 
b. Predictors: (Constant), Communities*, Counterpart*, Project Team*, Market Knowledge* 
Table 18. ANOVA 

5.3 Ordinal logistic regression model 
Since the study includes ordinal data, it is possible to test the hypotheses through an ordinal logistic 

regression, which further strengthens the results from the multiple linear regression model. Table 19 

displays the results from the ordinal logistic regression, where the same independent variables and 

dependent variable are used. When examining the parameter estimate in the first column, Market 

Knowledge is the most significant variable with a value of 0.743, while the other variables do not show 

any significance. Thus, Market Knowledge is positively related to the dependent variable, product 

performance. The other three variables show a low relative estimate, which indicate that these have no 

relationship with the dependent variable. 

  Estimate Std. Error Wald df Sig. 

95% Confidence 
Interval 

Lower 
Bound 

Upper 
Bound 

Location 

Project Group* 0,214 0,353 0,367 1 0,545 -0,478 0,906 
Communities* -0,186 0,191 0,949 1 0,33 -0,561 0,188 
Counterpart* -0,106 0,267 0,157 1 0,692 -0,630 0,418 
Market 
Knowledge* 0,743 0,339 4,816 1 0,028 0,079 1,407 

Table 19. Ordinal Logistic Regression 

5.4 Descriptive statistics 
The descriptive statistics are shown as stacked bar charts for the variables and their final items, where 

it is possible to examine how each item of the variables scored in the survey (Figure 4). Therefore, it is 

not possible to distinguish the relationships between the independent variables and dependent variable. 

The distribution of the answers is displayed as percentages where five to seven is shown in the top boxes 

as ’More than 4’, ‘4’ is in the top second boxes, ’Less than 4’ is shown in the next to the bottom boxes, 

and those that answered N/A is shown in the bottom boxes. Due to that there are different respondents 

who answered N/A in the various items (Communities has many more N/A than Market Knowledge), 

we have different samples for each item since answering N/A leads to the respondent being removed 

from the population. The N/A answers are therefore included in the descriptive statistics, resulting in a 

sample of 102. 

Model   Sum of Squares df Mean Square F Sig. 

1 
Regression 3,472 4 0,868 1,474 ,218b 
Residual 45,333 77 0,589     

Total 48,805 81       
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Figure 4. Distribution of answers shown in percentages 

In the top left graph, Market Knowledge, there is only 1% that answered N/A in CUL1-item. The 

responses among these questions appear to be relatively spread out with not much deviations between 

the response options. However, the items that display the portion answered ‘More than 4’ are the largest 

MK3 (44%), MK4 (49%) and CUL4 (41%). The items that have the portion ‘Less than 4’ as the largest 

are CUL1 (46%), CUL2 (58%), and CUL3 (44%). The top right graph, Project Team, shows that all 

items have majority of the answers ‘More than 4” (from 55% to 80%). Only a few firms answered ‘4’, 

‘Less than 4’ or ‘N/A’. The bottom left graph, Counterpart, displays relatively spread out answers in 
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the first four items except for the last item EXP3 where the majority answered ‘More than 4’. The 

bottom right graph, Communities, shows that most respondents more or less answered ‘Less than 4’. 

However, ‘Less than 4’ still show a rather high percentage for some items: CSEN1 (42%), CSEN4 

(41%) and CSEN7 (41%). Last, the bottom graph Product Performance displays that it is relatively 

evenly distributed between the responses regarding sales volume and profit of the products. “More than 

4” had 45% for FP3 and 51% for FP4, “4” had 9% for FP3 and 8% for FP4, and “Less than 4” had 45% 

for FP3 and 40% for FP4.  

5.5 Results summary 
The findings from the regression models lead to one confirmed hypothesis and three rejected. Table 20 

shows a summary of the hypotheses and the results from the tests. Nonetheless, it is important to note 

that the regression model is weak and merely give us indications of confirmation and rejections of the 

hypotheses. 

Knowledge 
source Hypothesis 

Standardized 
Beta 

Coefficients 
Sig. Support 

Market 
Knowledge 

H1. To have Market Knowledge about the market is 
positively related to product performance. 

0,279 0,028 Confirmed 

Project Team 
H2. To share and use new knowledge in the Project 
Team is positively related to product performance. 

0,049 0,668 Rejected 

Counterpart H3. To receive information from the Counterpart is 
positively related to product performance.  

-0,055 0,633 Rejected 

Communities H4. To use information from Communities is 
positively related to product performance. 

-0,130 0,279 Rejected 

Table 20. Summary of findings 
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6. Analysis and Discussion 

Only one of the four hypotheses is confirmed (H1), while the others do not show any significance (H2-

H4). The following section explains possible reasons behind the rejections and confirmation of the 

hypotheses.  

6.1 Market Knowledge 
The independent variable Market Knowledge is designed to measure to what extent the firms possess 

internal knowledge about their markets in terms of demand, needs, norms and values, legal, financial 

and political systems. The first hypothesis states: ‘To have Market Knowledge about the market is 

positively related to product performance.’ The results show that the hypothesis is confirmed. The 

Market Knowledge that firms have can be seen as dynamic capabilities in the sense that if they have 

this knowledge, they are able to activate resources and adapt the games, which leads to increased 

product performance (cf. Teece, 2014). We argue that the video game industry can be seen as a high-

velocity market, where firms need to have dynamic capabilities in order to adapt to changes in the 

environment, and to stay competitive and survive (cf. Tecce, 2014; Eisenhardt & Martin, 2000). 

Similarly to Teece’s (2014) definition on high-velocity markets, the video game industry is dynamic, 

with no obvious boundaries, no typical successful business models, and the actors in the markets are 

constantly shifting. However, the Market Knowledge that is created is situation-specific (Teece, 2014), 

where the smaller and inexperienced firms might constantly need to face new situations and thus have 

to attain new knowledge as they go. This could explain the weak significance, since the majority of the 

firms in our sample are small sized, they might not have been able to exploit and transform the Market 

Knowledge into realized absorptive capacity yet. In contrast, the few larger sized video game firms that 

have been in the industry longer might have faced a lot of situations previously and thereby supposedly 

have more knowledge. Hence, firms that have much Market Knowledge are able to deal with changes 

in the market and incorporate that into their products successfully (cf. Teece et al., 1997). This goes in 

line with Barney’s (1991) statement that knowledge is part of firms’ capabilities and provides a stable 

ground for the firms to form competitive advantages, which leads to better performance.  

The effects that the dynamic capability Market Knowledge has on product performance that our findings 

show, can be connected to literature stating that the performance depends on how they utilize their 

resources and dynamic capabilities (Teece et al., 1997). However, the spread of the level of product 

performance among our sample can also be explained by that firms do not begin the development of 

their dynamic capabilities simultaneously (cf. Eisenhardt & Martin, 2000), since firms that are smaller 

are possibly just starting to develop their dynamic capabilities, while the larger ones are further along 

with their development of dynamic capabilities. Additionally, since the majority of the sample is micro 

and small sized video game firms, their dynamic capabilities will eventually turn into an industry 

standard where the competitors’ dynamic capabilities’ main attributes are similar (cf. Eisenhardt & 
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Martin, 2000). Another dimension is that performance might depend on which development path the 

video game firms choose to follow and the timing for deploying their dynamic capabilities (cf. Cockburn 

et al., 2000).  

Although the knowledge that firms possess about their markets is often useful, and as the results show, 

leads to better product performance, the shifts in the environment can induce capabilities to not being 

effective anymore. Therefore, the video game firms’ dynamic capabilities should be embedded in the 

processes to manage the shifts. However, as Helfat et al. (2007) mention, there are costs of maintaining 

the capabilities, which can evolve into being so large that the firm would want to pay in order to get rid 

of them, as the capability function is then less useful. For instance, some video game firms have 

employees and departments’ whose sole function is to analyze market and customer trends, or being 

legal support. Thus, if their knowledge is not used, it is more expensive to keep them as these teams are 

costly in terms of salaries, overhead costs, consulting fees, and so on (cf. Helfat et al., 2007). This could 

be another explanation behind the weak regression, since the smaller firms may not have the same size 

and flexibility of their resource base and therefore not adjust quickly enough to the changing market 

conditions (cf. Zahra & George, 2002). As a founder of a sole proprietorship sized firm states, "The 

foreign market is very large, and there are so many markets, we do not have the resources to keep track 

of all" (Appendix 9). 

The ability to reshape the resource base to suit high-velocity market can be connected to the 

transformation capability, where the video game firms need to add or remove knowledge (cf. Zahra & 

George, 2002). This would lead to more developed and refined processes, which we argue are necessary 

for the Swedish video game firms to stay competitive. The extent that video game firms have Market 

Knowledge affects the ability to discover new knowledge in market trends and demands (Jansen et al., 

2005). This is explained by Zahra and George (2002) to be due to the bisociation process, where firms 

are able to recognize and integrate two different information sets into a new composition. Similarly, the 

different items in the Market Knowledge can be seen as two different information sets, where for 

instance the firms recognize that the item ‘norms and values’ is different from the item ‘laws and rules’. 

As the firms are able to combine these two, they have utilized their transformation capability. 

The knowledge source Market Knowledge is perceived as an internal source due to the items in this 

variable being interpreted as knowledge that firms have in-house. The employees possess Market 

Knowledge, which can be compared to the prior related knowledge that some scholars state is necessary 

to have in place in order to learn successfully (Cohen & Levinthal, 1990). Prior related knowledge is 

stored in the organizational memory that contributes to increased efficiencies and thereby improved 

performance (Zahra & George, 2002). Hence, we argue that firms in the Swedish video game industry 

need to have prior related knowledge about the markets to be able to transform and exploit new 

knowledge. The variable Market Knowledge incorporates knowledge about the consumers’ needs and 
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demands, which are identified to be the firms’ dynamic capabilities. With these dynamic capabilities, 

the video game firms can satisfy those demands and thereby generate profits (cf. Teece, 2014). Firms 

that have strong dynamic capabilities are able to rapidly realize these actions effectively (Teece, 2014). 

In accordance with Teece’s (2014) view, Market Knowledge is seen as a dynamic capability that can 

lead to increased profits, which in turn lead to better product performance. When the dynamic 

capabilities are strong, the firms will more likely be successful in adapting to changes as they will 

rapidly renew and leverage their valuable and difficult to imitate resources. Thus, the video game firms 

will be able to challenge competitors and have a higher chance of surviving (cf. Teece, 2014). 

The Market Knowledge variable is quite different from the other variables, which could explain why it 

shows different results. The variable covers a broader knowledge area and is not as specifically related 

to a certain group of knowledge such as the Project Team, Counterpart and Communities. The 

significance of the hypothesis indicates that it is important to have Market Knowledge in place, which 

could be due to that this knowledge source is fundamental to have in order to sell video games in the 

markets. The variable is interpreted as constituting of two parts, where one is about having customer 

knowledge and the other is having institutional knowledge. The descriptive statistics (Figure 4) shows 

that the questions about demands, needs, norms and values have the largest portions of ‘More than 4’ 

responses. The higher score of these questions shows that firms have much of this part of the knowledge 

source, which is recognized by Teece (2014) as a dynamic capability since the firms will then be able 

to identify and satisfy demands that are necessary in order to earn profit. To successfully use the Market 

knowledge that they have internally into producing the games can be recognized as using their 

exploitation capabilities (cf. Zahra & George, 2002). This can be linked to the discovered relationship 

between Market Knowledge and product performance.  

The other part of Market Knowledge, the different institutional structures of laws and rules, political, 

and financial systems, could be seen as equally important areas of knowledge. However, the video game 

firms seem to neglect having this part of the knowledge source, which is seen in Figure 4 where these 

questions have the largest portions of ‘Less than 4’ responses. Therefore the firms prioritize the 

knowledge about customer’s demands, needs, norms and values over for instance political systems. We 

argue that the discrepancy is because most firms have short-term thinking when producing games since 

they may be pressured by investors to quickly show results. This pressure may increase even more due 

to the increasingly competitive video game market. However, this mindset might not be beneficial in 

the long term as not keeping track of new regulations might lead to firms experiencing major losses. 

The firms that have dynamic capabilities of Market Knowledge, are likely to adapt the products to satisfy 

customers within the institutional requirements that is acceptable by the legal, financial and political 

systems. Hence, the video games will appeal more to the customers as it will likely adhere to what they 

are looking for in a game and it will also be practically possible to distribute them. This will lead to 
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increased performance as research indicates (cf. Teece, 2014). Thus, the video game firms in Sweden 

that do experience high product performance prove that their Market Knowledge source is dynamic. 

6.2 Project Team 
The independent variable Project Team includes knowledge sharing and the ability to absorb external 

knowledge, which is an internal knowledge source since the knowledge is stored within the firm. 

Therefore, even though several questions include the capabilities of absorbing external knowledge, the 

knowledge is kept within the firm. The second hypothesis is formulated as following: ‘To share and use 

new knowledge in the Project Team is positively related to product performance’. The hypothesis is 

rejected since the variable do not show any significance in the regression model, which means that we 

cannot prove that the project teams’ abilities to share and use new knowledge are related to product 

performance. However, as shown in the descriptive statistics (Figure 4), the majority of the firms’ 

Project Teams have the largest portion of ‘More than 4’ as they shared knowledge (TRA1, 80%), 

discussed external knowledge (TRA2, 79%), shared practical experience (TRA4, 78%) and realized the 

value of combining existing knowledge and external knowledge (TRA5, 78%). These are all dynamic 

capabilities that facilitate the video game firms’ abilities to address changes in their environment, which 

implicate that video game firms could have realized absorptive capacity. To have realized absorptive 

capacity means that the video game firms’ Project Teams focus on the exploitation and transformation 

of knowledge and are better able to derive new knowledge (cf. Zahra & George, 2002). More 

specifically, the descriptive statistics indicates that the firms possess dynamic capabilities, which are 

reflected by the high ratings of these questions, implying that they choose to manage their knowledge 

in the Project Teams as dynamic capabilities.  

Some Project Teams interacted during the entire product development, leading to the ability of 

assimilating and transferring new knowledge, which can have a positive effect on the innovation of the 

games (cf. Backmann et al., 2015). As a CEO of a micro sized firm mentions, "We were always thinking 

outside the box, we had a lot of brainstorming, and had to solve many problems together on the way" 

(Appendix 9). However, several respondents mention that the Project Teams do not have regular 

interactions. Thus, the working processes seem to be divided, leading to dissimilar working habits, and 

less knowledge being analyzed and maintained by the entire Project Team. Whether the team is similar 

or diversified could affect the pace of the interactions among the team members when it comes to 

knowledge transfer and team performance (e.g. Bell, 2007; Hülsheger et al., 2009; Nederveen Pieterse 

et al., 2013; Webber & Donahue, 2001). If the individuals in the Project Teams are too diversified, it 

could slow down the project, which could have a negative impact on the product performance. This 

may not necessarily mean that the final product has poorer quality, it could rather lead to the opposite 

since the Project Team then have the time to absorb new knowledge to comprehend and add it to the 

project. However, this could lead to missing market opportunities. Further, the video game firms’ 

abilities to obtain team-level absorptive capacity may be affected, which could according to literature 
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have a negative effect on the product development (Backmann et al., 2015). Nevertheless, our results 

show that there is no relation at all between the project teams’ dynamic capabilities and product 

performance. 

The descriptive statistics show a wider spread regarding one of the items, namely the question about if 

the firms have a clear picture of how the work should be conducted (EXP1, Figure 4). There were 44% 

(answered 4 or ‘Less than 4’) of the firms that do not have a clear division of the responsibilities areas 

(EXP2, Figure 4). The video game firms may not have the time to implement routines, and rather operate 

with simple rules. This can according to Eisenhardt and Martin (2000) lead to the firm’s dynamic 

capabilities breaking down in high-velocity markets. The video game firms in Sweden might face this 

issue as their environment is fast changing, thus there is no time to adjust work processes and create 

routines. The Project Teams may also change their way of working for each new project due to the 

evolving market and technologies, leading to no implementation of standard routines, which makes it 

difficult to develop dynamic capabilities. The routines should support firms to exploit external 

knowledge from for instance other firms’ Project Teams, so they can obtain new knowledge on how to 

carry out the product development. This is in line with Zahra and George’s (2002) view that in order to 

be able to transform and exploit new knowledge into a dynamic capability, it is important for the firm 

to have routines (Zahra & George, 2002). When projects are unorganized, the product performance may 

decrease since the processes become less effective and therefore more difficult to assimilate new 

knowledge. However, spending time on maintaining capabilities entails costs (Helfat et al., 2007), 

which smaller sized video game firms may not be able to cover because they need to foremost focus on 

increasing the short-term product performance. On the other hand, having routines is found by Jansen 

et al. (2005) to be negatively affecting the transformation capabilities of the team’s realized absorptive 

capacity. Firms might experience that the routines are restricting the interactions between team 

members as the routine work requires little attention (Jansen et al., 2005). The game development 

process in contrast to traditional industries is likely to require much attention due to the knowledge-

intensive and creative nature of the work processes, which are dependent on the employees. 

The Project Team may be influenced by external factors that could slow down the effectiveness and 

efficiency, which most likely has a negative impact on the product development. This makes it harder 

for the Project Teams to be up-to-date with new knowledge. If they do not have the accurate knowledge 

of the latest technology, it could limit the product development and thereby reduce the product 

performance. As the CEO of a micro sized firm explains, "We had to adapt a lot to the platform's 

limitations, it was a difficult thing for us, and the platform constituted an obstacle for the project team 

and limited the development of the game" (Appendix 9). 

There could be a risk that the Project Team members are too similar to each other in terms of prior 

related knowledge. The similarity might cause issues if they have the same problem-solving capabilities, 
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which could negatively affect product performance. However, if the employees do not have the same 

prior related knowledge, the creativity during the product development could be disrupted (Cohen & 

Levinthal, 1990). Since the majority of the sample are micro and small sized firms (Table 3), each firm 

might only have enough employees to create one Project Team, leading to individuals having the same 

prior related knowledge when starting a project, thus decreasing the problem solving capabilities. These 

firms may not have different departments with individuals that are specialized in specific areas, for 

instance design, leading to less knowledge integration among the employees (cf. Prieto et al., 2009). 

Since the Project Team members in smaller sized firms may have knowledge covering all areas of the 

product development, it is more likely that there is less front edge competence within specific fields. 

There is a risk that the firms in our sample could not establish flexible teams and relationships, which 

most likely have a negative impact on the firms’ dynamic capabilities (cf. Prieto et al., 2009). 

The video game firms may not have been facing other firms’ project teams, since some respondents 

were alone within their segment, which leads to less knowledge sharing. This has a negative effect on 

firms’ absorptive capacity and the ability to apply new knowledge (Backmann et al., 2015). However, 

this is not shown in the results since the majority of the firms seem to have successful Project Teams 

considering the high rating (‘More than 4’) of all the questions (Figure 4). Therefore, since the video 

game firms believe that they have well-functioning Project Teams, they are possibly expecting higher 

product performance for their games (consciously or unconsciously). As a CEO of a micro sized firm 

mentions, "We thought the game would be successful, we did not doubt it, which was a mistake” 

(Appendix 9). The Project Team cannot explain the product performance, thus indicating that there are 

other important aspects to take into consideration. Solutions to enhance and strengthen the dynamic 

capabilities within the Project Team, which could result in a positive relation between the Project Team 

and the product performance, could be to make sure that the Project Team is interacting more during 

the entire project and also interact with other firms’ project teams.  

6.3 Counterpart 
The independent variable Counterpart includes the provided knowledge about products, technology, 

market conditions and the international market. Counterpart is an external knowledge source due to 

knowledge is retrieved from the Counterpart and thereby not entirely obtained within the firm. As 

mentioned in the results, the item EXP3 initially belonged to Project Team, which is an internal 

knowledge source, but was after the factor analysis clustered together with Counterpart, which is an 

external knowledge source. The question of EXP3 is: “The project team experienced difficulties to 

practically use external knowledge”, which could be interpreted as an external knowledge source since 

the knowledge may be stored externally as well. Nonetheless, the third hypothesis states: ‘To receive 

information from the Counterpart is positively related to product performance.’ The hypothesis is 

rejected since the variable does not show any significance in the regression model, which means that 

we cannot prove that the Counterpart’s ability to provide different important aspects of knowledge has 
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an impact on product performance. There could be many reasons behind the insignificant result, where 

one could be the fit between the firm and the Counterpart. If evolutionary fitness exists, meaning that 

the dynamic capabilities contribute to build and alter the firms’ resource base, the cooperation with 

others could increase the firms’ product performance (Helfat et al., 2007). However, if the video game 

firms have not adjusted their internal resources enough to its external partner, it could negatively impact 

the fit between the firm and the Counterpart. The fit between the partners may have increased the firms’ 

overall performance, but not the profit and sales volume of the particular game. Since the video game 

industry is knowledge-intensive, it is hard to increase the quality of products and at the same time reduce 

costs. As a result, it might be hard to accomplish technical fitness. 

The descriptive statistics indicate that some evolutionary fitness do exist. Since most of the video game 

firms act in the global market, they need to focus on both external and internal orientation, and to be 

able to learn and innovate for a global scope (cf. Teece, 2014). Some video game firms recently 

discovered the importance of the external orientation by adjusting the games for a specific market with 

help from Counterparts of that specific market. Therefore, they are able to learn across diverse 

geographies by collaborating to create a product, which the firms’ revenues are highly dependent on 

(cf. Teece, 2014). This is also shown in the descriptive statistics since the strongest knowledge exchange 

with ‘More than 4’ between the firm and the Counterpart was about the products (46%), and the 

knowledge about the international market provided by the Counterpart (46%). However, the results 

show that there is no relation between the Counterpart and product performance, which could be 

explained by the video game firms not having dynamic capabilities that are strong enough to develop 

hard-to-copy resources and exceptional strategy (Teece, 2014). In other words, the results indicate that 

the Counterpart cannot contribute with sufficient and relevant knowledge for the product development. 

Some video game firms may have a hard time absorbing external knowledge from its partner and apply 

it in product development. Most firms used a Counterpart to execute one specific part of the game, e.g. 

sound, which leads to less interaction and collaboration. Therefore, effective interactive processes might 

not have been available throughout the product development, which have a negative impact on the team 

absorptive capacity (Backmann et al., 2015). A CEO of a micro size firm explains (Appendix 9), 

We adapted the skills and organization to our counterpart, but our counterpart could have been 

more with us, he should have been sitting with us more which he did not, we met only once a 

week and they were one of the problems we had, it was not enough with phone and email 

contact. 

The lack of interaction with the Counterpart has a negative impact on the ability to create similar work 

style and complement each other with knowledge. Thereby, no tacit knowledge is absorbed, which 

could lead to competitive advantages, thus better product performance (Backmann et al., 2015). The 

video game firms and the Counterpart may not have developed the team absorptive capacity, which 
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reflects how well the firm can share knowledge with its partner. This could be explained by the firms’ 

and Counterparts’ knowledge bases. How much the firms are able to share knowledge with their 

partners depend on how much of their knowledge bases are overlapping (Helfat et al., 2007). Both the 

knowledge base and the strategic similarity between the partners affect the project performance 

(Wagner, 2010; Wu & Ragatz, 2010). The video game firms may have been too dissimilar with no 

knowledge base overlapping, which is seen in the sample as some firms hired an external partner to fill 

a knowledge gap, such as sound production, which firms had no pre-knowledge of. Therefore, the 

Counterpart did not add new knowledge into an already existing knowledge category, such as a designer 

with a different knowledge background, so the designers can learn from each other. Hence, with a 

completely different knowledge area, the firms and the Counterparts may not have been able to use 

their dynamic capabilities.  

Some firms reveal that they invest in resources to educate their Counterparts, which could have caused 

increased costs and in turn negative impact on product performance. This could lead to the product 

development taking longer time even though the purpose of hiring a Counterparts is often to shorten 

the project time. The firm may also overestimate the Counterparts’ abilities and skills to perform their 

part of the project. As a founder of a small sized firm explains (Appendix 9),  

We thought we knew our counterpart's skills, but we did not [...] and we needed to invest 

resources to educate the counterpart. We were confident that our counterpart had the right skills 

but we should not have been so confident about it, he had overestimated his skills, which led to 

our biggest failure. We should not have trusted him without investigating and verifying that the 

counterpart had the right skills. You often overestimate your own skills, and those involved in 

the projects overestimate their skills.  

All video game firms use external sources of knowledge from Counterparts to try to improve the game 

development and to remain competitive, which goes in line with research on team absorptive capacity 

and potential absorptive capacity. To have potential absorptive capacity, which is to acquire and 

assimilate knowledge from an external connection, can impact the firms’ innovation process in terms 

of more effective knowledge creation and better R&D performance (Zahra & George, 2002; Eisenhardt 

& Martin, 2000). Thus, firms become more receptive to acquire and assimilate knowledge from their 

Counterparts when they have potential capacity (cf. Zahra & George, 2002). The sample shows that 

some video game firms receive knowledge from their Counterparts and some did not receive as much 

knowledge, which indicates that the respondents have differing levels of potential absorptive capacity. 

To receive more knowledge, some firms have established alliances with customers and suppliers to 

improve product development and technologies. If more firms would create such alliances it would 

most likely result in higher product performance compared to firms without an alliance function (Kale 

et al., 2002). This was shown in the study, where many firms were located in Swedish incubators (e.g. 

Skövde, Gothenburg, and Visby), with the purposes to help each other grow. However, at those 
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incubators, it may have not been enough interaction between the firms. Therefore a solution could be 

to try and increase the interaction among the video game firms, have thorough project plans, and if the 

firms do not have a positive experience from working with the Counterparts in the past, they should 

validate their knowledge. 

6.4 Communities 
The independent variable Communities is designed to measure the extent video game firms use 

communities. Thus, the fourth hypothesis states: ‘To use information from Communities is positively 

related to product performance.’ The results reveal that the fourth hypothesis is rejected due to 

insignificance in the regression model. In other words, there is no relationship between the usage of 

online communities as a knowledge source and product performance. However, there could be many 

factors contributing to the insignificance of this hypothesis. For instance, a CEO of a small sized firm 

explains that he believes it is better to not listen to communities (Appendix 9): “We did not scan trends 

in communities because we were keen to do our own thing, and we don’t believe that games become 

better by listening to communities.” 

Firms that are scanning market trends in Communities seem to be unsuccessful in obtaining new 

information quickly enough or might not be focusing on relevant information. The majority of the 

respondents (69%) answered that they did not foresee trends before they were obvious in the 

Communities. Similar to the disadvantages of the resource-based view, they are unsuccessful in 

considering conditions that are unpredictable, such as rapid changes in technologies and market 

conditions (Wang & Ahmed, 2007). The rejection of the hypothesis is in line with Teece’s (2014) 

reasoning that dynamic capabilities include activities that identify which demands are not satisfied and 

thereby can activate resources so that profit can be made from meeting demands. The information about 

demands in Communities are either not clear or non-existent, as the use of Communities is not related 

to the product performance. This source is therefore not a driver to dynamic capabilities that are used 

to develop technological opportunities in relation to customer needs, mobilize resources to respond to 

needs, and continued renewal. To engage in these activities in response to customer demands and needs 

is according to Teece (2007) crucial in order for firms to sustain itself as changes occur among 

competitors, customers and technologies.  

Another dimension to the missing link between Communities and product performance could be that 

the knowledge in the Communities is difficult to assimilate into operations and thus do not translate into 

increased product performance. In this case, the firms’ knowledge exploitation capabilities are not good 

enough when using the Communities during the product development (cf. Zahra & George, 2002). 

However, according to Burger-Helmchen and Cohendet (2011), to have the absorptive capacity that can 

acquire and exploit community opportunities, firms need to have an advanced stock of resources that is 

knowledge-intensive. This may indicate that some of the proposed benefits of user Communities, such 
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as reducing production costs, adding game features and generating new discoveries (Reinhardt & 

Hemetsberger, 2007; Kozinets et al., 2008; Hargadon & Bechky, 2006; Burger-Helmchen & Cohendet, 

2011), are either not well absorbed or are not evident among our sample. These firms may not possess 

the resource stock that is advanced and knowledge-intensive enough. Since the findings of Communities 

is insignificant, it does not support research saying that the value created and co-development by sharing 

competence with Communities have increased in quality. This indicates that the competences are not as 

shared between Communities and firms as research find (cf. Burger-Helmchen & Cohendet, 2011). It 

can therefore be questioned if users in the Communities can be seen as authentic experts in this field 

and as a competence unit (cf. Burger-Helmchen & Cohendet, 2011; Adler, 2001; Wenger et al., 2002). 

The Communities are possibly not developed enough to provide any value and act as a knowledge 

source. 

One respondent answered that their Community only communicated with them in matters of support 

when technical issues appeared, and some of the respondents did not have Communities. Since many 

firms in our sample are startups and smaller sized, their brands might not be strong and therefore are 

not able to create strong communities. Strong brands are stated by Nichols (2014) to be part of large 

firms and a basis for creating strong communities. Another respondent, a founder of a sole 

proprietorship sized firm states, "There is no central gathering place for our game, other than the 

comments in App store" (Appendix 9). Hence, little co-development appear to be present among the 

sample, which opposes Mu’s (2015) view, which is to attain successful development and 

commercialization of products, it is crucial to include knowledge acquired from customer engagement. 

Burger-Helmchen and Cohendet’s (2011) argue that in the beginning of the relationship between the 

firms and the Communities, the interaction has a negative impact on performance, which improves in 

later stages as firms develop essential knowledge and capabilities. Similarly, the existing capabilities 

and relationships the video game firms have with their Communities might not be developed enough in 

order to gain the advantages and opportunities that could be attained. There is a possibility that the 

knowledge acquired from Communities is not good enough or of poor quality. A solution to the 

inefficiency of exploiting Communities could be to assign community managers that interact and 

monitor the ongoing activities (Gidhagen et al., 2011). In this way, video game firms can better manage 

their community relationships as the community managers could then coordinate and develop 

relationships with the more prominent and active users. Thus, the Communities can be developed and 

the users can be steered towards sharing more knowledge of what the video game firms find relevant 

and useful. Another solution could be that video game firms need to evolve the Communities into what 

Burger-Helmchen and Cohendet (2011) describe as specialist communities. Specialized communities 

have people with educational and professional background similar to the field of the developer, and 

would thus likely provide more reliable expertise than average users (cf. Burger-Helmchen & 

Helmchen, 2011). Hence, to cooperate with communities seems to be effective to enhance product 
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performance in many other industries (Burger-Helmchen & Cohendet, 2011; Mu, 2015), but not yet in 

the Swedish video game industry. 

6.5 Final remarks of discussion 

The impacts that internal and external knowledge sources have on product performance appear to have 

different outcomes. The knowledge sources Project Team, Counterpart and Communities do not have 

any significant relationships with product performance, while Market Knowledge does. Hence, the 

knowledge that is absorbed from external partners, communities and knowledge that is shared among 

project members, are not effective enough to determine how well the product performs. It is rather the 

knowledge that video game firms have about the market in terms of the customers’ needs and demands, 

norms and values, as well as the legal, financial and political systems, that is positively affecting product 

performance. In comparison with the other knowledge sources, Market Knowledge seems to be more 

fundamental to have in place in order for firms to even be able to produce and sell their products in their 

markets. Market Knowledge is broader and can be resided in the individuals within the firms. Since 

most firms in the sample are smaller sized, they may have prioritized to develop this knowledge source 

over developing the other knowledge sources. The investors may be one reason behind this 

prioritization, since smaller firms might feel the pressure to quickly show results, which otherwise will 

lead to missed out capital. Moreover, the product performance is spread out rather evenly in the 

descriptive statistics, which implies that the successfulness of the products in terms of profit and sales 

volume is much divided. 

Absorptive capacity is suggested to be formed as a byproduct of the manufacturing operations of the 

firms (Cohen & Levinthal, 1990), which goes in line with our findings that show that the product 

development process involves knowledge absorptions from different sources such as Market 

Knowledge. Nevertheless, since the other knowledge sources show no relation, there could be other 

more effective sources that management and research should consider. Further, we argue that video 

game firms’ external and internal cooperation capabilities directly and largely impact how flexible the 

product development is, which are managed by the knowledge-creation cycle and knowledge 

management skills (cf. Shankar et al., 2013). 

We find that the two internal knowledge sources, Market Knowledge and Project Team, both 

incorporate the knowledge dimensions transformation and exploitation, which constitutes the realized 

absorptive capacity. However, since the Project Team also is affected by how knowledge is assimilated 

from external sources, it incorporate the assimilation capability. The two external sources, Counterpart 

and Communities, both embody the knowledge dimensions acquisition and assimilation, which 

comprise the potential absorptive capacity. Nonetheless, some video game firms exploit Communities 

for their knowledge and use it for product development. Similar to Abernathy (1978) and Rosenberg 

(1982) findings, when the video game firms are directly involved during product development, they are 
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able to identify and use new knowledge that is relevant for their product markets. Furthermore, the 

knowledge sources have different characteristics and are relevant to varying knowledge dimensions of 

absorptive capacity. However, the firms need to be cautious to not focus too much on one dimension, 

which according to Ahuja and Lampert (2001) could lead to the firm falling into a competence trap and 

not have the ability to respond to changes in the environment (Jansen et al., 2005). If the video game 

firms only focus on potential capacity, i.e. acquiring and assimilating new knowledge, they could end 

up suffering costs from the acquisition with no benefits from exploitation (Ahuja & Lampert, 2001). 

On the other hand, if they focus too much on the realized absorptive capacity’s dimensions 

transformation and exploitation, the video game firms can only receive short-term profit (Ahuja & 

Lampert, 2001). Therefore, we argue that video game firms should balance and pay attention to all 

dimensions in order to increase product performance. Nevertheless, the video game industry is fast 

changing and unpredictable, where firms need to have strong dynamic capabilities that can quickly 

respond to these changes. 

Another explanation to our findings could be the distribution of firm sizes in the sample where the 

majority were micro and small sized firms with 2-49 employees and only ten were of medium size and 

two of large size. Hence, depending on the size we argue that firms work differently, where the smaller 

ones only do the most important parts of the game development and hire friends as their counterpart to 

manage tasks they cannot manage themselves. The medium and larger ones have entire departments 

and teams that are dedicated to do other tasks connected to the game development, such as analysis of 

market trends and scanning of communities. Thereby they may have all the knowledge dimensions in 

place and can focus on other capabilities such as marketing to grow larger (cf. Barney, 1991). Our 

findings also indicate that smaller sized firms focus more on the potential absorptive capacity, while the 

larger sized firms have come further along and established realized absorptive capacity (cf. Zahra & 

George, 2002). Due to the elusive nature of the video game industry, many of the smaller sized video 

game firms are acquired. Thus, these firms will not be able to develop their dynamic capabilities and 

not get the chance to challenge the industry leaders (cf. Johnson et al., 2011).   
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7. Conclusion 
This study aims to investigate dynamic capabilities’ impact on how Swedish video game firms develop 

games. The industry is special since firms tend to be more elusive, where games have on average a 

shorter lifespan than more traditional products (Swedish Games Industry, 2016). Therefore, it could be 

difficult for the knowledge to accumulate within these firms. The different knowledge sources, Market 

Knowledge, Project Team, Counterpart and Communities, are examined and tested if they are positively 

related to product performance. Therefore, the purpose of this thesis is to generate more empirical 

findings, in order to receive better insights of this industry and provide new evidence of how the 

knowledge sources that are dynamic capabilities can increase the product performance. 

The results reveal that hypothesis H1 is confirmed, indicating that there is a positive relationship 

between firms’ Market Knowledge and product performance. The hypotheses H2, H3, and H4 are 

rejected, indicating that the variables Project Team, Counterpart and Communities have no relationship 

with product performance. Several explanations are presented in the section of the analysis and 

discussion, but the main explanation behind the results is that due to that the majority of the sample are 

micro and small firms, they need to have more fundamental knowledge sources in place to have a 

successful product, which turned out to be Market Knowledge. This variable includes knowledge about 

demands, needs, norms and values, legal, financial and political systems. The different nature of the 

dynamic capabilities in the knowledge sources could be linked to absorptive capacity, as knowledge in 

these sources were acquired, assimilated, transformed or exploited for commercial ends. 

7.1 Contributions 
The Swedish video game industry is a rather under-researched area, where the determinants behind 

whether games become successful are unclear. Thus, we aim to contribute with more insights of the 

industry and game development, as well as providing more research within dynamic capability and 

absorptive capacity. Additionally, data is contributed to a larger research project at Uppsala University. 

This thesis extends earlier research in the field of dynamic capabilities by providing deeper insights into 

how the dynamic capability knowledge is absorbed, managed, and used by video game firms during the 

product development. The study provides evidence on that knowledge is a very complex capability, as 

it can have varying impact on product performance depending on what type of knowledge it is, where 

Market Knowledge about markets is the capability that is significant and effective. The study contributes 

with evidence that contrasts research finding that knowledge from external sources such as Project 

Teams, Counterparts and Communities are positively related to product performance since we do not 

find any links between these. Similarly, the managerial implications are to provide further 

understandings about the key success factors in the video game development industry in Sweden with 

a focus on different knowledge sources. The findings imply that management in Swedish video game 
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firms should focus on developing their Market Knowledge capabilities in order to increase product 

performance. 

7.2 Limitations 
There are some limitations that should be addressed. All survey answers are perceived and subjective, 

therefore the firms’ performances are based on the respondents’ perception. The firms, which have all 

the dynamic capabilities in place during the product development, may have higher expectations leading 

to higher perceived product performance. The respondents may also value and perceive the scale one 

to seven differently. Thus, this might have affected the outcome of the data. The answers are stored in 

their memory, thus leading to rationalized recalls. However, the questions were checked in advance to 

minimize the risk of bias, but we cannot guarantee that the answers are unbiased. Further, since the 

sample is rather small and might not be representative for the population, a larger sample would likely 

increase the generalizability for the entire Swedish video game industry. Consequently, the regression 

model that was created turned out to be weak where three out of four variables were insignificant and 

the only significant variable showed a low significance. However, since the sample represented as much 

as 37% of the population, we can still provide interesting indications of the Swedish video game 

industry. 

The respondents’ answers were regarding only one particular game, which might make it difficult to 

draw conclusions of the firms as a whole since answers about a completely different game could lead 

to dissimilar answers and thereby provide contrasting data. Further, the different respondents’ held 

different position in the firms, which could also affect the answers. We asked specifically to interview 

someone in the firms’ top managements to increase the possibility that the respondent had accurate 

knowledge. However, some firms were very busy and top management was not available for interviews. 

Additionally, the respondents may have interpreted some of the questions differently. In order to make 

the answers comparable we argue that it is more relevant to study perception since we have different 

sized firms in our sample.  

7.3 Future research 
The thesis adds some valuable information about the Swedish video game industry. When taking into 

consideration the limitations, the future research should be of a wider scope by investigating a bigger 

sample, which could increase the chances of additional confirmed hypotheses. Another interesting 

aspect could be to examine other dependent variables and performance measurements in the survey, 

such as ‘product innovation’ or ‘performance compared to competitors’. However, these traditional 

performance measurements may not be applicable for this kind of industry, where other measurements 

that are more specific to the industry could be used, such as ‘amount of downloads’, ‘monthly active 

users’, ‘average revenue per paying user’ or ‘ratings’. These measurements could function as 

supplements to more traditional performance measurements. Also some independent variables of the 
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thesis could be used as intermediate variables to examine if the independent variables could have an 

impact on the dependent variable through another variable. 

 

The rejection of the hypotheses and the low significance of Market Knowledge could indicate that the 

chosen theories are not applicable for the video game industry. Since this industry is a new phenomenon 

that is constantly changing, up-to-date theories need to be developed. Additionally, most previous 

research on dynamic capabilities and absorptive capacity are conducted in other industries such as 

pharmaceutical, which might explain why they are not applicable for video games firms. However, 

future studies could include other theories to explain the knowledge sources’ impact on product 

performance in the Swedish video game industry. For instance, theories on knowledge management, 

especially those that focus on knowledge sharing could explain the variables further. Since the global 

video game industry is large, where Sweden is becoming an increasingly important actor, studies based 

internationalization theories could be interesting to investigate, such as the Uppsala Model (Johanson 

& Vahlne, 1977) and Born Global (Knight & Cavusgil, 1997). However, these theories are different 

schools and therefore not included in our research as we aimed at focusing on dynamic capabilities.  

 

To add more value to the study, we included quotes from the interviews. However, it could have been 

interesting to have some in-depth interviews as well, especially with those firms that answered 

differently from the others. Thus, a better understanding of why firms answered in a certain way will 

be possible. Another interesting option could be to only have a qualitative approach by interviewing 

some firms, which could possibly lead to a different outcome. Also comparing the results of firms of 

different sizes with each other could lead to interesting findings as we believe that size affects the way 

firms develop games.  

Firms in the video game industry operate close to the market thanks to the involvement of communities. 

However, to involve customers in the product development through Communities appeared to have no 

relationship with product performance. The notion that the distinction between producer and user is 

fading, thus seems to be far away from our sample since most firms only used the Communities as a 

source for market trends or customer support. However, this might change in the future, as the possible 

advantages that can be obtained from co-development are plenty (Burger-Helmchen & Cohendent, 

2011; Adler, 2001). Thereby, we believe that our research can be applied to other contexts where 

product development involving customers and competition is high. For instance, industries such as the 

automotive and engineering industries have a lot to learn from the video game industry. More research 

is required to find out how firms should manage their dynamic capabilities to increase their product 

performance by using relevant knowledge sources. Thus, we argue that it is important to know your 

game to become successful.  
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11. Appendices  

Appendix 1. Survey   

Spelutvecklingsenkät 

Den här enkäten samlar information om utvecklingsprocesser av digitala spel och vänder sig till 
företag i den svenska spelbranschen. 

Syftet med enkäten är att från ett företagsekonomiskt perspektiv bidra med kunskap om svensk 
spelutveckling och spelföretag.  

Vid frågor, kontakta: 
Docent David Sörhammar
Företagsekonomiska institutionen
Uppsala universitet
david.sorhammar@fek.uu.se 

Enkäten består av tre delar: 

Del.1 Företaget och dess marknader - berör generell information om företaget 
och de marknader där företaget är verksamt. 

Del.2 Utvecklingsprocess och externa samarbeten - behandlar 
utvecklingsprocesser av dataspel samt samarbeten med parter utanför företaget. 

Del.3 Centrala relationer och nätverk - behandlar centrala affärsrelationer och externa 
parter, viktiga för företagets utvecklingsprocesser.

Publicerade och offentliggjorda resultat kommer inte att kunna härledas till specifika personer 
eller företag. 

Tack för din medverkan! 

1 

Del. 1 Företaget och dess marknader
Uppgifter respondent 

Namn: 

Titel: 

Företag: 

Telefon: 

E-post:

Företaget sysselsätter under 2016   personer 

Vilket år började företaget sälja spel utanför Sverige? 

Uppskatta hur stor del av företagets försäljningsintäkter som kommer från 
utländska marknader under 2016.                   % 
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Del 3. Relationer och nätverk

Tänk på den affärsrelation som varit mest central för utvecklingsprocessen av spelet. 
Exempel kan vara , utvecklare, leverantörer, konsulter osv. 

Under utvecklingen och liveutveckling av spelet var denna motpart den mest
centrala för utvecklingsprocessen? 

Namn: Roll i utvecklingsprocessen: 

14 

Nationalitet

Antal anställda (ungefär) Antal år vi har samarbetat Antal år företaget funnits
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Appendix 2. Correlation Matrix All Items 
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Appendix 3. Anti Image Matrices All Items 
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Appendix 4. Component Matrix Eigenvalue >1 
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Appendix 5. Total Variance Explained and Scree Plot 
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Appendix 6. Residual plots and test of normality of residuals 
 

a. Residual plot of Product Performance 

 

 

B. Test of normality of residuals: Performance and Normal P-P plot     
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Appendix 7. Normality Plots 
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Appendix 8. Partial Regression Plots 
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Appendix 9. Qualitative data 
Variables Position Firm size Quote 

Overall 

CEO Micro "The problem was that we underestimated the budget of the game, and [...] 
thereby we exceeded the budget." 

Producer Small "Of all the games that are released, there are very many games that fail and 
very few who succeed." 

CEO Micro "There are crises all the time when producing a computer game." 

Market 
Knowledge 

CEO Micro "We adapted the game a lot after where in the world it was played, for 
instance we did an Arabic version of the game." 

Producer Medium “We operate solely in foreign markets, so we have good knowledge about it 
[...] Sweden only constitutes a very small part of sales.”   

Founder Sole "The foreign market is very large, and there are so many markets, we do not 
have the resources to keep track of all." 

CEO Small "I have more knowledge about laws and regulations in the United States than 
in Saudi Arabia." 

Project Team 

CEO Micro "It took longer than we thought to develop the game, we were very few to 
develop the game, but we were faster than the industry." 

CEO Micro "We thought the game would be successful, we did not doubt it, which was 
a mistake." 

CEO Micro "We did not adapt to the established technical solutions during the 
development of the game [...] but we used the latest technical solutions." 

CEO Micro 
"We had to adapt a lot to the platform's limitations, it was a difficult thing for 
us, and the platform was an obstacle for the project team and limited the 
development of the game." 

CEO Micro "We were always thinking outside the box [...] we had a lot of brainstorming 
[...] and had to solve many problems together on the way." 

Producer Small "We are dealing with mostly complex things so our work tends to get very 
complex." 

Producer Small "We did not exceed the budget because we had no." 

Counterpart 

CEO Micro 
"Had we done the design ourselves, it would have gone a lot faster, and it 
costs unbelievably much to hire an external designer. Finally we actually did 
it ourselves."  

CEO Micro "Our weakness in this relationship was that we did not plan the development 
of the game [...] that was a big failure for us.” 

CEO Micro 

"We adapted the skills and organization to our counterpart, but our 
counterpart could have been more with us, he should have been sitting with 
us more which he did not, we met only once a week and they were one of the 
problems we had, it was not enough with phone and email contact." 

CEO Micro 

"We thought we knew our counterpart's skills, but we did not [...] and we 
needed to invest resources to educate the counterpart. We were confident that 
our counterpart had the right skills but we should not have been so confident 
about it, he had overestimated his skills, which led to our biggest failure. We 
should not have trusted him without investigating and verifying that the 
counterpart had the right skills. You often overestimate your own skills, and 
those involved in the projects overestimate their skills." 

CEO Micro 

"This is a key point, a big pitfall for many startups falls in, you overestimate 
yourself and others' skills, and it turns out that it costs significantly more than 
you think, from my own experience, I've lost 3 companies and 17 million 
because of my naivety." 

CEO Micro "The most important element is your team, and they are a big trap to 
overestimate people's skills, but it's crazy hard." 

CEO Micro “They did theirs and we did ours.” 

CEO Small "During the product development one adapts to the counterpart.” 

CEO Small "I trusted that they had the technical skills that were necessary." 

Communities CEO Micro "We make games for small children so our community is not so much of a 
community […] We cannot find our players in communities. In general, we 
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have communication with parents and they cannot be found here, but by 
email and phone calls." 

Founder Sole "Communities did not feel relevant for our kind of game, communities are a 
bit elaborate, so I did not care about watching them." 

Founder Sole "There is no central gathering place for our game, other than the comments 
in App store." 

CEO Small 
“We did not scan trends in communities because we were keen to do our own 
thing, and we don’t believe that games become better by listening to 
communities.” 

CEO Small "The circumstances with communities when we developed the game are not 
the same as today.” 

 

 

 

 

 


