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ABSTRACT

Corporate venturing (CV) involves entrepreneurial efforts and activities undertaken
by large corporations to create new ventures. The objective of the study was to
explore how CV was initiated and implemented in large corporations, focusing on its
impact on the organisational context. The study used three theoretical perspectives
(evolutionary, contingency and agency theory) to examine the CV process. Two
levels of analysis guided the empirical enquiry: the CV unit and the corporation as a

whole.

Driven by the nature of the research questions and the philosophical influences of
critical realism, a qualitative research methodology and a multi case-study research
design were employed. Four corporations and their CV units were theoretically
sampled and examined. The sample comprised large, UK multinationals, involved 1n
CV activities between 1999 and 2003. Semi-structured interviews were conducted
with 18 managers, comprising those directly involved in CV and senior corporate
managers. Secondary sources were consulted to allow data triangulation. Analytic
induction facilitated the data analysis and interpretation process within each case.

Cross-case analysis allowed analytical generalisation.

The study identified the interaction and co-existence of strategy and entrepreneurship
sub-processes in explaining the dynamics of the CV process. The study showed that
the initiation of CV activities is shaped by the existence of micro processes
transforming a stimulus (opportunity) into venturing intent (decision). The dynamics
of the relationship between the corporation and the CV unit, and the role of emotions
in the CV process were also identified and explained. The key conclusion was that
where alignment and adjustment mechanisms to monitor and resolve tensions and
conflicts between the corporation and the CV unit were absent, the effect was to
restrict the realisation and emergence of positive outcomes for corporations from

their involvement in CV activities.

1X



1. CHAPTER 1: INITIATING THE THESIS

1.1 RESEARCH SETTING: CONTEXTUALISING THE THESIS
Corporate venturing (CV) can be defined as the entreprencurial efforts of a

corporation to create new ventures (Sharma & Chrisman, 1999). As a firm
phenomenon, 1t interacts with a corporation’s organisational and environmental
context (Covin & Slevin, 1991). CV as a process is anticipated to encourage
entrepreneurial behaviour among corporate employees and to positively contribute to

firm growth. Characterised by cyclicality, CV has experienced three consecutive
waves, 1In the late 1960s, in the 1980s and 1990s.

CV emerged as a significant business strategy during its third wave in response to the
“creative destruction” (Schumpeter, 1957) caused by changes in the macro-
environment. The increased technological uncertainty associated with internet, the
globalisation of competition, the disruption of market boundaries, the decrease 1n
product life cycles, and the emergence of new markets with significant purchasing
power were among the discontinuities that converged the late 1990s. New entrants
and the creation of new markets threatened, or at least appeared to threaten, the
capabilities and competencies of large, established companies. This emerging
“competitive landscape” required a response from large corporations while
continuing to grow their economic value (Bettis & Hitt, 1995). Corporate managers
needed to demonstrate a flexible and dynamically efficient managerial mindset

demonstrated from innovative and entrepreneurial behaviour.

The experience of corporations which had successfully conducted CV activities 1n
the previous waves indicated that CV could deliver both strategic and financial
returns to these threatened corporations. Creating new ventures was anticipated to be
a means of positively contributing to the development of new competitive advantages
and the realisation of new innovation processes (e.g. Pinchot, 1987) for the
corporations. CV was positively associated to fostering entrepreneurial behaviour
among corporate managers and to defining a new strategic context (Burgelman,
1983c). Moreover, CV could positively contribute to the growth of these

corporations by enhancing their profitability, sales and market share in niche markets

related to new technologies.



Influenced by such expectations, a large amount of capital (around $18B 1n 2000)
was raised in the late 1990s to cover investments that large corporations made in CV.
The number of CV deals between entreprencurial firms and large corporations
significantly increased, ' contributing to the entrepreneurial hype of the era
(Indergaard, 2004). While the majonity of corporations involved in CV activities
headquartered 1n North America, European and Asian corporations contributed
significantly in the third CV wave, with British corporations amongst the most

significant players.

However, by the early years of the new millennium the enthusiasm for CV had
waned and corporations began to withdraw from their CV activities. This study looks
at CV In the context of its recent third wave, adopting a retrospective view of the
phenomenon and drawing from the experience of British corporations. It seeks to

explain the rise and fall of the third CV wave in recent economic history.

1.2 KEY DEFINITIONS AND CONCEPTS: PROVIDING CLARITY

The lack of consistency in defining entrepreneurial phenomena (Shane &
Venkataraman, 2000; Sharma & Chrisman, 1999) makes mandatory the need for
clarity of definitions. CV refers to efforts, activities, events, and decisions which lead
to the creation of “new business organisations within the corporate organisation”
(Sharma & Chrisman, 1999; p. 19) which may reside within or outside the domain of
the existing organisation (von Hippel, 1977). It is a manifestation of corporate
entrepreneurship, exercised within an organisational context and structure (Covin &
Slevin, 1991) by corporate agents, involving new resource combinations (Burgelman,
1984b). The CV phenomenon presupposes the simultaneous existence of a

managerial and an entrepreneurial process (Venkataraman et al., 1992).

CV can be both internal and external to the organisational boundaries, but 1s
distinctive from: (1) investments carried out by independent venture capital firms, (2)

investments by financial institutions (i.e. investment banks), and (3) equity

investments in publicly held companies and in joint ventures. CV’s distinctiveness

! Intel carried out 450 investments of a cumulative value of £3.5B between the early 1990s and 1999

through its two CV funds (www.strategy-business.com )



from other type of investments lies in the involvement of non-financial resources (i.e.
social and human capital, consultation services) and in its anticipated strategic
outcomes. The scope of the current study focuses on the CV units and teams which
sought to deliver strategic and financial returns for the parent corporations through:
(a) the 1dentification of business opportunities, sourced within or outside the
corporation, and (b) the creation of new ventures, which may reside within or outside

the corporation.

1.3 RESEARCH RATIONALE AND MOTIVATION: EXPLORING THE CORPORATE
VENTURING PROCESS

The involvement of an existing, large corporation in CV activities comprises two
main processes: (a) a strategy (or more broadly a managerial) process of pursuing a
venturing strategy, and (b) an entrepreneurial process of identifying and creating a
new venture (Venkataraman et al., 1992). Entrepreneurial activities such as CV
activities are situated within a business and an organisational context (structural and
strategic) aiming (a) to utilise and upgrade existing resources and capabilities, in
order (b) to create new capabilities and ventures that extend the company’s activities

and growth path (Zahra, 1996; Burgelman, 1983c).

The entrepreneurship literature examines the involvement in CV activities within the
boundaries of opportunity identification and new venture creation which is intended
to enhance the growth path of an established corporation. Influenced by a
contingency approach, configurations of environmental and organisational
characteristics that lead to a positive impact of CV activities on company
performance have been examined (e.g. Dess et al., 1997; Zahra, 1993).
Entrepreneurial strategy making is treated as a firm characteristic which in ahignment
with the organisational (strategic and structural) and environmental context of a

corporation appears to promote organisational performance and growth (Dess et. al,
1997).

The strategy process literature treats the involvement in CV activities as equivalent
to autonomous strategic behaviour which takes place outside the existing structural
context of a corporation. Successful venturing activities can contribute to
determining a new strategy context (Burgelman, 1983c) for the corporation.

Influenced by an evolutionary approach, entrepreneurial activities are treated as



facilitators of variation within a company which trigger selection and retention over
other strategic initiatives. Entrepreneurial strategy making is treated as the outcome
of the strategic context determination process, or as an autonomous, emerging

strategic action which challenges the current strategic context of a corporation.

Historically, the involvement of large, established corporations in CV activities has
delivered both successes and failures, with the literature focusing primarily on their
financial aspect. There are only a few examples where non-financial outcomes have
been observed. If CV is able to deliver both entrepreneurial and strategic outcomes,
and provide a platform for innovation and strategic renewal for the corporation, why
are these outcomes not necessarily realised by the corporations? This was the initial
motivation in approaching this study. By examining the venturing experience of a
corporation from a processual perspective, the dynamics of the CV process could be
unfolded. The interest was on studying the strategy process behind the venturing
Initiative, 1ts initiation and implementation within an existing organisational context,
and the outcomes of the venturing initiative to the organisational context. Secondly,
the interest was on the core entrepreneurial process of conducting CV activities and

creating new ventures.

This study assumed the existence of a generic process where a CV unit/team I1s
formed and implemented by a corporation as an initiative, and it produces outcomes
for the corporation. This process became the conceptual framework around which the

study was developed. The research aim was to:

“explore and explain the process of involvement in and
implementation of corporate venturing by a large corporation and its
impact on the organisational context”

From this statement three main research questions emerged:
(a) How does CV arise within large corporations?
(b) How is CV implemented within an organisational context?

(c) What are the consequences for the CV team and the parent corporation

from their involvement in CV activities?

Contingency theory has contributed significantly in unfolding the individual

contribution of various organisational characteristics in the CV process. Evolutionary



theory has provided a powerful framework to view the vanation, selection and
retention of new Iinitiatives, such as the CV. Agency theory was also considered 1n
examining the relationship between the corporation and the CV team. Theoretical
tnangulation (e.g. Allison, 1971) enabled for a better understanding of the CV

process to emerge.

1.4 RESEARCH APPROACH AND METHODS: TAKING A RETROSPECTIVE VIEW
An 1n-depth qualitative research methodology (Sayer, 1992; Marshal and Rossman,

2006) and a mult1 case-study research design (Stake, 2000; Eisenhardt & Gracebner,
2007) were employed to resolve the format of this study. This method allowed to
probe the present and recent past. 18 managers in four large UK multinational

corporations were interviewed. The sample included those directly involved in CV

activities, as well as senior corporate managers. The focus was on the operations of
the corporation’s CV units between 1999 and 2003. The corporations were involved
in different sectors: one was an energy and environmental company, the second a
company operating in financial services, the third a telecommunications company
and the fourth an oil, gas and petrochemicals company. Three of the companies had
targeted their venturing activities in information and network based technologies,

whilst the other focused on environment, rail and biotechnology technologies.

This study has been inspired and motivated by the critical realism philosophical
stance. It acknowledges the existence of an objective reality, as “the word exists
independently of our beliefs, is differentiated, and is stratified” (Benton & Craib,
2001; p. 129). Methodologically, the emphasis was on postulating a mechanism (1.c.
a conceptual framework), collecting evidence against or for the existence of the
framework (i.e. accessing and investigating the reality of four CV units) and
evaluating these events (of CV activities) against the conceptual framework,

eliminating any alternatives (Outhwaite, 1987).

1.5 RESEARCH OUTLINE: STRUCTURING AND WRITING UP THE THESIS

The way the thesis is organised reflects the process I followed to fulfil the research

requirements of the study. Figure 1.1 provides an illustration of the thesis’s structure.



Figure 1.1: Plan of the thesis
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The research enquiry started with a broad literature review in the fields of corporate
entrepreneurship, CV and strategic management, leading to the emergence of a
conceptual framework. The conceptual framework was enlightened by the theoretical
lens of contingency theory, evolutionary theory and agency theory. The methodology
chapter which follows outlines the philosophical influences and methodological
choices made to answer the research questions of the current study. After a detailed
outline of the individual cases, the cross-case comparison and discussion of the
findings with the relevant literature and theories is presented. The thesis concludes

with an outline of its implications to theory and methods in the field of corporate



entrepreneurship, while its Ilimitations and areas of further research are

acknowledged.

The writing style of the thesis was influenced by the nature of the collected data. The
literature review sections are written in the impersonal mode. In this way, I distanced
myself as a researcher from the pre-existing literature. The writing style changes to
the personal mode during the introduction of the thesis’s conceptual framework, the
methodology and the discussion chapters. Encouraged to do so by other researchers
using qualitative data and writing a thesis out of them (e.g. Wolcott, 1990; Janesick,
2000), this writing style allowed me to be reflective of the cognitive process
followed to synthesise the methodological stance and the contribution of this study.
Writing the thesis in two tenses (i.e. the past tense to describe the findings of the
study and the present tense to provide their interpretation) allowed me to be
reflective of the contribution of the study. Moreover, encouraged by the call towards
the use of a “process vocabulary” (Pettigrew, 1997; p. 338) in exposing the CV
process, I employed active language to describe the decisions and actions identified

in the empirical setting of the study.



2. CHAPTER 2: REVIEWING THE CORPORATE VENTURING (CV)
LITERATURE

2.1 INTRODUCTION

This study addresses three research questions at the interface of the corporate
entrepreneurship and strategy process fields. Accordingly, this chapter draws on the
empirical research on CV undertaken in these two fields. It commences with a brief
introduction summarising the rationale and characteristics of CV. The following
section focuses on the CV process’s dynamics, which are primarily embedded in the
corporate entrepreneurship literature. The final section presents this study’s approach
to the CV process by synthesising the strategy and corporate entrepreneurship
processes literature. A conceptual framework is proposed outlining the constructs of

the current study and their “presumed relationships” (Robson, 1993).

2.2 CORPORATE VENTURING (CV): ITS RATIONALE AND CHARACTERISTICS

2.2.1 Historic evolution and influences: CV as a practice and as unit of analysis

Over the years, CV has experienced three consecutive “waves” of enthusiasm
leading to a significant increase in corporations’ venturing intensity at individual
(Burgelman & Vilikangas, 2005) and population level (Block & Macmillan, 1993;
Birkinshaw et al., 2002). The positive venturing climate was followed by periods of
inactivity and scepticism, with large corporations reflecting on their relative
successes (e.g. Intel in Burgelman’s work) or failures (e.g. Kodak in Ginsburg and
Hay’s work) whilst anticipating the next wave of CV activities in which to become

involved.

Reviewing the evolution of the relevant empirical research, it can be observed that
academic interest follows the occurrence of these three waves, but with a time delay.
With the first CV wave commencing during the 1960s, the first thesis on internal CV
dates back to 1967°, followed by von Hippel’s (1973; 1977) and Vesper and
Holmdauhl’s (1973) work. The main characteristic of this stream of academic

research was the conceptualisation of CV as internal corporate entrepreneurship and

2 Buddanhagen, F.L. (1967). Internal entrepreneurship as a corporate strategy for new product
development. Unpublished S.M. Thesis. MIT



the examination of the role of CV in relation to innovation and new product
development activities of a corporation. While the first CV wave was discontinued
by the late 1970s, a new wave of empirical studies on CV was published, explaining
its failure (Fast, 1978) with Biggadike (1979) warning practitioners of the lengthy
time requirements for CV activities to deliver returns comparable to the returns of

other core business activities.

In the 1980s, with large corporations regaining confidence in internal CV activities,
the academic CV literature began to re-establish itself. CV was associated with
corporate entrepreneurship and corporate strategy (e.g. Burgelman, 1983c), while the
emphasis was on exploring different structural forms of CV designs. Block’s (1982)
work, Stevenson and Gumpert’s (1985) influential article in the Harvard Business
Review, Schollammer’s (1982) chapter in the Encyclopaedia of Entrepreneurship,
Kanter’s (1985) article in the first issue of the Journal of Business Venturing were all
part of a stream of research which highlighted the challenges of hosting an
entrepreneurial process within the organisational context. At the same time,
corporate entrepreneurship started to legitimise its contribution to corporate
performance (e.g. Miller, 1983; Wortman, 1987). However, the second CV wave did
not manage to deliver the anticipated high returns due to the lack of a clear mission
and commitment to venturing by the top management, and an inability to establish

efficient compensation schemes to reward venturing activities (e.g. Block, 1989).

The late 1980s and early 1990s, saw the emergence of two new streams of research.
A prescriptive stream of literature reflected upon the failures of the second CV wave
and identified best practices for internal (e.g. MacMillan & George, 1985; Block &
MacMillan, 1993) and external CV activities (e.g. Oakley, 1987) [drawing findings
from empirical studies (e.g. Sykes, 1986; 1990)]. An explorative stream of literature
aimed to further deconstruct the CV process (e.g. Venkataraman et al,, 1992), to
explore the moderating and mediating effect of environmental (e.g. Zahra, 1991) and
organisational factors (e.g. Siegel et al., 1988; Zahra, 1991; Brazeal, 1993) on the
performance of corporate ventures (e.g. McGrath et al., 1992), and to explore the
transferability of knowledge from venture capital firms to corporate ventures (e.g.
Ruhnka & Young, 1987). The venture capital (VC) model of creating new ventures

became popular during the 1990s, due to its efficiency and high success rates, as



demonstrated by VC firms. At the same time, the corporate entrepreneurship
literature further explored its linkages to strategy-making (Kuratko et al., 1990;
Covin, 1991; Homsby et al.,, 1993). Entrepreneurship was treated as a firm
phenomenon interacting with the organisational context and contributing to growth
(e.g. Covin & Slevin, 1991; Zahra, 1993; Kuratko et al., 1993). While the majority of
empirical studies in CV used data from North America, McNally’s (1997) work was
the first empirical study of CV in the UK.

By the late 1990s, corporate entreprencurship had been associated with strategic
renewal (e.g. Stopford & Baden-Fuller, 1994; Baden-Fuller & Volberda, 1997) and
the strategy process (e.g. Burgelman, 1996). Entrepreneurial orientation had been
crystallised as a construct associated to corporate performance (e.g. Lumpkin &
Dess, 1996; Momms & Sexton, 1996), while the construct of entrepreneurial strategy
making was introduced (Dess et al., 1997). This turn in the literature contributed
further to the integration of corporate entrepreneurship to the strategic management
literature (e.g. Hitt & Ireland, 2000; Ireland et al., 2001; Hitt et al., 2001; Hitt et al.,,
2002; Venkataraman & Sarasvathy, 2001) building on the conceptual work of

Stevenson and Jarillo (1990), Day (1992) and Sandberg (1992).

The enormous growth of the VC industry during the late 1990s provided the CV
industry with best practices, business models and structures which could increase the
efficiency and success rates of CV investments (e.g. Chesbrough, 2000). The term
corporate venture capital (CVC) started to dominate the academic literature (e.g.
Chesbrough, 2002), whilst large corporations created venturing units which imitated
the VC model. The cases of Lucent’s New Venture Group and Intel Capital were
identified by the media as representative of the VC influence on the third CV wave.
By the end of 2001, the difficult macroeconomic conditions and the significant
collapse of high-technology stocks had a negative impact on the financial
performance of the CV funds. By the end of 2002, most of the large corporations had
withdrawn their CV interest (Campbell et al., 2003). Birkinshaw (2005), assessing
the dynamics of the CV industry, argues that through the third CV wave the
surviving CV units had matured, building on the experience the CV managers
gained, becoming more focused and sophisticated in dealing with both the

entrepreneurial and strategic aspects of CV, A significant decrease on the number of
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published articles can be observed after 2002, as indicated in Narayanan’s et al.
(2006) review of the CV literature.

In summary, the historic evolution of the CV literature indicates clear influences
from the evolution of the corporate entrepreneurship field, and clear trends in the
focus of research on CV activities. Whereas between the 1970s and mid 1980s the
interest was on internal CV activities, in the 1990s the emphasis shifted to external
CV activities, reflecting the dominance of the VC model. In terms of the geographic
distribution of published research into CV, it can be observed that progressively, and
especially during the 1990s, there was an increase in CV studies outside the USA
(e.g. Abetti, 1997°; Birkinshaw & Hill, 2005* McGrath et al., 20065). There has also
been a more conscious effort to reach agreement on definitional issues of the CV
phenomenon (Sharma & Chrisman, 1999), and the organisational implications of
various forms and types of CV, and the practice of CV and its strategic use (Miles &
Covin, 2002; Covin & Miles, 2007). In terms of the unit of analysis, 1t can be
observed that the majority of the empirical studies treat the new venture(s) as the unit
of analysis. The studies that focus on the CV process and activities as their umt of

analysis area are mainly conceptual and case-based (e.g. Burgelman, 1983b; 1983c).

2.2.2 Definitions, taxonomies and forms: What is meant by CV?

Despite the progress in the corporate entrepreneurship literature during the last 35
years, there remains a lack of research frameworks and consistency in the manner in
which entrepreneurial phenomena are defined (Shane & Venkataraman, 2000). CV,
as a construct, has experienced a similar challenge in reaching a widely accepted
definition. The historical evolution of the academic literature indicated that the way
CV has been practiced throughout its three waves has produced various forms. The
most widely accepted definition of CV is the one proposed by Sharma and Chrisman
(1999; p. 19):

* A case study on Toshiba’s CV activities in Japan

¢ A study on European (UK, Germany, Sweden, Holland, France, Finland) and North American
companies’ CV units

5 An extensive study on Nokia’s (Finland) CV activities
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“Corporate venturing refers to corporate entrepreneurial efforts that lead to
the creation of new business organisations within the corporate organisation.
They may follow from or lead to the innovations that exploit new markets, or
new products offering, or both. These venturing efforts may or may not lead
to the formation of new organisational units that are distinct from existing
organisational units in a structural sense (e.g. a new division)".

Three necessary conditions for the existence of CV are suggested by the literature:
(a) to involve entrepreneurial efforts, (b) to be instigated by an existing
organisational entity, and (c) (its outcomes) to be treated as new businesses.
Innovation as a cause or output of CV is treated as a contingent condition, while the
organisational form these entrepreneurial efforts take is conditional. CV is an
umbrella concept taking various forms according to the variance of its two
contingent conditions. This is also explained by the variety of models corporations
have adopted in undertaking CV activities throughout the three CV waves. A crucial
classification of CV is the one between internal and external, with external CV
referring to CV activities “that result in the creation of semi-autonomous or
autonomous organisational entities that reside outside the existing organisational
domain”, while internal CV refers to CV activities “that result in the creation of
organisational entities that reside within an existing organisational domain”
(Sharma & Chrisman, 1999; p. 19-20). The involvement of an existing, large
corporation in CV activities comprises two main processes: (a) a strategy (or more
broadly a managerial) process, of pursuing a venturing strategy, and (b) an

entrepreneurial process, of identifying and creating new ventures (Venkataraman et
al., 1992).

In accepting that CV involves the “entrepreneurial efforts’ of corporate managers or
groups within an existing organisational context, it is presumed that organisations
behave in an entrepreneurial manner (Jennings & Lumpkin, 1989) and hold an
entrepreneurial posture (Zahra, 1993). Such firms are risk taking, innovative and
proactive (Miller, 1983). The level of a corporation’s entrepreneurial posture can be
assessed on the basis of the intensity, the formality, the locus and the duration of
these efforts (Zahra, 1993). The intensity of entrepreneurial posture is conceptualised
as the level of a corporation’s commitment to risk-taking, innovative and proactive
behaviour, the extent of the entrepreneurial efforts (Zahra, 1993), and the degree and

frequency of entrepreneurial events (Morris & Sexton, 1996). The formality of
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entrepreneurial posture is related to the degree and extent of participation of
corporate managers of various or limited organisational levels to these efforts (e.g.
Burgelmnan’s distinction between induced-formal and autonomous-informal
entrepreneurial activities). The locus of entrepreneurial posture is critical in defining
the type and form of entrepreneurial activities (i.e. internal or external). The duration
of entrepreneunal posture is related to the time requirements for these efforts to be
carmied out and subsequently developed. Considering that CV is the locus of the
current study as a form of entrepreneurial activity, I used the intensity, the formality
and the duration of CV activities of a corporation as a measurement of the CV

posture of the corporation.

By using the analogy from the strategic management field of distinguishing between
strategy content and strategy process, it can be argued that the construct of
entrepreneunal posture describes the entrepreneurial content of an organisation.
Entrepreneurial orientation is proposed by Lumpkin and Dess (1996) to be
conceptually equivalent to strategy process, indicating how an organisation arrives to
demonstrate an entrepreneurial posture. Building on Miller’s (1983) work, Lumpkin
and Dess (1996) outline five dimensions for characterising and distinguishing key
entrepreneurial processes which form a firm’s entrepreneurial orientation: (a)
autonomy, (b) innovativeness, (c) risk taking, (d) proactiveness, and (e) competitive
aggressiveness. These dimensions define entrepreneurial orientation whilst
entreprencurship is represented by the new entry of entrepreneurial orientation. The
new entry is the organisational form of entrepreneurship (i.e. corporate venturing,

intrapreneurship) as “the central idea underlying the concept of entrepreneurship”

(Lumpkin & Dess, 1996; p. 136).

For the purposes of the current study, relevant typologies and taxonomues of CV
were considered. Miles and Covin (2002) provide a review of the CV domain and
bring to attention another two significant variables to categorise CV: (2) the focus of
the venturing activities (internal or external to the corporation), and (b) presence of
investment intermediation (direct or indirect allocation of financial resources to the
ventures by the parent corporation). The first distinction between internal and
external CV activities dates back to von Hippel (1977) and refers to the relationship

between the ventures created, as an outcome of the CV activities, and the corporation
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(whether they reside within or outside the corporation), and the level of integration of
the CV activities within the corporation [fully integrated or an autonomous activity
(e.g. Ginsberg & Hay, 1994)]. The second variable, proposed by Miles and Covin, 1s
in recognition of the variety of CV models and the increasing influence of the VC
model in the third CV wave. The distinction between direct and indirect CV
activities assumes the absence or presence of an independent financial mechanmism
operating outside the corporate boundaries to lii]k the parent corporation to the
venture itself. Chesbrough (2002) presents another two dimensions of corporate
venture capital activities: (a) the corporate investment objectives (strategic or
financial); and (b) the degree of linkage between the operational capabilities

(resources and processes) of the parent corporation and the new venture.

These taxonomies of CV acknowledge its various forms, as well as its operational
requirements for and degree of appropriateness to each corporation. These typologies
indicate that CV can be approached and implemented through a variety of forms and
business models, as a corporation can be aware of the involved risks and benefits, as
well as requirements and anticipated outcomes and returns, of each individual form.
In the current study, the variety of CV typologies was considered in the process of
understanding and defining the phenomenon under investigation. Before reaching a
definition and a typology of CV that the study was interested in examining, it was
evident that the conceptual distinction between the corporate venture, as a project
and the CV, as an activity had to be drawn. The current study is interested in CV as
an activity that may or not be organisationally part of the parent corporation. On the
basis of this distinction, CV can be characterised as an internal or external activity.
Moreover, it was evident that the previously mentioned typologies referred to CV
characteristics, related to both its entrepreneurial process (i.e. venture characteristics)
and its managerial process (i.c. objectives, level of integration to parent corporation).
Table 2.1 provides an outline of the way the construct “CV activity” is categorised as

internal and external activity.
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Table 2.1: CV activity construct: Classification’
Construct Internal C'V activity External CV activity

Activi Internal to the parent corporation External to the parent corporation
Entrepreneurial Process

Resources Internal to parent corporation External to the parent corporation
Opportuni Internally or externally identified Internally or externally identified

Ventures May or may not reside within the May or may not reside within the parent
parent corporation corporation

Objective(s Strategic and / or financial Strategic and /or financial
Structure Integrated / Autonomous Integrated / Autonomous
Association Strong / Loose Strong / Loose

with core

operational

capabili

Financial Direct/Indirect Indirect/Direct
mechanism

CV managers Corporate managers Non corporate managers

The main two sub-constructs which conceptually separate internal from the external
CV activities are the entrepreneurial resources involved in the entrepreneurial
process and the actors involved in undertaking the entreprencurial and managerial
process of CV. As an activity, CV presupposes a process in which different
individuals of various functional groups and hierarchical positions (Burgelman,
1983b) interact, make decisions and take actions around a new business opportunity,
resulting in the creation of a new venture as an outcome of a new, for the corporation,
combination of resources. This conceptualisation highlights the role of a team/group
(as entity) which bears the responsibility of conducting CV. By this way, CV 1s
perceived as a focused corporate entrepreneurship activity, in contrast o
intrapreneurship which is perceived as dispersed corporate entrepreneurship
activities (Birkinshaw, 1997). While the creation of the new venture is the direct
outcome of the CV process, there may be other indirect outcomes such as strategic
renewal and innovation, achieved through the change “in the pattern of resource
deployment — new combinations of resource in Schumpeter’s terms —" transforming

“the firm into something significantly different from what it was before — something

mew’.” (Guth & Ginsberg, 1990; p. 6)

® Developed by the author
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2.2.3 CV Motives: Anticipations, intentions and expectations

According to Block and MacMillan (1993, p. 20) “companies venture primarily to
grow and to respond to competitive pressures’”. While this quote describes the
intentions surrounding the involvement of a corporation in CV activities, it does not
provide sufficient explanation for the motives which lead or force such an
involvement. Burgelman (1983b) argues that corporations venture because venturing
provides these corporations with a platform of discovering new and unique ways of

combining resources, some of which allow them to capture rents (McGrath, et al.
1994).

Different theoretical perspectives provide different views on the motivators of
venturing activities by large corporations. The evolutionary perspective views the
creation of new organisational entities as a response to an environmental signal of
opportunity (e.g. Aldrich, 1999; Burgelman, 1983b). Corporate managers, supported
by an experimental corporate culture, identify opportunities and develop these into
ventures (Burgelman’s conceptualisation of autonomous strategic behaviour). The
contingency perspective views the involvement in CV activities as an induced
decision from the top management team which decided on the objectives and
anticipated returns of this strategic choice (e.g. Child, 1972) in an attempt to adapt to
the changing external environment. The resource based view puts emphasis on the
role of venturing in anticipating and responding to external environmental threats
(e.g. Christensen, 1997). The institutional theory draws on the isomorphic tendency
of firms operating in the same industrial context to imitate the behaviour of highly
performing firms (e.g. DiMaggio & Powell, 1983). The real options-based model
(e.g. MacMillan & McGrath, 2000) argues that the involvement in CV activities
allows a corporation to gain access to the value (i.e. economic, technological) new
ventures might bring, while monitoring the high risk and uncertainty these ventures
are involved in, without engaging the corporation with a complete financial

commitment to the new ventures.

It is evident that the motivators of the involvement of a large corporation in CV
activities can be both internal and external to the corporation, as a consequence of
autonomous or induced managerial behaviour, in response to an environmental

opportunity or threat. The issue remains that quite frequently corporations decide to
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get involved 1n CV activities in response to the anticipated outcomes of this
involvement, as Block and MacMillan’s quote indicate. The empirical literature has
examined and conceptually associated CV and in general corporate entrepreneurship
to growth and positive financial performance (e.g. Zahra, 1991). The creation of new
ventures has been anticipated by the literature as a path for corporations to deliver
new products and technologies, and enter new markets. Besides the direct anticipated
impacts from the involvement in CV activities, the literature identifies expected
outcomes that are indirect, such as the occurrence of learning, the promotion or
enhancement of innovative culture, the development of new competencies, and the
enhancement of entrepreneurnial behaviour, which may occur at both the managerial

and organisational levels (Kuratko et al., 2005).

2.2.4 CV Outcomes: Desirable success and anti-failure bias

Corporate entrepreneurial activities such as CV involve high risk and uncertainty
with regard to anticipated retuns (Block & MacMillan, 1993). However, the CV
literature had been dominated by an optimistic and success biased approach to the
outcomes of the CV process. After each CV wave, there was an enormous literature
outlining prescriptive lists of factors (related either to the corporation or the venture
itself) on how to secure the success of corporate ventures (e.g. von Hippel, 1977;
Block, 1982; Sykes 1990; Campbell et al., 2003). There is only limited research on
the failures and disappointments corporations have experienced from an unsuccessful
involvement in CV activities (McGrath et al,, 1992; McGrath, 1995; McGrath,
1999). McGrath (1999) argues that the success bias taken in studying the outcomes
of the CV process might have restricted our understanding of the CV process (1.€. the
impact of both positive and negative outcomes). She argues that recognising and
simultaneously examining both positive and negative outcomes might provide a

more Integrated examination of the process.

A variety of possible outcomes follow from the motivators for initiating the
involvement in CV activities. The majority of the literature focuses on economic
value-related outcomes which are measured through traditional financial terms (1.e.
profitability), while implying the occurrence of other forms of value (i.c. strategic).

There is some evidence for the occurrence of strategic benefits assigned to the
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creation of new ventures: (a) learning, embodied in new capabilities that an existing
corporation develops during the venturing process of developing a new combinations
of resources (e.g. Burgelman, 1994) and which are beneficial for the corporation if
not for the venture itself; (b) the creation of new capabilities (1.e. expertise, skills,
knowledge) and routines (i.e. business development procedures and models), and (c)
the development of behavioural traits among the individuals involved in the CV
activities which may contnibute to the exemplification of entrepreneurial behaviour

within the corporate boundarnies by corporate actors (Kuratko, et al., 2004).

The majority of empirical studies dealing with the outcomes of the CV activities
have focused on examining the performance of the ventures, rather that the
outcomes of the CV process itself. They measure their performance at the individual
or portfolio level, evaluating both tangible and intangible outcomes. While their
tangible outcomes are related to R&D (new businesses, products and technological
patents) generating economic value (ROI), their intangible outcomes are related to
the creation of new routines (i.e. innovation processes). The majority of empirical
studies looking at ventures’ performance examine the survivability rates of new
ventures and their financial performance. This literature has focused on
understanding and predicting the moderating and mediating role of business, firm
and venture level factors on the ventures’ performance. Environmental uncertainty,
involving competitive hostility (Zahra & Covin, 1995), market and customer
conditions (Zahra, 1991), and industry life cycles (Covin & Slevin, 1990), has been
found to affect venture performance’. Characteristics assigned to the parent
corporation, such as corporate strategy (Block & MacMillan, 1985; Dougherty &
Hardy, 1996), structural context (Zahra, 1991; Chrisman et al., 1998), governance
and rewards system between the corporation and the CV team (Zahra, 1996; Block &
Ornati, 1987) appear to have contributed positively in enhancing the performance of

the venture in market terms.

The strategic success of new ventures within the organisational context has been
examined on the basis of the level of legitimacy the new venture manages to gain,

while competing with other routines and activities (Dougherty & Heller, 1994).

7 Among these factors, competitive hostility only affects negatively venture performance.
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Aldrich and Fiol (1994) proposed two forms of legitimacy: (a) cognitive
legitimisation, referring to the spread of knowledge about the new venture, and (b)
socio-political legitimatisation, referring to the process through which a new venture
gains acceptance by key stakeholders. Top management commitment to the new
ventures (Thornhill & Amit, 2002) and resource relatedness (e.g. Miller & Camp,
1985; Sykes, 1990) between the parent corporation and the new ventures appear to
contribute positively in the legitimisation process of the latter. Most of the empirical
studies concerning venture-based characteristics and their contribution to venture
performance focus on two factors: (a) entreprencur and team characteristics (1.¢. prior
CV expenience [Day, 1994; von Hippel, 1977], R&D competence [Zahra, 1991;
1993], and team composition [Zahra, 1996]), and (b) size and age of the venture (i.c.
Venkataraman & Low, 1994). Overall, the literature suggests that a close relationship
(fit and relatedness) between the new venture and the parent corporation increases
the survivability rates of the former, contributing positively to the profitability of the
latter (Sorrentino & Williams, 1995; Thomhill & Amit, 2002).

Considering the importance of the teams/units which have the distinctive role in
conducting CV activities on the behalf of a corporation, it is interesting to find only
limited literature and empirical studies which have examined their performance
(Birknishaw & Hill, 2003). In their pioneering study, Birkinshaw and Hill (2003)
define the CV unit as a separate entity established by the corporation in an attempt to
identity and nurture new business opportunities for the corporation. They examine
the performance of the CV unit combining subjective perceptual measurements of
the strategic value created by the unit and performance based measurements of the
unit’s investment portfolio. Their study recognises the intangible nature of outcomes
that may emerge from the operation of the CV unit, as well as the difficulties in using
“objective” measures of the unit’s performance, due to confidentiality. The CV
units’ strategic value included four sub-constructs: (a) creation of new companies
that increase demand for the corporation’s products or technologies, (b) increased
visibility/awareness of corporation, (c¢) creation of spin-out companies, and (d)
increased recognition across the corporation of the importance of new business
development. The investment portfolio performance was measured using two

constructs: (a) number of investments per year, and (b) portfolio liquidity event ratio.
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Their study provides an interesting dimension in accessing the outcomes of the CV
process, as 1t presents the CV teams and the individuals involved in these focused
corporate entrepreneurship activities as generators of both economic and strategic
value. The significance of the role of the “venturing team’”® is echoed in McGrath’s
et al. (1994) proposed model of five antecedent conditions for a venture to deliver its
anticipated rents. They argue that venturing team proficiency contributes positively
in creating rents for the new venture, and they bring forward issues such as team

dynamics, members’ characteristics, commonly shared objectives and interpersonal

trust, which moderate team proficiency.

Looking further at the literature on the outcomes assigned to the CV process, the
majority of conceptual and empirical studies draw conclusions from the corporate
entrepreneurship literature. Associating conceptually the CV process as a
manifestation of a corporate entrepreneurship process, the entrepreneurial posture
and entrepreneunal orientation of a corporation has been hypothesised to contribute
posttively to corporate performance (e.g. Covin & Slevin, 1991; Lumpkin & Dess,
1996; Zahra et al., 1999). Corporate performance is conceptualised as an economic
variable of two main dimensions: profitability (i.e. revenue generation) and growth
(i.e. sales and market share growth). Lumpkin and Dess (1996) and Zhara (1993)
argue that measuring the performance of corporate entreprenecurship should also
include “overall performance” and non-financial criteria, such as the corporation’s
reputation, public image and goodwill, and the perceived fulfilment of the initial
goals and objectives of the corporation. They acknowledge that the impact of
corporate entrepreneurship needs to incorporate both efficiency and effectiveness
measurements, as well as the evolution of the priority given by a corporation In
evaluating its entrepreneurial posture and orientation. This literature examines the
moderating and mediating role of organisational factors such as structure, strategy,
strategy making processes, firm resources, organisational culture and top team

management characteristics in the entrepreneurial orientation-performance and

® ] use the term as conceptualised by McGrath et al., (1994, pp. 355-356) with the venturing team
having a role “in creating and preserving heterogeneity among firms" and “create potentially durable
sources of uniqueness for a firm by establishing new ‘bundles’ of assets, together with routines
through which they are combined and manipulated”, while “teams are to a large extent responsible
for the organisational memory that allows a firm to ‘learn’ "
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entrepreneunial posture-performance relations’. Environmental factors and industry

characteristics have also been hypothesised to play a role in these relationships.

In their review of the literature on the entrepreneurial behaviour of corporate
managers, Kuratko et al. (2004) and Kuratko et al. (2005) argue towards the
espoused positive effects of corporate entrepreneurship on growth, strategic renewal
and innovativeness (Baden-Fuller, 1995), new combinations of resources (McGrath,
et al. 1994) and international success (Birkinshaw, 1997). Moreover, they argue that
the occurrence and continuous reinforcement of innovative and creative managerial
behaviour is crnitical in allowing higher level, long-term outcomes to occur (besides
financial performance). The literature proposes the willingness of a corporation to
continue implementing a corporate entrepreneurship strategy and the willingness of
corporate managers to behave in an entrepreneurial manner as crucial contributors to

the occurrence of various forms of value for the corporation and its managers.

For the corporate personnel, value might be created from the tacit knowledge and
social capital they develop by being involved in and implementing a corporate
entreprencurship activity. Middle-level managers have the potential to act as change
agents (Bower, 1970) within an organisational context due to their possession of
knowledge (Floyd & Lane, 2002), expertise and perceptions of the organisation’s
core competences (King et al. 2001). They may cause organisational change by
championing strategic alternatives and fostering organisational innovation (Quinn,
1985). Kuratko et al. (2004) argue that middle-level managers, as part of a

corporation’s human capital, potentially may be a source of competitive advantage to

the firm.

At the organisational level, value may also be created from the enactment of
entreprencurial behaviour through the rationalisation and dissemination of
organisational tacit (Floyd & Wooldridge, 1999; Hitt et al,, 1999) and explicit
(Pizarro-Moreno et al., 2007) knowledge, the creation of new value-creating core
competences, the emergence of a pro-entrepreneurship organisational culture, the

enhancement of innovation capability, and strategic diversification (Burgelman &

9 Covin and Slevin (1991) and Lumpkin and Dess (1996) provide a detailed review on this literature
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Grove, 1996). It is evident that looking at dynamic processes which connect the
enactment of corporate entreprencurship, organisational performance and value

creation is still an emerging field in the corporate entrepreneurship literature.

2.3 DYNAMICS OF THE CV PROCESS: AN ACTIVITY IN BETWEEN TWO CONTEXTS

One of the most complex issues surrounding the CV phenomenon is its unique
combination of diverse mentalities and behaviours around the same core activity,
namely the creation of new ventures. It is this uniqueness that makes it a highly
complex and uncertain process to study and to understand (Venkataraman et al.
1992). While CV i1s an enactment of entrepreneurship, it takes place within the
context of a corporation. While creating new ventures involves its own challenges
and barriers to survivability, CV is confronted with extra challenges peculiar to its
organisational context, as inherited from the parent corporation, which hosts the CV

process.

2.3.1 CV embedded in the corporate entrepreneurship process

Our knowledge of the institutional challenges that the CV process is confronted
with originates primarily from the literature that examines the interface and
interrelationship between corporate entrepreneurship and strategic management (e.g.
Sandberg, 1982; Drucker, 1985; Stevenson, 1985; Stevenson & Jarillo, 1990; Day,
1992; Hitt et. al. 2001). The examples of 3M, Intel (Burgelman, 2002) and AT&T
(Morris & Trotter, 1990) demonstrate the successful institutionalisation of
entrepreneurial processes within complex large corporations. They also highlight the
harmonious co-existence of managerial (administrative) and entrepreneunal

practices, when managed effectively and efficiently.

The pioneering work of Stevenson (1985) and Stevenson and Gumpert (1985)
conceptualise corporate entrepreneurship as a management approach of contrasting
characteristics to the administrative management approach. Distinguishing large
corporations between those that have an entrepreneurial focus and those with an
administrative focus, Stevenson explores their different approaches to management
across six dimensions: (a) strategic orientation (driven by perceived opportunity vs.
controlled resources), (b) commitment to opportunity (action vs, analysis driven), (c)

commitment to resources (minimal vs. complete), (d) control of resources (episodic
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use vs. complete ownership), (¢) management structure (flat vs. hierarchical), (f)
reward philosophy (based on value creation vs. on seniority and responsibility), (g)
growth orientation (rapid vs. slow) and (h) entrepreneurial culture (explorative vs.
planning oriented). The way a corporation approaches these dimensions both
individually and collectively appears to influence the enhancement or absence of an

entrepreneurial approach to management (Stevenson, 1985).

Moreover, these dimensions highlight the areas of internal conflict and pressure
between the two managerial approaches when they co-exist or when a corporation is
in the transitional phase moving from one approach to the other (Mitzberg & Waters,
1982). Van de Ven and Engleman (2004), recognising the complexity which
characterises large corporations, argue that it is not possible for top management
teams to personify entrepreneurial activities, but instead they need to establish
relationships within and outside their corporations with individuals and groups who
could do so. The top management teams also need to mobilise and align these
entrepreneurial activities with innovation, and to create institutional structures and
procedures which legitimise and enable them. They argue that the legitimisation
process of mnnovation and corporate entrepreneurship within a corporation has both
cognitive and socio-political dimensions, with the managers directly involved in
entrepreneurial ventures being active participants of the entrepreneurial process and

affecting it through their negotiation and political behaviour.

Covin and Slevin (1991), made a significant contribution with a conceptual model of
corporate entrepreneurship as a firm phenomenon. This introduced the notion of
organisations as entrepreneurial entities, viewing entrepreneurial firm-level
behaviour as a pervasive and integral part of an organisation’s operations. Their
model emphasises the entrepreneurial behaviour of individuals within large
corporations and how this behaviour affects organisational actions by giving
“meaning to the entrepreneurial process” (Covin & Slevin, 1991; p. 8). They model
external, strategic and organisational variables as moderators of a corporation’s
entrepreneurial posture, and propose a positive effect of the latter on firm
performance. The construct of external variables is composed by technological
sophistication, environmental hostility and dynamism, and the industry life cycle

stage of the corporation. The construct of strategic variables includes the strategy
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mission, business practices and competitive tactics of a corporation. The construct of
organisational variables refers to top management values and philosophies,
organisational resources and competencies, organisational culture and structure. The
model proposes the individual moderating role each groups of constructs has on a

corporation’s entrepreneurial posture.

In the same rationale, Zahra (1991) proposes a model in which environmental,
strategic and company related constructs jointly influence the entrepreneurial
activities of an organisation. In detail, the environmental variables relate to the
hostility, dynamism and heterogeneity of the environment. Regarding the strategic
variables, Zahra proposed the importance of the content of the corporate strategy as a
moderating factor of the company’s entreprencurial activities with the emphasis
being on growth and stability strategies. Regarding the organisational factors that can
be important predictors of corporate entrepreneurship activities, the focus was on
organisational structure and organisational values. The pursuit of entreprencurial

activities was modelled to influence organisational performance.

Butler (1991) proposes the existence of two processes during the enactment of
entrepreneurial behaviour within a large corporation: (a) an entrepreneunal process,
of opportunity “noticing”, and (b) a managerial process, of actions taken on “noticed
opportunities”. A significant contribution of his proposed model is the distinction
between inside and outside (the organisational boundaries) entrepreneurial
behaviour. His argument is that there is a relationship between noticing opportunities
within and outside the organisational and industry boundaries of a corporation: as the
level of inside entrepreneurial behaviour and action decreases, the level and
proportion of outside entrepreneurship increase. Butler attempts to explain, with this
proposed relationship, the process through which corporate entrepreneurs create new
ventures outside the organisational boundaries, as a reaction to being frustrated by
the inability of the corporation to take action on opportunities they noticed.

Consequently, organisational flexibility ' to identify external or intemnal

19 Organisational flexibility is conceptualised as the ability of the firm “zo deal with its marketing,
production, and technical opportunities, while also creating and maintaining a climate that supports
creativity and innovation (Albetti & Stuart, 1986)" as cited in Butler (1991; p. 256)
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opportunities has a moderating effect on the proportion of internal to outside

entrepreneurial behaviour.

2.3.2 Focusing on the CV process itself
The literature which unfolds the CV process is limited and dated between the second

and third CV wave. Consequently, it is preoccupied with internal CV activities.
Venkataraman et al. (1992; pp. 489-491) distinguish the venturing activities which
compose the CV process into three distinctive challenges faced by corporate
managers: (a) business founding'', (b) managing the hierarchical process”, and (¢)
managing the institutional context'”. They view the dynamics of the CV process
across 1ts evolutionary path, as the fulfilment of four conditions: definition,
penetration, contagion and institutionalisation within the organisational context of
a large corporation. The definition stage of the proposed CV process involves
actions, structures and strategies that aim to clarify and develop “the current and
expected future positions of a new idea or initiative”. The second stage involves
actions, structures and strategies that aim to take the outcome of the definition stage
into implementation forcing market entry. The third stage involves actions, structures
and strategies that aim to cope with growth, while the fourth stage involves actions,
structures and strategies that aim to integrate the “new initiative with the body of the
corporate or mainstream of the firm” through processes of legitimisation and
socialisation, preparing “the new business for corporate citizenship”. It is clear that
these four stages or conditions of the CV process run across the three areas of
challenges, implying three distinctive levels of analysis with regards to the
hierarchical position of the actors involved at each level: (a) the venture level with
the main actors'being the venturing managers, (b) the venture level with the main
actors being the venturing champions interacting between the venturing team and the

institutional context, and (c) at the venture population level with main actors being

'l This challenge involves the creating and developing of competencies and infrastructure to develop,
manufacture, market, distribute and service the product, comprising a set of founding sub-processes

2 This challenge involves activities (gaining political support, currency and resources) to fostering the
venture created while managing the hierarchy, comprising a set of fostering sub-processes

13 «“Business founding” and “managing the hierarchy” take place within the institutional context. The
latter involves activities of developing the repertoire of routines and styles that foster firm vitality and
innovation at a macro-organisational level, comprising a set of context-managing processes
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the top management team dealing with institutional context. The model stresses the
importance of champions for hierarchical management of the CV process,
illustrating its characteristics as a process that cuts across the micro and macro

organisational levels of actions, decisions and outcomes.

The model assumes that the main concemns “of the top management of a corporation
from a corporate venturing point of view are to ensure that a wide variety of new
ventures are initiated within the firm and to ensure that as many ventures survive
and succeed as possible” while “firms may differ in the styles they adopt to manage
the process of variation, selection, and retention” (Venkataraman et al., 1992; p.
507). Even though Venkataraman et al. recognise that they approach the top
management team from the CV perspective, their model does not deal with the case
where the CV process 1s competing at the macro organisational level with other
alternatives of innovation and growth, for resources and acceptance from the top
management team. It presupposes an ex ante top management team’s strategic vision
on the utilisation of CV. However, in an even higher level of abstraction than the one
proposed in their model, top management teams deal with other variations part of

which is CV (1.e. CV might be competing with acquisitions, M&A).

Burgelman’s (1983c) work takes a step further to a higher level of abstraction, and
treats the strategic vision of the top management team towards the management of
entrepreneurial systems from an ex post approach (i.e. internal CV). He introduces an
experimentation-and-selection approach of dealing with entrepreneurial activity .
Using internal CV activities as an exemplification of autonomous behaviour within
the organisational context of a large, established corporation, he unfolds three levels
of processes: (a) a process model of internal CV (Burgelman, 1983b), (b) an
evolutionary framework of the strategy making process of the established
corporation (Burgelman, 1983a), and (c) the dynamic forces model driving the
evolution of a firm (Burgelman, 1994). CV, approached as an intra-organisational
activity, is linked with the strategy process of a corporation, and the Industry-

corporation interface in guiding the evolution path of the corporation within an

14 This is a similar debate to the top-down vs. bottom-up vs. middle-up-bottom notion of strategy
process (Nonaka, 1983).
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industry. Burgelman’s (2002; p. 17) process model of internal CV “documents the
simultaneous as well as sequential strategic leadership activities” of three generic
levels of corporate management: (a) venture team, (b) middle/senior management,
and (c) corporate management, across two levels of strategy-making: (i) corporate-

level and (i1) business (or venture) level.

The corporate-level strategy-making involves two overlaying processes of the
determination of the structural and strategic contexts of the corporation. The
structural context determination 1s perceived as the “administrative and cultural
mechanisms that top managers can use to maintain the link between strategic action
and the existing corporate strategy” (Burgelman, 2002; p. 12). The strategic context
determination 1s the “political mechanisms through which middle managers question
the current concept of strategy and provide top managers with the opportunity to

rationalise, retroactively, successful autonomous strategic behaviour” (Burgelman,

1983c; p. 1350).

The business-level strategy making involves two core processes to the CV process:

>, and (b) an impetus process'®. These two processes deal

(a) a definition process'
with the way a new venture 1s defined as a business idea, and how it is managed to
gain momentum and be accepted within the organisation. These are quite similar
processes to the ones proposed by the Venkataraman et al.’s model. While the
structural context of a corporation, as set by the top management team, defines the
boundaries of action of all activities including venturing, the defimtion process
introduces new ventures’ initiatives, as the outcome of the strategic leadership
actions of operational and middle-level managers. These are two opposing forces, as
the structural context attempts to maintain the existing strategic context, while the

development of new ventures through the impetus process challenges 1t.

With this model, Burgelman emphasises the role of different management levels in
the CV process. Operational managers at the venture team, by questioning the

existing structural context, generate new business ideas and focus on the technical

15«4 ctivities involved in articulating technical-economic aspects of an internal CV project”

Burgelman, 1983b (p. 229)
'6 The process through which an internal CV project “gained and maintained support in the

organisation” Burgelman, 1983b (p. 229)
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and market development of them. Middle-level managers, by negotiating with the
existing structural context, attempt to delineate the strategic contexts of the new
ventures, whilst they coach and manager the venture portfolio, providing
organisational championing for the ventures. Corporate managers, by motivating
the experimental process towards the creation of new ventures, authorise the success
of them, and determine the internal selection criteria to rationalise and to incorporate
the new ventures into the corporate strategy, committing the corporation’s full

support to them.

Building on the work of Burgelman (1983c) and Bower (1970), Garud and Van de
Ven (1992) provide another insightful framework for understanding the dynamics of
the CV process. With the emphasis being on the premises of actions and decisions
surrounding the process, they examine the role of the adaptive process of “trial-and-
error learning” and the role of “action persistence” in guiding the development of
new ventures. Trial-and-error learning allows venture managers in situations of
uncertainty to evaluate the outcomes associated with the course before forming
decisions on future actions, eliminating current actions with negative outcomes. On
the other hand, due to ambiguity over outcome and the occurrence of slack of
resources venture managers might persist in their actions despite the occurrence of
negative outcomes. They also introduce two constructs (changes in the external
environment and corporate sponsor’s involvement) which have an input 1n the
action-outcome relationship. They suggest that under conditions of ambiguity and
slack resources action persistence may be accompanied by an insulation of the CV
process to the inputs of the external and institutional environment, while the trial-
end-error learning process allows the CV process to be more interactive and open to
the inputs of the internal and external environment. Their model identifies the role of
the parent-corporation’s top management teams as critical in directing the CV
process, as mentors, critics and champions of the CV process and its ventures. They
argue that these roles can be enacted in an interchangeable fashion according to the
outcomes of the process. The level and intensity of the involvement of the

corporation’s top management team is critical in successfully performing each role.
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2.4 CONCEPTUAL FRAMEWORK: A HOLLISTIC APPROACH TO THE CV PROCESS

Having conducted a review of the relevant literature on the characteristics and
dynamics of CV as an activity and process, this section focuses on presenting the
research rationale and conceptual framework of the study. I perceived the
involvement of a corporation in CV activities as an initiative which faces
entrepreneurial and managerial challenges during the process of its initiation and
implementation, while delivering outcomes to the organisational and business
context of the corporation. Birkinshaw (1997; p. 209) argues that “the initiative
process in bounded by the identification of an opportunity at the front end and the
commitment of resources to the undertaking at the back end. Note that long-term
success of the resultant business activity is a secondary issue. The entrepreneurial
challenge is to move from an idea to a commitment of resources; the managerial
challenge is to make the resultant business activity profitable”. Approaching CV as
an initiative, I was interested in examining the process of it at two levels: (a) at the
CV team level, and (b) at the corporate level. The venture level was examined as a

complementary level.

While the existing literature looks at the CV process as occurring around the creation
of new ventures, my focus was on examining the involvement of a corporation in CV
activities, as an alternative path to growth and innovation. In the 1990s many large
corporations lacked extensive exposure to CV. However, a significant number of
them across all industries decided to get involved, primarily motivated by the
anticipated outcomes of CV. Other strategic options such as M&A, acquisitions, JVs,
in-house innovation schemes were available as alternative avenues to growth and
innovation. CV though was perceived as the new managerial panacea for large
corporations, if applied appropriately. In 1999, the UK government promoted CV as
an alternative partnership form between large and small companies, and taxation

incentives'’ were granted for both.

"The UK government introduced a 20% tax relief on profits to encourage investment in minority
share holding in small higher risk taking companies. The intention was to increase the supply of VC to
small firms and to reinforce CV activities (Inland Revenue Report, 1999). The scheme was activated
in April, 2000. In the same year, CBI released a report on the benefits of CV in an attempt to increase
its awareness among small and large companies (www.cbi.co.uk).
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Besides being interested in the initiation of CV as an initiative, I was specifically
interested in examining the way this action was implemented within the existing
organisational context of these corporations. Implementing CV within a pre-existing
organisational context i1s a challenging task. Influenced by the corporate
entrepreneurship literature, 1 was interested in examining the role organisational
structure, culture and resources had in this process. I also considered the role of the
actors/people involved in the implementation of the CV initiative to be important.
While the literature suggests that organisational context has a moderating effect on

the implementation of CV activities, I was also interested to examine whether the

decision to undertake CV activities had an impact on the organisational context.

In terms of the outcomes of initiating and implementing the involvement in CV
activities, I was interested 1n examining the consequences of such an experience on
the corporation, in terms of any occurred changes in the organisational culture, on
organisational knowledge and strategy making. I was also interested in examining
how the CV experience had affected the CV team. Figure 2.1 provides an illustration

of the constructs and their relationships the study focused on.
The research aim of the enquiry can be summarised as:

“to explore and explain the process of involvement in and
implementation of corporate venturing by a large corporation and its
impact on the organisational context”

From this statement three main research questions emerged:
(a) How does CV arise within large corporations?
(b) How is CV implemented within an organisational context?

(c) What are the consequences for the CV team and the parent corporation

from the involvement 1n CV activities?
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Following a process model approach, the conceptual framework of the CV process is
organised around three stages: (1) initiation, (2) implementation and (3) outcomes.
The process runs in paralle]l in two domains: (a) the organisational domain, and (b)
the CV team domain. The organisational domain is composed by the existing
strategy context (corporate strategy), and the organisational context (organisational
structure and culture, human capital-people, and availability of resources). The CV
team domain is composed by the CV unit itself and the venture development process,
generating a level of financial and non financial performance from individual
ventures or collectively from the venture portfolio. The two domains are related and
interact through operational and administrative linkages, primarily related to the way
the CV activities have been approached and implemented by the corporation. The
outcome of this interaction may generate adjustments to the organisational domain,
leading to changes of the strategy context and the organisational culture of the

corporation.

2.4.1 CV: As a strategy process

The CV and corporate entrepreneurship literature treats the involvement in CV
activities as a discrete decision of strategic importance that produces some outcomes
for the parent corporation. CV, as an initiative, involves a decision and the
commitment of a group of individuals to action. To argue towards the strategic use of
CV (Covin & Miles, 2007), and the employment of a venturing or even
entreprencurial strategy by a corporation, I propose that a pattern of decisions and
actions (that occurred before, simultaneously and after the decision to be involved 1n
CV activities) need to be studied. Consequently, a more holistic approach to the CV

process 1s proposed and adopted by the current study.

Influenced by the strategy process literature which addresses how strategies are
formulated, implemented and changed (Chakravarthy & White, 2002), I developed a
model of the CV process around three stages: (a) initiation, (b) implementation, and
(c) outcomes of CV (Figure 2.1). In accordance with Chakravarthy and White’s
observation that a “decision” is only the temporal commitment of corporate actors to
an action, I was interested to see the interaction between the decision of a corporation

(to be involved in CV activities) and the action taken (conducting CV activities) in
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response to this decision. It is argued that this. interaction is influenced by the

119

corporation’s organisational context (structural ~ and strategic context, informal

20 and intentionality®' or strategic intent) which shapes the way the

organisation
decision-action interaction develops. The outcome of the decision-action interaction
is conceptualised by Chakravarthy and White as the strategy dynamic, 1.e. the
direction towards which a corporation can move within the strategy space. They
propose four forms of strategy dynamics: (a) improving/imitating (by benchmarking
the current strategy content to the one of industry leaders; (b) consolidating (by
monitoring its competitors and improving its strategy content); (c) innovating (by
seeking to innovate); (d) migrating (i.e. from a cost to a differentiation leadership
strategy) in terms of its strategy content. Miles and Snow’s (1978) typologies of
strategy dynamics categorising corporations as prospectors, analysers, defenders and

reactors are among the rare studies that link strategy dynamics and the underlying

process that produces them.

The current study aimed to examine whether the decision to be involved in CV
activities and the sequence of actions-decisions that followed led to the occurrence of
strategy dynamics as an outcome, or more modestly generated the redefinition of the
strategy context of the corporation leading to entrepreneurial strategy content. Even
though Covin (1991) identified different patterns of strategic behaviour demonstrated
by conservative and entrepreneurial companies, his study does not deal with how or
whether the same company might move from one type to the other. Mintzberg and
Waters (1982) suggest that during its chronological evolution, a corporation moves
from an administrative to an entrepreneurial mode of strategy, followed by another
phase of administrative mode. Organisational learning and changes in the
organisational culture were proposed by the current study as moderating constructs

that could have contributed to any change of corporate strategy. In the case that no

19 Based primarily on Bower’s and Burgelman’s work , structural context involves divisional structure

issues, information management, human resources and control systems |
20 A5 introduced by Barnard (1938), informal organisation is a constructs which involves leadership

skills, emotional intelligence, empowerment and issues of procedural justice .
21 Intentionality conceptually is equivalent to the mission of a corporation, influencing the way 1ts
managers perceive opportunities, leverage and renew corporate competences
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change in the corporate strategy had occurred, I was interested in examining the

preventablé conditions.

2.4.2 CV: As a corporate entrepreneurship process

Corporations, as organisational entities, follow social and organisational structures,
which guide their evolution and adaptation to the external environment. They may
act as entrepreneurial entities (Covin & Slevin, 1991) during certain phases of their
life cycles (Mintzberg & Waters, 1982), exhibiting a level and degree of
entrepreneurial posture. To arrive at the demonstration of entrepreneurial pdsture,
behavioural characteristics such as autonomy, risk-taking, innovation, proactiveness
and competitive aggressiveness need to be experienced among corporate managers

and a new entry of entrepreneurial orientation need to be exemplified.

While a process 1s assumed to have guided this scenario, there is limited work on the
decisions and actions involved for a corporation involved in entrepreneurial
activities. Homsby’s et al. (1993) proposed conceptual model is among the rare
attempts to look at the sequence between decision and action of the corporate
entrepreneurship process. Even though they refer to the “decision fo act
intrapreneurially” and not directly to the decision to be involved in CV activities,
their model is used here for demonstration purposes only. They argue that the
interaction between organisational22 and individual® characteristics and “some kind

"4 result in the decision to act intrapreneurially. Even though

of precipitating event
Hornsby et al. do not go into detail to explain the characteristics of such event, they
argue that following this decision a set of actions is initiated. Treating the decision to
act in an entrepreneurial way as a business opportunity, the primary purpose of the
set of actions that follows is to explore the feasibility of it, as well as resource
availability and the ability to overcome organisational barriers. Once these actions

have been carried out, the implementation phase of the idea follows.

2 Management support, autonomy/work discretion, rewards/reinforcement, time availability and
organisational boundaries

23 Risk-taking propensity, desire for autonomy, need for achievement, goal orientation, and internal
locus of control

2 The concept of the “precipitating event” shares similarities with Shapero’s (1984)
conceptualisation of the “trigger event” in explaining the antecedents to entrepreneurial activity
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Homsby’s et al. model is a step forward in understanding the stages involved in
initiating and implementing a corporate entreprencurship initiative. However, its
deterministic and static view of the entrepreneurship process does not capture the
dynamic interactions among the proposed constructs. In comparison to Burgelman’s
model, 1t can be argued that the latter views the CV process as a change agent,
unfolding how the corporation deals with an autonomous, entrepreneurial behaviour.
Homnsby’s et al. model focuses primarily on the contribution of individual and

> and the business opportunity

organisational characteristics in the CV process
exploitation process, while it treats the rest of the organisational context as static and
granted. While 1t 1s acknowledged that each model and approach has a different
focus, the current study proposes that the strategy and the entrepreneurship processes

co-eXist.

2.4.3 CV and strategic context: An induced or autonomous behaviour

Reviewing the relevant literature, it was observed that there is limited research in
unfolding the rationale and main motivators behind the involvement of large
corporations in CV activities. Unfolding the initiation process of CV activities can
allow for a better understanding of the characteristics and planning of entrepreneurial

and strategy processes 1In carrying out these activities.

The strategic relatedness of a CV initiative to the current corporate strategy of a
corporation refers to the degree of newness of the initiative to the organisation.
Sorrentono and Williams (1995) and Thornhill and Amit (2000) argue that the degree
of relatedness (from being closely related to being completely unrelated) affects the
way the CV process requires to be handled creating a variation of challenges and
actions a corporation needs to take in order to effectively manage the CV process.
This study proposes that arriving at the decision to be involved in CV activities may
be a strategic choice to implement the current corporate strategy of a corporation

(Covin & Miles, 2007), as an exemplification of induced managerial behaviour.

The literature argues that close relatedness between the CV process and corporate

strategy is positively associated with a positive performance for new ventures.

25 As an exemplification of a corporate entrepreneurship process
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Resource dependency theory suggests that an initiative which supports the current
flow of resources has a higher chance of survival than an initiative which challenges
the existing strategy. However, 1n a dynamic conceptualisation of the CV process,
the degree of closeness or relatedness 1s subject to amendment, as the direction and

content of each of the constructs evolves.

On the other hand, from an evolutionary and institutional theory approach, the
decision to be mnvolved in CV activities might be the outcome of a process which
involves (a) individuals’ interpretations of opportunities within or outside the
organisational boundaries related to new products and markets, (b) organisational
characteristics, such as the existence of an experimental, innovative, risk-taking
culture, and a rewarding attitude towards entrepreneurial behaviour, and (c) a highly
entrepreneurial and competitive external environment. This study proposed that
operational and middle-level managers, by interpreting these dynamics, initiate and

drive the decision to be involved in CV activities.

Following a “bottom-up” approach to the involvement in CV activities, the role of
middle-level managers 1s crucial (Venkataraman et al., 1992; Day, 1994; Burgelman,
1983b) in defining the role of the CV activities and in championing the CV process
to gain acceptance by the top management team, and eventually survive. The dual
role middle-level managers are required to perform (Day, 1994), as product
champions and as organisational sponsors, involves a higher degree of challenges
than that of an independent entrepreneur. Treating the decision to be involved in CV
activities as a venture itself (Homsby et al.,, 1993) or treating it as a variation that
competes among other variations to be selected by the top management leads to
different approaches towards CV. This study proposes depending on the drives of
involvement in CV activities different configurations of approaches towards CV

arise within an organisation.

2.4.4 CV team or unit: The organisational form of the CV process

Due to the retrospective stance the current study adopted of the CV process of large

established corporations, it was assumed that the decision to get involved in CV
activities was exemplified by the establishment of a distinctive team or unit to

conduct these activities. There is a clear influence from Birkinshaw’s (1997)

36



distinction between focused and dispersed modes of corporate entrepreneurship,
which conceptualises the establishment of a distinctive organisational unit expressly
for the purpose of activities equivalent to focused corporate entrepreneurship. A
dispersed mode would be equivalent to entrepreneurial activities possible to arise
from all hierarchical and operational levels of a corporation. It also needs to be
considered that the current study was conducted just after the end of the third CV
wave, during which large corporations tended to conduct CV activities by

establishing distinct units to do so.

The construct of the “CV team or unit” is treated as equivalent to the organisational
design of a “New Venture Division” as proposed by Burgelman (1984a; 1985). The
basic characteristic of this design is that “it provides a fluid internal environment for
projects with the potential to create major new business thrusts for the corporation,
but of which the strategic importance remains to be determined as the development
process unfolds” (Burgelman, 1984a; p. 163). The relevant literature argues that the
operation of a venturing team is guided (a) by a set of goals (intentionality) or
objectives (strategic and/or financial), and (b) by the establishment of administrative
(i.e. governance and control mechanisms) and operational (i.e. communication,
information flow, dissemination of skills and knowledge) linkages with the parent
corporation. Burgelman (1984a) proposes that the “New Venture Division™ requires
comparatively loose operational and administrative linkages to the corporation, while
its strategic and operational relatedness to the corporation is ambiguous. The current
study proposes that there is a configuration between the approach taken towards CV,
as formed at the initiation of the CV process, and the selection of the features of the

organisational design to conduct these activities by the corporation.
2.4.5 CV’s core activity: New venture development process

Turning the focus of analysis on the CV team or unit, the new venture development
process employed by the venture team was examined. The intention was to use the
new venture-level process as a measurement of the approach the corporation was
taking towards CV. The stages of the new venture development and the criteria used
by the CV team to access opportunities, the level of involvement of the CV team and

of other corporate units in this process, are treated as sub-constructs of the approach
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a corporation was taking towards the involvement in CV. Due to this, the dynamics

of new venture process, as summarised at Table 2.2, were considered.

Table 2.2: Dynamics of the new venture process
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Hornsby et al. 1. Precipitating event
(1993) 2. Decision to act entrepreneurially
3. Business feasibility planning
4. Idea implementation

Venkataraman et 1. Ideating (the concept business: variations and selection)
al. 2. Forcing (development of transactions with stakeholders & identification of
(1992) resources)
3. Rollercosting (dealing with complexity and interdependency & increasing
demand)

4. Revitalising (maintaining innovation & efficiency)

Gartner l. Founding opportunity
(1985) 2. Accumulation of resources
3. Marketing of product
4. Product production
5. Building of organisation
6. Responding (government & society)
George & l. Venture creation
MacMillan (1985) 2. Momentum stage

Examining the new venture development followed by a CV unit allows direct access
to the entrepreneurial behaviour of the venturing/operational managers and the
middle-level managers at two levels of analysis: (a) at the venture level, and (b) at
the CV team level. The literature suggests that venture characteristics such as
strategic relatedness, venture team characteristics, and venture team efficiency
contribute positively to the survival rates of new ventures. The current study
examines how these variables affected the evolution of the ventures (as a portfolio)
and the evolution of the CV team. With regards to the evolution of the team, the
interest was on examining how the CV team developed capabilities and used them 1n
the CV process. Team efficiency is argued by McGrath et al. (1994) to contribute
positively to the success of ventures, and is implied as being a contributor to the

realisation of competences and knowledge at the organisational level.

2.4.6 CV and organisational context: Establishing linkages

Considering the institutional challenges that the CV process is confronted with, the
current study examines the configuration of organisational constructs in relation to
the way the decision to be involved in CV activities is implemented and developed
within the existing organisational context. The relevant literature (e.g. Kuratko et al.

2004) argues that intra-organisational conditions (related to appropriate use of
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rewards, managerial support, organisational culture, resource availability, time
availability and work discretion) contribute positively in enhancing entrepreneurial
behaviour and in facilitating an organisational context approprate for the flourishing
of corporate entrepreneurship activities, Burgelman (1984a, 1985) argues that for the
“New Venture Division” to facilitate its purpose in conducting CV activities, the
interfaces between the division and the rest of the corporation need to be considered.
Burgelman (1985) and Venkataraman et al. (1992) argue that the top management
team has the responsibility for providing an adequate structural context for the
ventures to operate, and for establishing a process for defining and determining the
strategic context of the CV activities, in order to achieve integration and
institutionalisation by the corporation. Covin and Slevin (1991) argue that
organisational structure and culture, organisational resources and top management’s
philosophy and values have a moderating effect on the degree of entrepreneurial

posture of a corporation.

Summarising the relevant lhiterature, the current study decided to focus on four
constructs related to the organisational context of large corporations: (a)
organisational structure, (b) organisational culture, (c) resources and (d) people
involved 1n the CV process. The constructs of “organisational structure” and
“organisational culture” are conceptualised as equivalent to the administrative and
operational linkages chosen by a corporation to define the relationship between the
CV unit and its activities to the rest of the corporation (Burgelman, 1984b). The

{

constructs of “resources” and “people” involved in the CV process are
conceptualised as equivalent to two forms of capital (financial and human) required

in organising the CV unit and providing the bases for organisational action.

The construct of “organisational structure” is conceptually equivalent to
Burgelman’s construct of “structural context”, and specifically to the administrative
mechanics of maintaining control, communication and information flow between the
CV unit and the corporation. The relevant literature argues towards “an
‘appropriate’  structural form” of decentralised decision-making, minimal
hierarchical levels, free-flow of communication, and closely integrated operational

functions for entrepreneurial activities to flourish (Covin & Slevin, 1991; p. 18).

39



Following the same rationale, the ‘“organisational structure” construct was

composed of the following sub-categories:

(a)The structural design of a corporation [e.g. differentiation and
decentralisation (Miller, 1983)];

(b) The communication linkages between the CV unit and the rest of the
corporation (Antoncic & Hisrich, 2001; Keil, 2004);

(c) The reporting linkages between the CV unit and the top management team
and other stakeholders (Zahra, 1996; Burgelman, 1984a);

(d) The establishment of formal and informal, direct or indirect relationships
between the CV unit and other operational units, as evidence of strategic
relatedness and emergence of synergies between the CV unit’s activities and

the core business activities (Burgelman, 1984b); and

(¢) The changes in structural context of the CV unit, as the unit and the
corporation evolve, as evidence of the integration or isolation of the CV

process and activities by the rest of the corporation

Examining the cultural mechanisms employed to associate the CV unit with the rest
of the corporation, the relevant literature highlights the existence of a supportive
organisational culture (Brazeal, 1993; Kanter, 1985; Kuratko et al. 2005) as a key
determinant of the encouragement of entrepreneurial activities within an organisation
(Badguerahanian & Abetti, 1995). Floyd and Wooldridge (1992), building on the
work of Miles and Snow (1978), examine the association between the four types of
organisational cultural contexts (prospectors, analysers, defenders and reactors) to
four strategy-making processes (championing, facilitating, synthesising and
implementation). Their findings argue that managers who were influenced by the
organisation’s culture demonstrate different propensities towards the four strategy
making pr006536326. Considering that culture reflects the way an organisation acts
and reacts towards opportunities and changes (Miles & Snow, 1978), the construct of

“organisational culture” was composed of the following sub-categories:

W

26 ;.. Managers from prospector firms reported significantly higher levels of championing activities
than managers in defender firms
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(a) The values and attributes of the parent corporation’s organisational culture

towards innovation and novel routines;

(b) The values, beliefs, attitudes, expectations and assumptions which

compose the cultural context of the CV unit;

(¢) The role of the existing culture in creating and facilitating linkages

between a newly established CV unit and the rest of the corporation;

(d) The cultural barriers and constraints in accepting the CV unit and the new

ventures created, as evidence of cultural inertia (Burgelman, 1985; Block &
MacMillan, 1993);

(e) The level of cultural relatedness®’ between the new routines introduced by

the CV unit and the core businesses, and;

(f) The changes of the cultural context of the parent corporation and of the
CV unit, with both entities evolving, as evidence of the integration or

isolation of the CV process and activities by the rest of the corporation

The construct of “resources” was conceptualised as one of the forms of capital
contributed by the parent corporation to the CV unit to enable the latter to conduct
CV activities. The other form of capital considered was human capital leading to the
development of the “people” construct. The literature argues that availability of
resources, including time, contrtbutes positively in encouraging continuous
engagement in entrepreneurial behaviour by operational and middle-level managers
(Kanter, 1985; Sykes, 1986; Stopford & Baden-Fuller, 1994). The CV capital
literature, influenced by the venture capital model of carrying out CV activities,
argues towards the allocation of a committed fund by the corporation to carry out CV
activities (Chesbrough, 2002), implying a secured access to financial resources and
autonomy of the decision making regarding the venture portfolios of the CV units.

The construct of “resources” was composed of the following sub-categories:

(a) The type of resources involved in the CV process and in organising the

CV unit;

e L A —

27 1 the sense of the “way we do things around here” (Deal & Kennedy, 1982)
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(b) The characteristics of the allocation system of resources to the CV unit;

(c) The control mechanisms employed by the top management team to

supervise the use of resources by the CV unit (Barminger & Bluedom, 1999,

Zahra, 1996);
(d) The level of availability of resources (Burgelman, 1983c); and

(e) The changes in the types and in the allocation system of resources, as the

CV unit, its portfolio and the corporation evolved

The construct of “people” involved in the CV process examines the human capital
involved in the initiation and implementation of the CV activities. The CV and the
corporate entrepreneurship literature highlight the role and the importance of
behavioural characteristics of individual actors who identify a business opportunity,
champion it, sponsor 1t and legitimise 1t within an organisation (e.g. Kuratko et al.,
2004). The managers composing the team of the CV unit, and the senior managers
involved in the CV process are a focus of the current study. The emphasis 1s also on
the composition of the CV team and the dynamics of it, as part of its demonstrated

team efficiency (McGrath et al., 1994). The construct was composed of the following

sub-categories:

(a) The hierarchical level and the characteristics of the managers involved (1.e.

experience and capabilities in CV activities) in the CV process;

(b) The composition of the CV team and personnel transfers (Burgelman,

1985);
(c) The role and responsibilities of the CV unit’s champions (Day, 1994);

(d) The formal and informal mechanisms employed by the top management
team and the CV umt in motivating and rewarding the managers directly

involved in the CV process; and

() The changes in the individuals involved in the CV process, as the CV unit,

its portfolio and the corporation evolved

The current study also examines how the pre-existing organisational context (as a

configuration of the four organisational constructs) impacts the implementation of
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the CV process and the way the CV activities are conducted by the corporation.
Moreover, influenced by Covin and Slevin’s (1991) proposed model, the current
study examines the impact of the decision to be involved in CV activities on any of
the four organisational constructs. The examination of these two impacts is based on
the rationale that the requirement to successfully undertake entrepreneurial activities
would have initiated a series of organisational adjustments in the organisational

context for incorporating the new activity (i.e. the CV unit, its activities and its

rationale).

This study also aimed to examine the role control and evaluation mechanisms have
on monitoring the CV process and the decision of a corporation to be involved in CV
activities. It was assumed that the pre-existing organisational context of the
corporation influences the way CV is perceived and evaluated. The degree and level
of organisational adjustment a corporation was going through to incorporate the CV

activities were treated as moderators of their performance.

2.4.7 CV process’s outcomes: Direct and indirect impact

The interaction between the decision to be involved in CV activities (initiation) and
the action to conduct CV activities within the organisational context of the parent
corporation (implementation) produces a series of outcomes. The literature is
preoccupied with the outcomes of the CV process as represented by the creation of
new ventures. This stream of literature examines the performance (financial and
strategic) of new ventures. The current study distinguished itself from this stream of
research, by examining other areas of outcomes related to the impact of the CV
process at two levels: (1) at the CV team and individuals involved in them, and (2) at
the organisational level. Drawing primarily from the corporate entrepreneurship and

internal CV literature, the emphasis was on examining:

(a) The direct outcomes of the involvement of a corporation in CV activities

at the CV team level;

(b) The indirect impact of the CV team on organisational processes, such as

learning, culture and strategy; and

(c) The direct impact of the involvement of a corporation in CV activities at

the organisational level: operational level (financial performance); managerial
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level (cultural change and learning, reputation); and strategy level

(emergence and adoption of entreprencurial strategy)

Influenced by the work of Burgelman (1983a; 1983b) and Covin and Slevin (1991),
the current study proposes that during the initiation and the implementation phase of
the CV process, the corporation 1s going through a period during which an
opportunity (investing resources in new ventures) is exploited and a new initiative
(corporate entrepreneurial behaviour towards business development) attempts to gain
legitimacy. The proposed occurrence of organisational adjustments to fit the new
initiative leads to a further re-definition of the strategic context of the corporation.
The degree of strategic adjustment is proposed to be in proportion to the

organisational adjustment.

The charactenistics of the re-defined strategic context are proposed to be closely
related to the entrepreneunal strategy mode (Dess et al., 1997). The experience that
the corporation has gained by conducting CV activities is proposed to have enhanced
the characteristics of proactiveness, risk-taking and innovative outlook.
Entreprencurial activities and behaviour are encouraged and rewarded, while top

management has generated processes and mechanisms to allow for such behaviour to

flourish.

The current study proposes that the occurrence of learning through the involvement
in CV activities at the level of the CV unit is disseminated to the rest of the
corporation. The tacit knowledge gained from the involvement in entrepreneurial and
innovative activities contributes positively to the change of the current strategy
context to a more entreprencurial oriented strategy context. Barr’s et al. (1992)
cognitive model of organisational renewal proposes top managers’ attention to and
interpretation of changes in the organisational environment as moderating factors in
changing the cognitive models and processes of these top managers in order to cause
organisational renewal. In the context of the CV process, attention by the top
management team to the capabilities and routines that the CV unit is introducing to
the organisational context and the meaningful interpretation of them are expected to
contribute positively to the integration of an entrepreneurial mode of strategy in the

corporation. The capabilities, routines and competences that the CV unit develops
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through the engagement in CV activities can be realised and integrated through the
effective use of the administrative and operational linkages between the CV unit and

the corporation (Zahra et al., 1999).

The involvement of the CV unit in CV activities 1s proposed to have generated a
distinctive entrepreneurial culture within the unit. The dissemination of values and
attributes to the rest of the corporation are expected to create an organisation-wide
climate of tolerance and acceptance of entrepreneurial activities, making the overall
organisational culture more open to CV activities. The occurrence of cultural change
as an outcome of the involvement of the corporation in CV activities is proposed to
contribute positively to the change of the current strategy context to a more
entrepreneurial oriented strategy context. The familiarisation of the corporation with
entrepreneurial activities 1s proposed to have created a positive climate and approach
towards entrepreneurial behaviour. While the mechanisms of organisational learning
and cultural change are proposed to be contributors to the strategy content change,
the current study proposes that the occurrence of positive financial and non-financial

performance by the CV unit moderates their impact.

2.6 CONCLUSION

This chapter presented the foundations and influences of the current study from the
corporate entrepreneurship, the CV and the strategy process fields. The emphasis was
on discussing the existing literature about the CV process. The review indicated that
there is limited published research which adopts a holistic view of the CV process,
and even more limited research on unfolding the dynamics of this process. Based on
this identified research gap, a conceptual framework (Figure 2.1) was developed
proposing a holistic view to the CV process, as initiated and implemented within the
organisational boundaries of a large corporation. The framework outlines the
constructs of the study and proposes relationships linking them, guiding the research
enquiry and research questions during the fieldwork of the study. The next chapter
views the conceptual framework from three different theoretical perspectives in an

attempt to crystallise further the notion of the research rationale of the current study.
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3. CHAPTER 3: IN DIALOGUE WITH THEORY

3.1 INTRODUCTION

In the present chapter, the study moves further from the corporate entrepreneurship
and strategy process empirical literature, and presents its theoretical stance. The aim
is to integrate evolutionary, contingency and agency theories, approaching the
conceptual framework (as presented in Chapter 2) of the current study from a
theoretically triangulated view. The chapter starts by exploring the theoretical
triangulation process, justifying and explaining the selection of the theories. The
synopsis, criticism and application of each theory on the CV process research follows.
The chapter concludes with the implications of the three theories on the conceptual

framework of this study.

3.2 THEORETICAL TRIAGULATION: JUSTIFICATION AND PROCESS

The dialogue between the conceptual framework and three theories was initiated in
recognition of the suggestion by Ireland et al. (2005; p. 123) to “entrepreneurship
researchers ... to use several theoretical frameworks to capture the complexities of
entrepreneurship as a multifaceted phenomenon”. Chakravarthy and White (2002)
propose the necessity of an integrative theoretical basis to overcome the individual
limitations of each theory, when applied in the strategy process field. Allison’s
(1971; p. 2) work, on the Cuban missile crisis, draws attention to the impact
“conceptual lenses” have on “what we see and judge to be important and accept as
adequate”. The theoretical dialogue proposed in the current study was significantly
influenced by these calls for a more holistic and integrated approach on the way

corporate entrepreneurship, strategy and organisations are viewed. The current thesis

contributes to these calls.

Given the exploratory aim of the study*", theory testing is not the primary objective.
On the contrary, the thesis adopts a theory development approach. Since the initial
stages of the thesis, my interest was on gaining understanding around the
involvement of large corporations in CV activities and how this involvement impacts

the corporations. These research questions guided the selection of the appropriate

W

28 The methodological stance of the current study is presented and justified in the chapter that follows
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literature from the fields of corporate entrepreneurship, CV and strategy process. The

outcome of the initial literature was 1llustrated at the conceptual framework of the

study.

Reviewing the conceptual framework, it was revealed that there were two main
theoretical perspectives that influenced its development: contingency theory and
evolutionary theory. The conceptual framework examines whether the involvement
in CV activities is an outcome of an environmentally driven adaptation choice (e.g.
Lumpkin & Dess, 1996; Zahra, 1993) or whether it is an outcome of an internally
created entrepreneurial process (e.g. Burgelman, 1983c¢). The conceptual framework
acknowledges the pre-existence of a structural context within which the CV activities
are located, but at the same time examines whether the implementation of CV
activities leads to the initiation of a change in the structural context. The conceptual
framework looks at the outcomes of the corporations’ CV activities and process, as
an impact on organisational performance, as well as an impact on the structural and

strategic contexts, leading potentially to a corporate entrepreneurial strategic context.

By acknowledging these influences, it was understood that the research questions
were handling two different perspectives: one that dealt with a dynamic, path-
dependent perspective that welcomed random variation and selection within an
organisation (evolutionary theory) and one that dealt with the adaptive behaviour of
an organisation to external environment (contingency theory). Each of the two
theoretical perspectives provided interesting insights on the rise of CV activities
within large corporations, how these activities are internally implemented, and what

outcomes this involvement had for the corporation.

During the data collection phase of the current study, the relationship between the
corporation and the CV unit emerged as critical and significant on determining the
way the CV involvement of the corporation evolves and what impact it had for the
corporation. Agency theory appeared to provide significant theoretical tools in
understanding better the empirical setting of the collected data. Approaching the
corporation as the principal and the CV team as the agent, the relationship between
the two provided an extra theoretical lens in understanding the implementation phase

of the CV process of these corporations. Theoretical triangulation was not
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intentional; rather it emerged in order to deal with the research questions of this

study.

Even though theoretical triangulation is a tool not widely used in the corporate
entrepreneurship or strategy process empirical work, its power can be acknowledged
and highly considered. Denzin (1970; p. 306-307), elaborating on Westie’s (1957)
work, argues that the main advantages of theoretical triangulation can be summarised
to: (1) acknowledgment of competing propositions around the same unit of analysis,
(2) wider theoretical use of any set of observations, and (3) systematic continuity in
theory and research. Theoretical triangulation appears to allow the co-existence and
co-occurrence of the various perspectives invited in the dialogue with the theory,
leading to a better understanding of the phenomenon. With regards to the challenges
theoretical triangulation imposes to carrying out research, Denzin (1970) warns that
it is inevitable that each theory requires a different set of relevant data, making the
triangulation impossible. Denzin (1970; p. 311) advises the researcher that the only
solution to this challenge 1s “fo select one common data base and simply force the
theories to be applied to those data ... it may be adventurous to apply the theories to
data that commonly are not accepted within their domain. This maximizes the

appearance of negative cases and hence uncovers the weakest elements in the

theories’'.

Consequently, it can be argued that the benefits of theoretical triangulation on a
research enquiry may be identified: (a) at the conceptualisation phase, on forming
research questions with an integrative and holistic view on the unit of analysis, and
(b) at the methodological phase, on enhancing the data interpretation process. This
study has directly benefited in the methodological phase from initiating the dialogue
with the three theories. Even though the theoretical triangulation was not directly
present at the conceptualisation phase of the current study, the assumptions and
perspectives of each one of the three theories were individually present through the
revised empirical literature on corporate entrepreneurship and strategy process.
Having elaborated on the process followed in reaching theoretical triangulation, 1t is
critical to unfold each theory’s domain. The following three sections are dedicated to

each, exploring the perspective through which they view the CV process.

48



3.3 EVOLUTIONARY THEORY: FOCUSING ON SELECTING CV ACTIVITIES WITHIN A
CORPORATION

3.3.1 Theory Synopsis
With its origins in biology and the Darwinian biological population ecology theory,

organisational ecologists attempt to explain “how social, economic and political
conditions affect the relative abundance and diversity of organisations and attempt
to account for their changing composition over time’ (Baum & Shipilov, 2006; p.
55). Three main assumptions frame organisational ecology: (a) diversity is a property
of aggregates of organisations, with no analogue at the level of the individual
organisation; (b) organisations often have difficulty devising and executing changes
fast enough to meet the demands of uncertain, changing environments; and (c) the
community of organisations 1is rarely stable, with organisations arising and

disappearing continuously (Baum & Shipilov, 2006).

The theoretical framework of variation-selection-survival-reproduction-transmission
of individuals, as introduced by Darwin, presented organisational theorists with a
powerful mechanism and analytical tools to explain the emergence of new
organisations and populations (Aldrich, 1979; 1999). Campbell (1965) is the first to
introduce evolutionary theory to social sciences. The four basic processes of
variation, selection, retention and competition are reflected in changes in
organisational population and within organisations (Campbell, 1965; Aldnch, 1979;
McKelvey, 1982), through which “technology, language, social organisation, and
culture” evolve (Campbell, 1969; p. 69). These four processes are necessary and
sufficient to account for evolutionary change (Aldrich, 1999), as the existence of
variation and retention processes 1n a system which are subject to selection processes

will lead to its evolution.

Ecology theory and research distinguishes among four levels of unit of analysis: (a)
intra-organisational ecology, (b) demography ecology, (c) population ecology and (d)
community ecology. The focus is on reviewing the intra-organisational ecology
literature, due to the focus of the current study on the CV process occurring within a
corporation. Intra-organisational ecology applies ecological concepts to explain the
Processes OCCUITINg within organisations (Galunic & Weeks, 2002). It attempts to

“Jescribe how organisations’ internal contexts and individuals’ purposeful and
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accidental use of variation, selection and retention processes in organisations
influence rates of creation, transformation and death of organisational routines and
strategies” (Baum & Shipilov, 2006; p. 57). Routines are defined as the regular,
predictable and discernible actions and mental processes that pattern organisational
activities (Galunic & Weeks, 2002), as “a set of Ways of doing things and ways of
determining what to do” (Nelson & Winter, 1982; p. 400). Routines, as genes in
biology, are reproduced by human agents and have an impact on organisational
outcomes. Firms are perceived as organisational forms “of certain capabilities and
decision rules (genes) that overtime are modified by both deliberate problem solving
(search) efforts, entrepreneurial discovery and random events (mutation). Decision

rules are the generators and selection is the rest” (Mahoney, 1992; p. 131).

The variation processes 1nvolve mechanisms through which “any departure from the
routine or a tradition” occurs (Aldrich & Ruef, 2006; p. 18). Variations of routines,
within an organisation, can be intentional, accidental or a mixture of both, with the
produced variety leading to a selection process. The sources of variation vary
according to the cause of vanation (i.e. intentional or accidental). Administrative
mechanisms (1.€. formal experimentation programs, incentives systems) and cultural
traits that enhance playfulness among individuals and sub-groups are examined by
the literature (e.g. Burgelman, 1983c; Miner, 1994; Moorman & Miner, 1998) as
predominant sources of intentional variation. On the other hand, in the case of
accidental variation, variety may occur from everyday errors, trials, observations and
occurring knowledge at the organisational job level, or even within groups, as

collective responses to a novel situation, in which the organisation lacks prior

experience.

The selection processes involve mechanisms that “differentially select or selectively
eliminate certain types of variations” (Aldrich & Ruef, 2006; p. 21). A critical role
in this set of processes 1s the type of selectors employed to undertake the selection.
These selectors may be internal and external to the organisation. Environmental
selectors might be related with discontinuities or changes in any of the sphere of the
external and business environment within which an organisation operates (1.€.
political, economic, technological, social, competitive). Aldrich (1999; p. 40)

clarifies that the external selection processes do not have a deterministic role in
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explaining the selection and survivability of organisations, as “indeterminacy is a
key feature of evolutionary analysis, and human agency is very much part of the
explanation”. The evolutionary perspective introduces internal selectors that can be
irrelevant to the urge for environmental fitness (Meyer & Zucker, 1989). Aldrich
(1999; p. 26) identifies three types of internal selectors “contributing to the loose
coupling of internal selection and environmental fitness: (1) pressures towards
stability and homogeneity (Campbell, 1969); (2) the persistence of past selection
criteria that are no longer relevant in a new environment (Campbell, 1994); and (3)
the willingness of some organisational founders and leaders to accept a low
performance threshold (Gimeno et al, 1997)”. The evolutionary perspective
differentiates between managers’ intensions behind certain variations and the basis
on which selection occurs. Selection takes place on the basis of the outcomes of the

variations rather than on the intended results of the latter.

The retention processes involve mechanisms that preserve and serve for the
“maintenance of positively selected variations’ (Aldrich & Reuf, 2006; p. 23). The
preservation and duplication of variations leading to the future selection of selected
structures, routines and competences describe this set of processes. The management
systems that preserve social order within an organisation hold a critical role in this
set of processes. In the retention processes, individuals and groups, structures,
policies and programs, are used to maintain the relevance of the selection criteria and
of the selected variations. Practices and policies related to the replication of
hierarchical structures (i.e. specification of job roles), to the construction of
organisational members (i.e. recruitment practices), to the creation of certain
organisational behaviours and habits (i.e. organisational cultural programs), to the
appraisal and control of organisational members (i.e. rewards systems) can be
employed to retain certain organisational forms. Such processes allow groups and
organisations to capture and extract value from existing, beneficial for the
organisation, routines (Miner, 1994). Changes in the external environment can be
managed and the organisation continues to exist through the replication of selected
variations. Central to the retention processes within an organisation is the occurrence
of learning and knowledge with regards these practices, procedures, policies and

structures. The occurrence of learning and knowledge, as an outcome of the learning
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process, provides individuals and groups within an organisation with experience,
inherited abilities and memory to deal with new situations, and preserving

organisational forms that continue to fit relevant selection criteria.

Even though the processes of variations, selection and retention can be identified as
distinctive processes embodying their own characteristics, they are not sequential.
Aldrich (1999) warns researchers that these three processes overlap each other. It 1s
also significant to consider that scarcity of and competition for resources underlines
the selection processes, as well as the search for effective variations. Resources such
as capital, labour, social capital, and time are in scarcity within organisations.
Adopting an individualistic approach towards organisations (Georgiou, 1973) which
leads to a greedy behaviour among individuals to gain access and commitment to
these resources, Aldrich (1999; p. 32) argues that such a scarcity “creates a need for

organisational control systems and mechanisms for distributing incentives”’.

These three processes, at the intra-organisational level of analysis, impact the
ecology of organisational routines. Galunic and Weeks (2002) identify two
evolutionary processes to describe the ecology of routines: (a) interaction, and (b)
replication processes. The first set of processes treats routines as ecological entities,
involved in mutual interaction of competition and complementarity. The second set
of processes treats routines as genealogical entities, following the history of
emergence and growth of new routines, and the decay, replacement and death of
existing ones. Galunic and Weeks (2002) identify the empirical work of Campbell
(1969), Weick (1969), Aldrich (1979), McKelvey (1982) in general, and of Nelson
and Winter (1982), Burgelman (1991; 1994) and Miner (1991; 1994) in specific, to

have contributed significantly in establishing intra-organisational ecology as a

theoretical domain.

Organisations have routines at all stages of their development. Some of these
routines interact, while others do not interact in any meaningful way. The hiterature
deals with two forms of interaction: competition and compatibility among routines.
Focusing on the routines that compete with each other, it is the empirical work of
Burgelman (1994), Galunic and Eisenhardt (1996), and Miner (1991) that

contributed significantly. Competition between two routines occurs when there 1s
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risk to the survival of one routine due to the presence of another (Galunic & Weeks,
2002). Even though both routines equally meet an objective, one does so with greater
efficiency, effectiveness, legitimacy, and embeddedness to the organisational context
or with a better access to scare resources. This routine survives, becoming the
dominant one within an organisation. The losing routine faces inattention, relegation
or termination. Empirical work has examined conflict-free cases of routines’
competition, when one 1s progressively following the other. The assumption
requiring the losing routine to die is challenged, as Galunic and Eisenhardt (1996)
and Fox-Wolfgramm et al. (1998) have shown. The losing routine may be relegated
to another task or temporarily suspended, as part of a cyclical fluctuating competition

between the two.

In the same line, Birkinshaw and Lingblad (2005) propose a theoretical framework of
intrafirm competition of units, building on Galunic and Eisenhardt’s (1996) concept
of organisation charter®”. Conceptualising a unit’s charter as the product markets
served, the capabilities held by the unit and the intended charter as communicated to
the rest of the corporation, Birkinshaw and Lingblad propose that the relationship
between two unit charters 1s defined by the percentage of the overlap between two
charters (low or high) and by the clarity of boundary definition of each unit charter
(fluid or sharp). They propose four types of relationships between organisational
units: (a) loose federation, (b) tight federation, (¢) coexistence, and (d) dynamic
community. Looking at the origins of intrafirm competition, they model both
internal®® and external®' factors as moderators of its emergence. Birkinshaw and
Lingblad’s proposed model can contribute as a conceptual basis in examining the

competitive dynamics between routines, existing in the same organisational context.

Complementarity between routines may occur in technical and symbolic terms,

(Galunic & Weeks, 2002) with the presence of one routine contributing to the

2% An organisation unit’s charter is defined as the business or elements of the business in which a
division /unit actively participate and for which it is responsible for within the corporation (Galunic &
Eisenhardt, 1996; p. 256). According to Birkinshaw and Lingblad (2005; p. 676) a charter, besides its
operational domain, also contains an institutional component, as the part of a shared understanding of
the organisational domain a unit has staked out for itself.

30 Decentralisation of decision making, normative integration, and fungibility of unit capabilities

31 Environmental equivocality, industry maturity, and market heterogeneity
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efficiency, development and survival of the focal routine. Behind this interaction
between routines is the notion of configuration and consistency among organisational
elements leading to organisational efficiency and effectiveness (Miller & Friesen,
1984). Complementanities also may occur between routines of different levels
(Brown & Eisenhardt, 1997), as routines can be distinguished between meta-routines
and sub-routines, regarding the direct or indirect impact of one routine on another. In
both cases of competition and complementarity between routines, the empirical
research indicates that besides organisational performance, the level of adaptability

of a routine to the incumbent is the main selector mechanism.

The variety and reproduction of new routines to initiate any competition or
complementarity with the incumbent is the focus of the second set of processes
discussed by intra-organisational ecology. As argued by Galunic and Weeks (2002),
organisations tend to reproduce existing routines, as reproducing new is a more
demanding task. The creation of new routines is the outcome of variation in routines.
Environmental turbulence (Zhou, 1993) may initiate collective improvisation
processes (Weick, 1998) and generate accidental variation of routines. On the other
hand, considering Schumpeter’s view of innovation as a recombination of existing

knowledge, new routines can be treated as modification of existing ones.

Besides the easier task for organisations to reproduce routines rather than create new
ones, cost implications still exist (Nelson & Winter, 1982). It also requires
knowledge transfer at the tacit level (Nokana & Takeuchi, 1995) and it depends on
how observable and articulated the routine is (Lippman & Rumelt, 1982). Aside from
these difficulties, organisations tend to imitate routines which originate in their
institutional context, because such routines have proven their efficiency for other
organisations (Nelson & Winter, 1982). Additionally, organisations are under
pressure to meet social expectations leading to a mimetic isomorphism within their
institutional context (DiMaggio & Powell, 1983; Greenwood & Hinings, 1996). With
regards to routines which die, these can be the “victims” not only of competition, but

also of their life-cycle or of non-institutional integration of them to the organisation.

Strategy, as a routine, has been the focus of both theoretical and empirical work 1n

the intra-organisational ecology domain. The 1996 special issue in the Strategic
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Management Journal is an illustration of this. Bamnett and Burgelman (1996; p.7)
argue towards an evolutionary perspective on strategy proposing the development of
“dynamic, path-dependent models that allow for possibly random variation and
selection within and among organisations”. Strategy outcomes and their
developments are examined, with the assumption of “historical efficiency as part of
the research agenda™ and being attentive to “the pace and path of strategic change”
(Barnett & Burgelman, 1996; p. 6). Such an approach, allows for variations in the
possible strategies organisations may pursue and permits to study the pace and path

of innovation within organisations when strategic initiatives are launched within
them (e.g. Burgelman, 1983a; Garud & Van de Ven, 1992).

With regards to selection processes involved in the strategy change pace and path,
empirical work indicates that they do not operate solely as an optimising force.
Moreover, they operate within an existing ‘strategic context’ (Burgelman, 1983a)
and may be equally internal or external to the organisation. Internal and external
selection processes impact on the strategic context of an organisation, determining its
evolvement. Besides Burgelman’s work, Bamett and Hansen (1996), Noda and
Bower (1996), Lovas and Ghosal (2000) have contributed in strengthening this
domain. These works build a well-established strategy process research, and in
specific in the works of Bower (1970), Mintzberg (1978) and Quinn (1980).

3.3.2 Criticism on evolutionary theory

Besides its significant contribution to organisational studies, evolutionary theory has
attracted critics and scepticism. The debate focuses on the assumptions of
evolutionary theory “on the relative influence of organisational history, environment
and strategic choice, on patterns of organisational change as advanced by structural
inertia theory” (Baum & Shipilov, 2006; pp. 55-56). This implies environmental

determinism and loss of human agent in explaining organisational change (e.g.

Perrow, 1986).

Baum and Shipilov (2006) argue that human agent and the actions of individuals
within organisations are not neglected by evolutionary theory, but it is acknowledged
that in situations of uncertainty and ambiguity, individuals’ actions are constrained in

conceiving and implementing correctly changes to improve the survivability of
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organisations. In the strategy process research, as argued by Charkavarthy and White

(2002; p. 202), the “evolutionary perspective handles dynamic interactions, but does

>

not easily accommodate managerial intervention in the process”. Lovas and
Ghosal’s work attempts to handle this limitation. In the same line of argument,
Galunic and Weeks (2002) advice researchers to be inclusive of the role individual’s
perceptions and other subjective elements play in intra-organisational ecology

PIroCcCsscCs.

Considering that evolutionary theory emerged in the 1970s, as an alternative view to
the organisational theory to challenge the dominance of contingency theory, it has
attracted significant critique from contingency theorists. The main issues composing
the debate between the two theories are grouped around environmental determinism
and organisational change as an outcome of an adaptation or a selection process. The
different assumptions of each theory lead to different arguments on these two issues
and it i1s important to acknowledge these differences, prior to characterising any of
them as more appropriate to explain the process of organisational change. It is
understood that evolutionary theory attempts to explain this process, while

contingency theory 1s explaining the contribution of individual or sets of components

in the process.

3.3.3 Evolutionary lens on CV process research
Campbell (1969; p. 78) underlines the importance of evolutionary theory in

understanding innovation within organisations, as the ‘“variation-selection-retention
theory strongly predicts independent invention”, Influenced by Campbell’s work,
Aldrich’s evolutionary approach to the study of entrepreneurship has been identified
among the most significant in establishing entrepreneurship in the evolutionary field
(Shane, 2004). Using the concepts of variation, adaptation, selection and retention,
Aldrich (1999) argues that evolutionary theory offers a powerful framework to unite
entrepreneurial outcomes, as well as the processes and contexts making them
possible. As Aldrich and Martinez (2001; p. 42) argue, “an evolutionary approach
studies the creation of new organisational structures (variation), the way in which
entrepreneurs modify their organisations and use resources to survive in changing

environments (adaptation), the circumstances under which such organisational
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arrangement lead to success and survival (selection), and the way in which
successful arrangements tend to be imitated and perpetuated by other entrepreneurs
(retention)”. However, Aldrich’s approach deals with the demography and

population ecology level of analysis in the evolution of new organisational forms.

In the intra-organisational ecology empirical literature of internal CV activities, Noda
and Bower (1996) highlight the importance of the process model of strategy making
as proposed from the work of Bower and Burgelman (B-B). The B-B process model
illustrates “multiple, simultaneous, interlocking, and sequential managerial activities
over three levels of organisational hierarchies” (Noda & Bower, 1996; p. 160).
Corporate entreprenecurial activities (i.e. carrying out interval CV activities) are
treated by Burgelman as autonomous strategic initiatives (Burgelman, 1983¢). Intra-
organisational strategy process 1s conceptualised as a set “of four subprocesses: two
interlocking bottom-up core processes of ‘definition’ and ‘impetus’, and two
overlaying corporate processes of ‘structural context determination’ and ‘strategic
context determination’” (Noda & Bower, 1996; p. 160). Strategic initiatives are
determined within the orgamisation at the “definition process” (variation), and
selected at the “impetus process’ by the corporate context, which acts as an internal
selector mechanism, (selection). These two processes lead to the “determination’ of

the structural and strategic context of the corporation (retention).

Besides the contribution of the B-B model in the strategy process research, it needs
to be acknowledged that the model examines the ecology of a strategic initiative
which survived the competition, while the intra-organisational processes operate
outside and in addition to the formal mechanisms of an organisation. Lovas and
Ghosal (2000) propose a theoretical framework in which the role of top management
is to actively intervene in the ecological processes, trying to leverage evolutionary

forces to manage the strategy formulation and implementation processes.

Applying an evolutionary perspective in the evolution of a new venture within a
corporation, created by a CV team, Garud and Van de Ven (1992) introduce the
importance of learning processes (trial-and-error learning processes) in the CV
process and how it might impact on the ecology of the venture. Learning processes

have also been identified in Burgelman’s work to interfere with the CV process.
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However, Garud and Van de Ven (1992) emphasise the role trial-and-error learning
process plays in managerial behaviour in dealing with negative and positive

outcomes of the CV process.

In both cases of the above mentioned research projects, the emphasis has been on the
internal CV activities undertaken by large, complex organisations. They do not deal
with the external CV activities and the ecology of this involvement. They presuppose
that entrepreneunal activities originate at the middle and low levels of managers and
are exercised through a bottom-up process. In the case of external CV activities, the
decision to be involved in CV activities lies most probably with the top-management
team, with an exogenous routine being introduced to the organisation. This study was

interested in exploring this area further.

3.4 CONTINGENCY THEORY: FOCUSING ON DESIGNING CV ACTIVITIES WITHIN A
CORPORATION

3.4.1 Theory Synopsis

The notion of contingency has been among the most influential to shape and endure
organisation studies, with respect to the design of organisational forms (Donaldson,
1996; 2001). The contingency hypothesis maintains that “organisations with forms
that ‘fit’ their environmental context will out-perform organisations with forms that
do not” (McGrath, 2006; p. 578). Consequently, the effective management of
organisations lies in conceiving and implementing the appropriate organisational

form, given the characteristics of the external environment.

Contingency theory deals primarily with the fit between organisational
characteristics and contingencies, reflecting on the situation of the organisation, and
the impact of such fit on organisational effectiveness (Burns & Stalker, 1961).
Consequently, individual organisations aim or should aim towards the achievement
of such fit. Drazin and Van de Ven (1985) argue that every theory is in reality a
contingency theory, as long as assumptions are made regarding starting premises,
boundaries and system states, for any proposition of relationship to hold. However, it
is a complex theory as “a conditional association of two or more independent
variables with a depended outcome is hypothesised and directly subjected to an

empirical test” (Drazin & Van de Ven, 1985; p. 514).
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A contingency 1s “any variable that moderates the effect of an organisational
characteristic on organisational performance’ Donaldson (2001; p. 7). The external
environment, the size and the strategy of an organisation have been used extensively
in organisational contingency theory, as sources of contingencies. Contingencies may
be identified within and externally to the organisation, with the external affecting the
internal, and both having an impact on a given organisational characteristic (e.g.

organisational structure, human resource management, strategic decision-making

process).

Chandler (1962) 1s among the first to identify hierarchical structure as the main
mechanism through which co-ordination of strategy implementation is achieved.
Even though Chandler (1962) argues that once a strategy has been chosen, the
appropriate structure will be implemented, other scholars such as Burns and Stalker
(1961), Lawrence and Lorsch (1967) and Thompson (1967) take a “more contingent
view of structural choice” (McGrath, 2006; p. 578), arguing that certain structures
are more appropnate for certain environmental conditions and for serving different

purposes within a single organisation,

The majority of empirical work from contingency theorists is pre-occupied with
organisational structure as the characteristic to define the appropriate organisational
design to achieve fitness to the external environment. Structural contingency theory
deals with three main issues: (a) the level of centralisation of activities and decision-
making, (b) the level of formalisation and specialisation of activities and decision-
making, and (c) the level of structural differentiation of divisions horizontally and
vertically. The first two elements characterise the organisational structure of an
organisation to be organic or mechanistic (Burns & Stalker, 1961). Lawrence and
Lorsch (1967) introduce the importance for the internal organisational structures to
serve both needs for integration across units and differentiation of unit activities.
Thompson (1967) identifies two groups of units for which different structural
requirements are appropriate. He argues that an organisation has some units open to
external influences permitting flexibility for the organisation, and the rest of them
representing the “technical core” of the organisation, reinforcing efficient

performance given the external environment.
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Treating strategy (content) as a source to contingency and examining its relation to
structural design affecting organisational performance have dominated the strategic
management field (Donaldson, 2001). Historically, Hofer (1975) 1s among the first to
treat strategy content as an organisational contingency, introducing a contingency
approach to strategic management. Harvey (1982; p. 81) proposes that “the
contingency approach to strategy suggests that for a certain set of organisational
and environmental conditions, an optimal strategy exists”. In their review of the
contribution of contingency theory In strategy research, Ginsberg and Venkatraman
(1985) identify the important contingency role the choice of strategy holds, for
designing administrative forms (designs, mechanisms, decisions) such as
organisational structure, management and control systems and management of key
personnel. “Treatment of strategy either as a dependent variable or as a variable
directly influencing performance emphasises a formulation perspective. Viewing
strategy as the exogenous variable that influences the organisational context or that
influences performance through the organisational context adopts an implementation

perspective” (Ginsberg & Venkatraman, 1985; p. 423).

Their proposed “input-process-outcome” systems model of contingency approach to
strategy research involves strategy formulation and strategy implementation
variables. It identifies four possible types of relationships: (1) the influence of the
external environment on strategy content, (2) the influence of organisational
variables on formulating strategy choices, (3) the influence of performance outcomes
on strategy formation, and (4) the influence of chosen strategy on the organisational
context and on performance outcomes through a certain organisational context. The
conceptualisation and treatment of strategy to involve both formulation and
implementation processes is acknowledged by other authors (Bourgeois, 1980;

Quinn, 1980; Lenz, 1980), recognising of the inseparability of the two (Mintzberg,
1978).

With regards to the characteristics of the strategy-decision making process, a
contingency approach has also dominated the empirical work on the strategy-making
process — performance linkages (e.g. Fredrickson, 1983, 1986; Miller, 1987, 1989;
Hart & Banbury, 1994). Modes of strategy-decision making processes have been
:dentified (e.g. Miles & Snow, 1978; Galbraith & Schendel, 1983; Mitzberg, 1987;
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Hart, 1992) and this research stream examines the appropriateness of certain modes
of strategy making process to dominant organisational characteristics given the
external environment. Fredrickson (1986; p. 282), following the review of the |
relevant literature of strategy formulation, proposes six characteristics of the latter:
(a) process initiation, (b) the role of goals, (c) the means/end relationship, (d) the
explanation of strategic action, (¢) the comprehensiveness of decision making, and
(f) comprehensiveness in integrating decisions. Organisational characteristics are
proposed to affect the decision-making behaviour (Fredrickson, 1986; Sutcliffe &
McNamara, 2001) of an organisation. The most frequently studied organisation
characteristics are related to structural centralisation, formalisation, and complexity
(Fredrickson, 1986). These characteristics are matched up with proposed strategy-
decision making process dimensions, such as adaptiveness, integration, innovation,
risk-taking (Miller & Friesen, 1978; Miller, 1983), comprehensiveness, proactiveness,
rationality, assertiveness (Fredrickson, 1986). This research stream argues towards
the direct impact of structure on facilitating, constraining and shaping the strategy-

decision making process and 1ts outcomes.

The “input-process-outcomes” systems model implies the need for fitness within
each one of the four relationships to influence directly and indirectly the survivability
and performance of the organisation. Fitness is crucial in contingency theory, and
Venkatraman (1989) warns strategy contingency researchers of the existence of its
different types: (a) fits as moderation, interested in the interactive effect of two
variables on a depended variable (Gupta & Govindarajan, 1984; Prescott, 1986); (b)
fit as mediation, interested in the intervention effect of a variable on the relationship
between an independent and a dependent variable (Prescott et. al, 1986); (c) fit as
matching, interested in the matching between two variables and the positive effect of
the matching on a dependent variable (Chandler, 1962; Bourgeois, 1985); (d) fit as
gestalts, interested in the frequently occurring internal congruence among multiple
variables, forming efficient gestalts or configurations on organisational performance
(Miller & Friesen, 1984); (e) fit as profile deviation or pattern analysis, interested in
the adherence consequences on efficiency for an organisation from an externally

identified ideal profile of multivariable coherence (Van de Ven & Drazin, 1985); and

(f) fit as co-variation, interested in the covariant effect of the internal consistency
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pattern among a set of underlying theoretically related variables on organisational
performance (Venkatraman & Prescott, 1990). The conceptual and methodological

implications of each approaches to fitness needs to be considered when

operationalised.

Efficiency is treated as the main depended varable in the deterministic model of
contingency theory. Even thought organisational efficiency may have different
meanings being a broad construct, it has been mainly treated by contingency theorists
as equivalent to performance outcomes: such as profitability (the majority of
contingency empirical and theoretical work in organisational studies), as employee
satisfaction (e.g. Dewar & Werbel, 1979), and as innovation rate (e.g Hage & Dewar,
1973), as cited 1n Donaldson (2001). Parsons (1961) and Yuchtman and Seashore
(1967) conceptualise efficiency as the ability of an organisation to achieve set goals,
and as the ability of the organisation to function well as a system, retrospectively. It
appears to be more appropriate to examine the efficiency of a process, of a strategic

action or initiative.

The proposed concept of fitness among characteristics and contingencies to achieve
efficiency assumes a trade-off of flexibility for the organisation (McGrath, 2006).
Contingency theory perceives organisational change as organisational adaptability
over time to the constantly changing contingencies, creating an association between
characteristics and contingencies (Burns & Stalker, 1961). A possible misfit between
characteristics and contingencies, when the latter change, could be avoided by
changing the organisational characteristics to fit the newly formed contingencies
(Donaldson, 2001). The paradigm of contingency theory is argued to be quite
dynamic as it involves the time elements and attempts to explain how an
organisational characteristic changes or better adjusts its level to meet the fit with a
contingency aiming to higher effectiveness or performance (Donaldson, 2001).
However, it needs to be acknowledged that the identification and adoption of a
structural design that fits the given environment introduces rigidity in the
organisational system. McGrath (2006) argues that this reduces the flexibility
required by an organisation to change its design and respond to a new, changing
environment. The understanding of the debate can be summarised as the ability of

the contingency perspective to explain how an organisation efficiently armves at a
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situation of fitness between characteristics-contingencies-environment, but not to
explain how an organisation changes such fitness and meets new environmental

needs.

3.4.2 Criticism on contingency theory

Contingency theory has attracted significant criticism mainly questioning its
“imposed” functionality and rationality on the way and the reasons organisations
change. Schoonhover (1981) identifies five areas of concern with regards to the
clarity in the theoretical assumptions contingency theory, the non-acknowledgement
of the interactive relationship between organisational characteristics and
contingencies, leading to the third problem of non specification of the form of this
interaction, as well as the embedding of symmetrical and non-monotonic

assumptions 1n its theoretical arguments.

Institutional theory and ecology population theory are among the main critics of
contingency theory. Institutional theory, as advanced by DiMaggio and Powell
(1983), Rumelt (1974), Armour and Teece (1978), argues towards institutional
isomorphism, with organisations becoming increasingly similar through institutional
forces and not necessarily through fitness efforts to the environment. Organisational
change is conceptualised as less rational than suggested by contingency theory.
Mimetic behaviour towards strategic decisions of other organisations (Fligstein,
1985), business fashion (Rumelt, 1974) are proposed as irrational reasons forcing
organisations to change their organisational structure, while there may be absence of
performance benefits for change after a period of time, besides the initial benefits
(Armour & Teece, 1978). Ecology population theory, as advanced by Hannan and
Freeman (1977), argues that adaptation is the outcome of changes in the membership
of the organisations population, rather than an outcome of an organisational change.
In the case of a large corporation, structural inertia prevents organisational change,

while it may occur through population adaptation.

Besides its philosophical limitations, the contingency approach has faced difficulty to

achieve empirical support (McGrath, 2006), possibly due to the difficulty to establish

a universally accepted locus of fitness (Schoonhover, 1981). However, considering

that the contingency approach to organisational studies started from a very
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functionalistic and deterministic view on organisattons and managerial behaviour,
current research “has de-emphasised ... the idea of clear-cut connections between
structural attributes, within a firm, its boundaries, and the environment in which it
must function” (McGrath, 2006; p. 582). The incorporation of the notion of
complementarily and interdependencies between organisational elements®2, of the

3

notion of equifinality” and of the notion of co-evolution” are among the new

research directions contingency theory has taken.

The dominance of contingency theory in strategy content and strategy decision-
making process research has been demonstrated in the previous section. Even though
the majonty of the empinical research has separately examined strategy formation
and strategy implementation, the current study is interested in the simultancous
examination of both. The generic Ginsberg and Venkatraman’s (1985) model has
been considered, alongside with the work of Fredrickson (1983; 1986), Miller (1983)
and Miller and Friesen (1984).

3.4.3 Contingency lens on CV process research

Reviewing the empirical and conceptual work in the fields of CV and corporate
entrepreneurship, it is understood that a contingency approach in establishing
performance linkages between CV activities and environmental conditions has
dominated the field. This assumption is imprinted in the conceptual work of Covin
and Slevin (1991);, Zahra (1993); Zahra and Covin (1995); Block and MacMillan
(1993); Lumpkin and Dess (1996); Dess et al., (1997); Dess et al., (1999); Miles and
Covin (2002), to mention a few of the most influential works in shaping corporate
entrepreneurship and CV research during the 1990s. Influenced by the strategy
contingency approach, the corporate entrepreneurship contingency approach treats
entrepreneurial orientation (e.g. Lumpkin & Dess, 1996), entrepreneurial posture (€.g.
Zahra, 1991) and entrepreneurial activities as firm characteristics, aiming to identify

contingencies with strategy, other organisational characteristics (structure, culture)

32 proposing that the configuration of organisational elements is more appropriate to determine fitness
3 Acknowledging the appropriateness of different designs to produce equivalent levels of fitness

3 proposing that organisations and environments co-evolve and moving away from the notion of
environment as exogenous to the organisation
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and environmental conditions (uncertainty, competition) and to establish linkages to

firm performance and growth.

The theoretical frameworks proposed by Homnsby, et al. (1993) and Kuratko et al.
(2004) illustrate the contingency effect organisational charactenstics related to
structure, governance and culture (i.e. managerial support, time availability, decision
discretion) may have on triggering entrepreneurial behaviour and the decision to
carry out corporate entrepreneurship activities within an organisation, given a highly
completive and rapidly changing environment. Hornsby et al. (1993) move further to
argue that resource availability and obstacles to corporate entrepreneurship activities
have a moderating effect on the implementation of the decision to carry out CV
activities. Even though key organisational and managers’ behavioural constructs are
identified, there 1s no discussion on the dynamics of this process and how the
involvement in corporate entrepreneurship activities (i.e. CV activities) manages to
be implemented and how the proposed managerial and organisational outcomes and

consequences (Kuratko et al., 2004) are achieved.

3.5 AGENCY THEORY: FOCUS ON RELATING THE CV UNIT TO THE CORPORATION

3.5.1 Theory synopsis

Considered among others in the organisation economics literature, agency theory
enhances understanding of the causes and consequences of goal disagreements
(Bamey & Hesterly, 2006). Originally developed by Jensen and Meckling (1976),
agency theory looked at the relationship between managers and stockholders. More
recently, intra-organisational relationships such as the ones between different
managers within the same organisations have attracted the interest of agency theory
(Barney & Hesterly, 2006). The importance of agency theory lies in the conflicts

arising at contractual relationships between organisational entities and in identifying

efficient ways to manage them.

Agency theory is primarily concerned with the relationship characterising the agency
structure of a party (the principal) who delegates a task to another party (the agent),
who executes the task. The two parties are engaged in a relationship that requires
cooperative behaviour, but quite frequently conflict of goals and different attitudes

towards risk (agency problem) might be observed in their relationship (Jensen &
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Meckling, 1976; Eisenhardt, 1989a). The delegation of a task from the principal to
the agency may be problematic for three main reasons: (a) the interests of the
principal and the agent may diverge, (b) the principal is unable to perfectly monitor
and control all actions of the agent, and (c) the principal i1s unable to perfectly
monitor and have access to the information the agent holds. The core of the agency
problem is the possible occurrence of opportunistic behaviour by the agent. The
metaphor of a contract (Jensen & Meckling, 1976) is used to illustrate the
governance and structure of the agency relationship. If agency costs exist, both the
principal and the agent have common interest to minimise them by producing a
monitoring, boding and incentives structure to define their relationship and the way it

is exercised in order to achieve efficient outcomes, as if information exchange was
costless (Pratt & Zeckhauser, 1985).

Agency theory lifts two main assumptions of the neoclassic economic theory:
decisions within a firm are made under conditions of perfect knowledge and the firm
aims solely to maximize profits (Grant, 1996). Information is treated as a
purchasable commodity affecting the relationship between the principal and the
agent (Eisenhardt, 1989a). Moreover, individuals are characterised by self-interest,
bounded rationality and risk aversion, and there is partial goal conflict and
information asymmetry between participant and agent, while efficiency is the

effectiveness criterion.

The contract between the two parties may include two types of rewards to the agent
for the cost of performing the work for the principal: (a) behaviour based returns and
(b) outcome based returns (Eisenhardt, 1989a). In the case of a behaviour-based
contract, the principal rewards (or penalises) the agent on whether the agent behaves
in alignment to the interests of the principal. Rewards of the behaviour-based
constructs include the salaries and hierarchical governance for the agent. In the case
of an outcome-based contract, the principal rewards (or penalises) the agent on
whether the agent delivers outcomes in alignment and in accordance to the interests
of the principal. Rewards of the outcome-based contracts include commissions,

market governance, transter of property rights, and stock options.
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Agency theory attempts to resolve two problems that may occur in agency
relationships (Eisenhardt, 1989a): (1) the problem arising from conflict or lack of
alignment between the goals of the principal and those of the agent, and the cost
consequences for the principal to control the agent, and (2) the problem arnsing from
the different risk preferences between the principal and the agent and the
consequences of risk sharing. Agency problems can be resolved and agency costs
minimised through monitoring and bonding structures, as arranged by the contract
between the principal and the agent (Bamey & Hesterly, 2006). Monitoring involves
the mechanism and governance to observe the actions and performance of the agent
by the principal. Bonding refers to the rewarding or penalising mechanisms of the
agents’ actions when considering in alignment or not with the principal’s actions,
accordingly. Delegation of task by a principal to an agent to carry out is inevitable
within the context of large, complex, multinational organisations. In such an
organisational context, a single individual “may be unable to engage in all these
business activities in a timely and effective way... due to (their) bounded reality and

real constrains on time and energy” (Bamey & Hesterly, 2006; p. 123).

There appear to be two main streams of theorists in agency theory: the positivist
theorists and the principal-agency relationship theorists. The positivists are primarily
concerned with the goal conflict between the two parties and the governance
mechanisms that limit the free-riding, opportunistic behaviour of the agent causing to
the principal agency costs (Jensen & Meckling, 1976). This stream focuses on the
identification of governance mechanisms that limit this self-interest behaviour by the
agent (Fama & Jensen, 1983; Eisenhardt, 1989a). The proposed mechanisms from
the literature are grouped around information systems (e.g. Fama, 1980), which are
used to monitor the behaviour of the agent by the principal, as well as around
incentives/compensation schemes (e.g. Gomez-Mejia, 1992), which reward the

outcomes of the agent’s actions and performance (outcome-based contract).

The principal-agent theorists are primarily concerned with the determination of
contract structures that deal effectively with factors such as outcomes uncertainty,
goal conflict and risk aversion, as well with the factors determining the time horizon
of the agency relationship (Eisenhardt, 1989a). Each type of contract (behaviour or

outcome based contract) performs more effectively under each level of the above
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mentioned factors. In the simple model of the principal-agent relationship, goal
conflict and risk aversion is assumed with complete or incomplete information from

the principal on the actions of the agent.

In the case of complete information of the actions of the agent, a behaviour-based
contract is more efficient (Eisenhardt, 1989a). In the case of incomplete information
regarding the actions of the agent, agency costs emerge as the two parties have
different goals and the principal 1s not in position to determine how appropriately the
agent has acted. Arrow (1985) identifies two categories of agency problems: hidden
action (moral hazard problem) with the agent lacking the agreed-upon effort, and
hidden information (adverse selection) with the agent misleading the principal on the
skills and expertise it posses to carry out the delegated work. In any of the cases, the
principal has either the option to invest in information systems (i.e. reporting and
budgeting systems) (Barney, 1996) or to determine an outcome-based contract to
monitor the behaviour of the agent (monitoring costs) (Eisenhardt, 1989a). In the last
option, risk might be transferred to the agent and outcome uncertainty needs to be
considered to review the outcomes of the agent’s performance. Outcome uncertainty
is dependent on both external and internal factors that are beyond the control of the

agent and might jeopardise its outcomes (Eisenhardt, 1989a).

Different contracts might be more effective when the risk aversion assumption 1s
relaxed. Eisenhardt (1989a) proposes that in the case the principal becomes more risk
averse, the risks are more likely to be transferred to the agent, positively related to an
outcome-based contract. In the case of relaxing the goal conflict assumption,
Fisenhardt (1989a) proposes that as goal conflict decreases, maintaining the
assumption of risk aversion, behaviour-based contracts become more attractive.
Moreover, the principal may contribute positively in decreasing goal conflict by ex
ante and ex post efforts (Bergen et. al. 1992), by carefully selecting and training the
agent before delegating the work to it, and by engaging the agent in ex post
socialisation activities (Ouchi, 1979), or when the self-interest behaviour 1s
transformed to selfless behaviour by the agent (Perrow, 1986). From agent’s
perspective, these considerations summarise the bonding cost undertaken by the
agent to guarantee that it will not develop certain agent behaviour that will harm the

principal’s interests. On the other hand, the principal suffers residual losses
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emerging from the actions taken by the agent which differ from the actions the

principal would have taken (Jensen & Meckling, 1976).

Another two characteristics of the contract in the principal-agency theory are related
to the actual task delegated to the agent to perform and these are task
programmability and measurability of outcome of the task (Eisenhardt, 1989a). The
difficulties occurring with regards to the specification of appropriate agent behaviour
prior to commencing the task (programmability) and with regards to measuring the
outcomes (measurability) of 1t might require a different contract to determine the
relationship between the two parties. The more the task programmability decreases
(i.e. entrepreneurial activities), the more effective an outcome-based contract will be

(Eisenhardt, 1989a). The more the outcome measurability decreases, the more

effective a behaviour-based contract will be.

Hendry (2002) argues that objective specification and honest incompetence are two
additional agency problems, causing incompetence costs, specification costs,
training costs and guidance costs. Incompetence costs result from the deviation
between objectives and outcomes an agent is expected to deliver but fails to do due
to its limited competences. Specification costs result from the distance between the
satisfaction of a principal’s overall objectives and that of the objectives specified 1n
the contract. Training costs result from expenditures aiming to improve an agent’s
competences, while guidance costs result from the allocation of expenditures for

communicating the general objectives outside the contract specification.

With regards to the time horizon of the relationship between the two parties, the
literature argues that a long-term agreement and relationship between the principal
and the agent negatively affects the occurrence of agency problems (Leninthal, 1988;
Eisenhardt, 1989a; Jensen and Meckling, 1976). A long-term agreement between two
parties regarding the delegated task is expected to allow the principal to gain
information and knowledge about the agent’s behaviour (Eisenhardt, 1989a)
increasing the likelihood for the principal to detect problems of moral hazard or
adverse selection from the agent. Having a long-term agreement also allows the

principal to distinguish between outcome uncertainty due to exogenous (mainly
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environmental) factors and underperformance due to the moral hazard by the agent

Holstrom (1979).

Moving further from the contnibution of Eisenhardt in identifying the relevance of
agency theory to organisational theory, the work of Pratt and Zeckhauser (1985)
contributes towards the same direction. Their interest is also in the principal-agency
relationship and in specific on overcoming information asymmetries by determining
contracts that induce the agent to serve the principal’s interest even when there is
information asymmetry with regards to the actions of the agent. They introduce
motivation, as associated to economic incentives, to minimize agency costs created
from information asymmetry. Reward systems, may be designed by either the agent
or the principal or might be a joint negotiation on setting up a contract structure,
which positively influence the agent’s behaviour while being rewarded enough to

continue carrying out the task.

3.5.2 Criticism of Agency Theory

With its origins 1n economics, agency theory has not been well perceived by
organisation theorists. Agency theory’s view on human and organisational behaviour
(e.g. Hirsch et al.,, 1990), its realism on dealing with the processes of governance
(Pettigrew, 1992a) and 1its philosophical stance (e.g. Perrow, 1986) have been the

focus of the criticism it receives.

Agency theory takes an unrealistic view of human behaviour, with individuals
primarily motivated on the grounds of financial gains (Hirsch et al., 1990). However,
organisational cultural traits may be motivators for individuals, as well as
employment expectations regarding appraisals of their performance. Rousseau and
McLean Parks (1993) argue that agency theory oversimplifies the behaviour of
organisations as a nexus of contracts, paying little attention to the internal
mechanisms such as organisational culture and social relationships, as formed
between mangers and units within organisations, which can “control” the outcomes

of tasks, as undertaken by individuals.

With regards to the view agency theory takes on organisations, Barney (1996) argues
that it is one-sided, with most of the literature written from the perspective of the

principal and not from the agents. Moreover, agency theory perceives organisations
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and agents as autonomous entities, not affected by the environments within which
they operate (Vibert, 2004). The changing nature of employment relationships within
organisations are not incorporated in the agency model. Demsetz (1997) also argues
that information asymmetry might occur not only in actions of the agent, but are due
to the uncertainty involved in problems such as product choice, investment practices,
and the scope of operations, primarily affecting the degree of task programmability.

Davis and Useen (2002; p. 233) perceive agency theory as “prescriptive theory, that
is, not an explanation of what is but a vision of what should or should be”>.
Pettigrew (1992a) recognises the importance of agency theory in identifying input
and output variables in the governance process between the two entities, but stresses
its inability to provide mechanisms and processes that link inputs and outputs of the
process. Perrow (1986) claims that agency is not dealing with an actual problem, but
maintains an inherent investor’s focus. Bamey and Hesterly (2006) defend the

neutral framework of agency theory arguing that it can be equally applied on the

concerns of agents (e.g. Shleifer & Summers, 1988).

Recognising the limitations of the assumptions and main focus of agency theory,
Eisenhardt (1989a) argues that agency theory is not the panacea to answer all
problems that preoccupy organisational theory, but it can provide another view of
phenomena involving a cooperative relationship. She suggests using agency theory
with other “complimentary theories” to “capture the greater complexity” of the

world (Eisenhardt, 1989a; p. 71).

3.5.3 Agency lens on CV process research

In the context of CV, as conducted by a CV unit or team, there are two levels of
principal-agent relationships: (a) between the patent corporation and the CV
unit/team, and (b) between the CV unit/team and the internal or external
entrepreneurs. The second level relationship shares many similarities with the agent
relationship between a venture capital (VC) firm and the entrepreneurs, which has
been extensively examined in the literature (e.g. Lerner, 1995; Sapienza & Gupta,

1994). However, the focus of the current study is on the relationship between the

w

35 Emphasis as in the original.
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parent corporation and the CV team/unit, which has not sufficiently explored by the
existing literature. This first level relationship shares some characteristics with the
relationship between a VC firm and their fund providers which, in most cases, 1s a
limited partnership. In the case of the CV team/units there is no legal agreement or
written contract creating bonding costs for the unit, and quite frequently monitoring

and bonding mechanisms are absent or not appropriate for the CV contract.

The relationship between the corporation and the CV unit/team, and the relationship
between top-level managers and CV managers, as well as the elements that define
and affect it, appear to mmpact the dynamics of the corporate entrepreneurship
process of a large, complex organisation (Jones & Butler, 1992). Jones and Butler
(1992) propose a theoretical framework where the distinction between
entrepreneurship and management in the hierarchy of a firm, once an opportunity has
been acted upon, 1s the source of agency problems in the hierarchy. As they argue,
“the basic agency problem in entrepreneurship arises, because by definition,
entrepreneurial behaviour is action in the context of uncertainty so that it is
impossible or prohibitively expensive to evaluate the effectiveness of an agent’s
behaviour. Thus, the risk or opportunistic preferences of the parties to the exchange

become the salient issue.” (Jones & Butler, 1992; p. 736)

Jones and Butler (1992) argue that there is interchange between the roles of the
principal and the agent in the case of corporate entrepreneurship activities. While
senior managers are agents to the principal shareholders, they become principals to
middle-level managers who are the agents in carrying out corporate entrepreneurship
activities (i.e. CV activities). The stance of the current study is on treating senior
managers as principals, and the CV managers as agents delegated to carry out CV
activities. Uncertainty with regards to the outcomes of the CV activities and to the
performance of the CV team (agent), as well as the differences between the time
horizon of the contract (carrying out CV activities) and the time horizon for the CV

activities to perform, causes to the senior managers (principals) agency problems.

Influenced by Butler’s (1991) model, Jones and Butler (1992) propose that the rise of
agency problems in the relationship between senior managers and CV managers

decreases the levels of inside entrepreneurship and increases the levels of outside
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entrepreneurship, with CV managers exiting the firm to create their own ventures. In
order to minimize the agency problems and increase inside entrepreneurship, Jones
and Butler (1992) propose the employment of a multidivisional organisational
structure to accommodate the CV activities and an equitable reward system to meet
the needs of the CV managers. However, they acknowledge the limitations of their
propositions. In the first case, they argue that the political and strategic relationships
between the two parties might be fragile (Fast, 1977). Moreover, issues of perceptual
and distnibutive justice need to be considered in applying any reward system to

manage agency relationships, and maintaining a long term entrepreneurial behaviour.

3.6 IMPLICATIONS OF THEORETICAL TRIANGULATION ON CONCEPTUAL
FRAMEWORK

The review of the three theories and their application to the theoretical and empirical
work on CV are summarised in Table 3.1. The differences and limitations of each are
presented, while 1t 1s important to notice their conceptual tools in examining the CV
process. Figure 3.1 illustrates how each of the theories contributes in understanding
this process. The evolutionary theory follows the dynamics of this process, proposing
a series of adjustments 1n the corporate entrepreneurship and strategy process. The
contingency theory highlights the individual and configurable impact the external
environment and the organisational context have on the two processes. The agency

theory illuminates the relationship between the corporation and the CV team.

In detail, viewing the conceptual framework of the current study from an
evolutionary theory perspective, the role of operational and middle-level managers 1s
acknowledged. This study proposes that the entrepreneurial behaviour of these
managers is the internal source of the variation to undertake CV activities. The way
these managers interpret industry and technological trends is proposed to be the main
source of external variation to undertake CV activities. Treating the involvement 1n

CV activities as equivalent to the emergence of a new initiative, this study proposes
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that the initiative with the greatest expected contribution to the corporation and the

greatest support from the top management team 1s more competent to survive.

This study proposes that the new initiative (involvement in CV activities) is selected
by the top management team of a corporation. The selection of the new initiative 1s
proposed to be based on both internal and external to the corporation factors.
External selectors of this process are anticipated to be technological uncertainty and
business hype in the industry context related to similar initiatives. Internal selectors
are anticipated to be the compatibility of the new initiative to other existing corporate
operations and its positive financial performance, contributing to the overall

organisational performance.

The retention of the new initiative proposed to be influenced by the level of
compatibility of the new initiative with the existing organisational context (culture,
structure, rewards systems) and the level of senior management’s efforts to integrate
the CV activities to the rest of the corporation. A positive financial performance of
the new initiative 1s proposed to contribute to its maintenance. Occurring
organisational learning and knowledge with regards to the new initiative, and the
existence of learning dissemination mechanisms within the corporation are proposed
to contribute to the retention of the CV activities. Negative financial performance 1s
proposed to trigger a suspension mechanism for the new initiative. This study
proposes that the integration of the new initiative enhances entrepreneurial behaviour
across the corporation. The emergence of entrepreneurial behaviour is proposed to

lead to the determination of a new structural context (entrepreneurial strategy mode).

Viewing the conceptual framework of the study from a contingency approach, it 1S
proposed that the strategic choice to be involved in CV activities is in alignment to
the existing strategy and the rest of the organisational context. The strategic choice 1s
proposed to be formulated in consideration of the existing level of entrepreneurial
behaviour among the corporate managers. This level of pre-existing entrepreneurial
behaviour is proposed to influence the implementation phase of the CV activities.
The configuration of organisational characteristics is proposed to be a reflection of

the approach the corporation is taking towards CV activities (internal or extemnal).

The organisational context is also proposed to define the way the involvement in CV
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activities 1s evaluated and perceived within the corporation. The organisational
context 1s proposed to adjust to fit the requirements of the new strategic choice. This

adaptation process 1s anticipated to enhance the performance of the strategic choice.

An appropriate configuration between the approach taken towards the new strategic
choice and the configuration of organisational characteristics is anticipated to
positively affect the performance of the strategic choice. A positive financial
performance from the involvement in CV activities is proposed to enhance the
emergence of an entrepreneurial strategy mode within the corporation. A positive
non-financial performance from the involvement in CV activities is proposed to
enhance the emergence of an entrepreneurial strategy mode within the corporation.
The occurrence of organtsational learning from the involvement in CV activities is
proposed to have a positive impact on amending the corporate strategy to a more

entrepreneurial mode.

Viewing the conceptual framework from an agency perspective, this study
conceptualises the CV process as the contractual relationship between a principal
(parent-corporation) and an agent (CV unit). It is acknowledged that agency theory
primarily focus on the dynamics of the implementation phase of the CV process
rather that its initiation. This study conceptualises the agency relationship of the two
entities to be defined: (a) by corporate resources, which the corporation allocates to
the CV team, (b) by a task, for the CV team to deliver pre-defined financial and
strategic outcomes to the corporation, and (c¢) by the establishment of a governance
system to monitor and to manage the relationship between the two entities. This
study propose that agency costs may emergence in the occurrence of: (a) goal
asymmetry (the CV team adopts goals different from the corporate ones), (b) moral
hazard (the CV team is not meeting the effort requirements of the contract with the
principal), and (c) adverse selection (the CV team under-representing its resources
and capabilities). This study proposes that depending on the nature of the CV
activities (internal vs. external) different agency relationships are formed between the
corporation and the CV team, impacting the implementation phase of the CV process.
It is proposed that internal CV activities may require different governance and

reward systems than external CV activities.

78



3.7 CONCLUSION
This chapter established the theoretical stance of the study. Influenced by the calls

from the relevant literature for a more holistic and integrated approach in researching
CV, this thesis presented its influences from three theoretical perspectives
(evolutionary, contingency and agency theory). The first section of this chapter was
dedicated in justifying the theoretical triangulation stance of this study. In the second
section, each theory was presented and criticised. More importantly, the application
of the each theory to the CV field, as drawn from the existing relevant literature, was
discussed. Acknowledging the individual strengths of each theory in unfolding the
CV process and appreciating the diversity of focus of each theory, the third section of
the chapter was developed. Initiating the dialogue with the three theories in respect to
the three research questions of the study, three “points of view” of the conceptual
framework were presented. For each “point of view” a series of proposed

relationships of this study’s constructs were presented aiming to enhance the

empirical enquiry.
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4. CHAPTER 4: RESEARCH APPROACH AND METHODS

4.1 INTRODUCTION

The aim of this chapter is to demonstrate and justify the methodological rationale
adopted to resolve the format of the study. The chapter starts by addressing the
peculiarities of the study as emerging from the nature of the research questions. It
continues on presenting and justifying the ontological and epistemological
assumptions of the study. The research strategy of the empirical enquiry follows,
accompanied by the methods and techniques employed to collect and analyse the
data. The chapter concludes by evaluating the selected research design and methods,
identifying and addressing their limitations and drawing on the gained learning from

the involvement in this study.

4.2 LOCATING THE THESIS: RESEARCH AIM AND PECULIARITIES

4.2.1 Research aim: Synthesis and composition of research questions

The development of a generic conceptual framework (Figure 2.1) in the previous two
chapters allowed me to position this research enquiry with respect to the relevant
literature of the study (Holliday, 2002). The framework was composed with

constructs, as obtained from the relevant literature, while its suppositions were also

3 39

conferences

crafted by my participation in relevant academic™® and practitioners’

between 2000 and 2003.

The context of the research comprised large complex corporations. The phenomenon

under investigation is CV activities and the research objectives are twofold:

(a) to explore and explain the process of involvement in and implementation

of CV by a large corporation; and
(b) to explore and explain the impact of the CV process on the corporation

The CV process comprised from the initiation, implementation and the outcomes of a
CV unit or team within a large corporation became the research focus of the study:.

Process is perceived as a sequence of events that describe how things change over

M

38 Babson Kauffman Entrepreneurship Research Conference, 2002, Bounder Colorado, USA

39 1% Corporate Venturing Conference, London, UK ~ Organised by the Corporate Venturing UK and
the Greenhouse Ventures: June, 2003

80



time (Van de Ven, 1992), with regards to the actions (CV activities) and the
individuals (venturing and senior corporate managers) within large corporations. The
unit of the analysis (Gartner, 2001) was the CV unit/team’s initiation, as occurring

within a large company.

The types of questions that [ was interested in investigating did not deal solely with
“what " 1s happening when a large corporation decides to get involved in CV, but
also “why " and "how’ the CV process evolves within a large corporation. Table 4.1
summarises the a priori research constructs of this study, as identified across the
three stages of the CV process and the three generic questions of research enquiry.
Based on them, the fieldwork questions were conceptualised and developed.

Table 4.1: Research constructs template

s T TR - - = oW Rik :
I| A P WA g '
L = - o T e 2 - *—" e i oa —l--—Ei-.i_i._"-l-'I"___'l..'-.-'--lll-l-l'—d*.-::-l PR et e B e o e e A L il P i .-__ i il - i - = g WSty W = it e . NN A -._.'I

|

What - Drivers of involvement - Organisational Structure - Performance (CV unit
- Motives - Organisational Culture and corporation)
- Justification - People - Impact on corporation
- Resources
Why - Intentions - Appropriateness of - Constraints and
- Perceptions organisational structure, facilitators of impact on
- Chronology and timing  recourses and people corporation

- Conflicts between
corporation and CV unit

How - People involved - Selection of CV model and - Evolution of
- Chronology and timing  CV unit objectives corporation’s
- Justification of CV unit - Changes in the CV model involvement in CV

- Organisational learning

4.2.2 Research peculiarities: The setting

Entrepreneurship, as a scientific discipline, is in its infancy as compared to other
disciplines in social sciences. It is characterised by a lack of unified theory and
definitions, and a paradigm to advance the field (Brazeal & Herbert, 1999; Bygrave
& Hofer, 1991; Bygrave, 1989a, 1989b; Shane & Vankataraman, 2000). The
challenges in carrying out research with respect to entrepreneurial phenomena are
related to the nature, and the heterogeneous and idiosyncratic character of the

disjoined, discontinuous, non-linear (and usually unique) entrepreneurial event

(Bygrave, 1989a).

Wortman (1987) and Gartner (1989) wamn researchers about the methodological

challenges (e.g. articulation of theory, clear definition of concepts, and conscious
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selection of samples) in conducting research in the entrepreneurship domain with
regards to the conceptualisation and the implementation of a research design. In that
respect, Bygrave’s suggestions to entrepreneurship researchers to “cultivate
independence in their research, to concern less about statistical analyses ... to carry
out more field research and to utilise original field-derived data bases” (Bygrave,

1989a; p. 14) were carefully considered.

With regards to conducting field research at firm-level entrepreneurship, Savage and
Black (1995) stress the importance of a researcher to identify the paradigm and
philosophical perspective they operate from. The epistemological and teleological
assumptions of field research appear to impact on the methodology employed to
collect, analyse and interpret the data, leading in diverse conclusions about “what do
we know?” and enrniching knowledge on the multiple facets of firm-level
entrepreneurship. Considering the selection of methodology to conduct research in
the entrepreneurship field, Smith et al. (1989) and Davidsson and Wiklund (2001)
highlight the importance for a researcher to specify and justify the level of analysis
of an enquiry, and the nature of the data collected and how this impacts on the

reliability and validity of the conducted research.

The relevant literature of strategy process argues towards conducting research in the
field by considering the organisational and environmental context within which
strategy processes take place (Huff & Reger, 1987). Chakravarthy and White (2002;
p. 199) draw attention to the need for the strategy process researcher to be aware of
the “dynamic interactions between context, processes and outcomes”, as well as of
the need to “incorporate multi-level, longitudinal processes” in the quest for a more
holistic view of the strategy process. Emphasis was also paid in the guidelines and
suggestions given by Pettigrew (1992a, 1997) and Van de Ven (1992) to strategy

process researchers on clarity of the definition and theory of process from which they

draw on.

Researchers of both entrepreneurship and strategy fields identify the need for
explicitly identifying and positing the analytical and conceptual assumptions which
influence and guide an empirical enquiry. The purpose of the second section of the

current chapter is the identification of the ontological, epistemological and
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axiological assumptions underpinning this thesis. Following this discussion, I explore
the methodological assumptions of the research strategy and design of the study. The
coherency and continuity among the two levels of assumptions aim to increase the

quality of the enquiry.

4.3 PHILOSOPHICAL ASSUMPTIONS AND CONCEPTUAL ISSUES

Initiating a discourse on the philosophical influences of the current study does not
aim to “swear vows of allegiance to any single” research paradigm (Patton, 2002; p.
136). It is pivotal to state that such a discourse does not aim to identify the “wultimate
truth” or the most approprnate philosophical stance to carry out research in the field
of strategy process and corporate entrepreneurship. There is awareness of the
plurality of paradigms (e.g. Burrell & Morgan, 1979; Benton & Craid; 2001) in
social science leading to different and distinctive ways of perceiving the world and

the acquisition of knowledge.

The plurality of paradigms can be considered as an indicator of the social complexity,
as well as of the varniety of philosophical research perspectives. I share the view that
each paradigm in the social science research domain can claim its importance and
quality of contribution in explaining further what, how and why social phenomena
exist. Moreover, I take the view that by clarifying the philosophical assumptions of
this study, the reader is provided with clarity on its conceptual boundaries. This study
argues that a research enquiry needs to move further from the researcher’s own
assumptions and to identify its own philosophical stand, in a more local perspective,

close to the specific research questions and domain of research.

A researcher’s ontological ” and epistemological ' stance provides the ground
assumptions of the research inquiry, producing a different kind of knowledge
(Morgan, 1983). Ontology is significant in my axiology determining my approach
towards the nature of social sciences and the degree of objectivity/subjectivity 1n

research enquiry. Burrell and Morgan (1979) through a dichotomous typology of

40 Ontology deals with the nature of knowledge, determining the range of entities and relations
recognised within the field of knowledge (Burrell & Morgan, 1979; Benton & Craib, 2001)

‘! Epistemology defines the frames and the borders of the knowledge, as well as the approach towards
the investigation (Burrell & Morgan, 1979; Benton & Craib, 2001)
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ontological positions represent two extremes of paradigms: the sociological
positivistic and the German idealistic. Not in favour of dichotomous views, but
accepting the existence of an objective world, I take the view that this objective
world is accessible through the subjective views of each individual. I take a reality
oriented approach towards the research enquiry and I adopt the view that the world is
constituted by mechanisms and causal powers, while social structures and individuals

are autonomous entities, independent from each other but interacting.

Epistemology is equally mmportant in my axiology, as it questions the absolute,
permanent character of knowledge versus the relative and situation dependence
character of it. As in the ontological debate, the emphasis is on the objectivity or
subjectivity of the nature of knowledge, and the implications of each position on the
character of findings of an enquiry into the social world. Rationalism and empiricism
are the two dominating approaches in the epistemological debate (Benton & Craib,
2001). Knowledge 1s approached as to be fallible, to be the outcome of social
practice and scientific experimentation, and to be content dependent but transferable.
I take the view that the researcher bears the responsibility to intervene into the
business world and through interaction with managers to monitor their experiences 1n
regard to the investigation. Moreover, through a critical perspective the researcher
could attempt to identify objective causal powers that operate in the identified
research area and the way they interact and combine in order to create the particular

events identified in the managers’ experiences (Easton, 1998).

4.3.1 Plurality and selection of paradigms

Paradigms, according to Burrell and Morgan (1979), are incommensurable belief
systems containing core assumptions to which a particular research community
adheres. Agreeing with Kuhn (1970), they ague that paradigms ground ontological
and epistemological assumptions on which researchers build their version of a
discipline. The selection of a paradigmatic stance for this study is not consequently a
simplistic, convenience-driven action, but a decision based on two processes: (a)
investigation of the ontological and epistemological assumptions of various

paradigms, and (b) evaluation of each paradigm in view of the research domain and

questions of the current study. The outcome of these processes led to the
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development of Table 4.2. Considering the well cited literature on research
paradigms (e.g. Burrell & Morgan, 1979; Morgan, 1980; Guba & Lincoln, 1994;
Lincoln & Guba, 2000; Easterby-Smith et. a., 2001), I observed that research in
organisations has experienced the predominance of positivism and social
constructivism, with critical realism gaining progressive recognition*. I explored the
key features of these three paradigms in four levels: the philosophical, the social and
the technical level as suggested by Morgan (1979) and also against the research

domain of the current study.

Even though positivism has dominated the entrepreneurship and strategy fields with
the predominant use of quantitative research methods and large samples, it fails to
consider the 1diosyncratic nature (MacMillan & Katz, 1992) and non-linear
behaviour of individual and corporate entrepreneurs (Stevenson & Harmeling, 1990).
Positivism appears to be appropriate to deal with theory testing of a priori
hypotheses and relationships i1dentified by the researcher in the existing literature.
However, the purpose of the current study is closer to theory development, and

consequently positivism was not considered as an appropriate philosophical stance to

guide the enquiry.

With an emphasis on the individual as a constructor of entrepreneurial opportunities,
social constructivism neglects that entrepreneurial phenomena within the context of a
large company are defined, influenced, formed, enhanced, and even restricted by pre-
existing structures. CV process is a highly contextualised phenomenon that requires
the acknowledgement of both the organisational context, as well as the macro-
economic and technological context within which it occurs. On these grounds, the

philosophical posture of social constructivism was equally not considered by the

current study.

W

‘2 Even though other paradigms such as critical theory, participatory, phenomenology, and feminism

are acknowledged, three paradigms (positivism, critical realism and social constructivism) are
considered in the current study
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Supporting the inter-relationship but separability between the actor and the structure,
critical realism appears to provide an appropriate philosophical posture to explore the
CV process. CV 1s an entrepreneurnial activity quite often initiated by middle-level
managers (1.e. actors) who work for, within and on the behalf of a company with a
fixed strategic and organisational context (i.e. structures). The experiences of these
managers in carrying out CV activities provide the potential to identify causal

powers and mechanism that constitute corporate entrepreneurship.

4.3.2 Implications: CV from a critical realism stance

Exploring the ontological posture of the current study, the business world is
perceived as one of the layers of a stratified social world. This implies that an
empirical enquiry in organisations acknowledges the existence of deeper structures
and mechanisms that shape events and regularities at the empirical reality (Reed,
2005). These underlying mechanisms of operation are not dependent on the
experiences of individuals, as the latter have their own perceptions and experiences
of what the reality of the business world is. These experiences might be out of phase
with the mechanisms and events that created them (Easton, 1998). This implies that
this empirical enquiry acknowledges that organisations and their members’
behaviours need to be theoretically constructed and modelled through a process of

conceptual abstraction and retroductive logic (Reed, 2005).

Companies and their business practices are perceived to represent the structures of
this business world (as in analogues to the social structures of the social world), and
the managers working 1n them as the agents of the business world (as in analogues to
the social agents in the social world). Corporations and managers are independent to
each other but interacting, both are real but distinct. The actions of the managers can
reproduce or modify/transform companies. However, critical realism argues that
these human constructions are assessable and can be evaluated by assessing
“competing scientific theories and explanations in relation to the competing
explanatory power of descriptions and accounts that they provide of the underlying
structures and mechanisms that generate observable patterns of events and

outcomes” (Reed, 2005; p. 1630). This stance supports the rationale of employing
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theoretical triangulation, as the means to assess the deeper structure of such a

complex and idiosyncratic event as the enactment of<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>